
2020 Trends and 2021 
Predictions
This guide summarizes the challenges social marketers 
encountered in 2020 and leaves you with advice from our 
speakers for 2021 and beyond. 

As the saying goes,“The only constant in life is change”. 



In 2020, you and your 
team were challenged to 
think differently, modify 
carefully laid plans and 
pivot your social strategy. 
As this year comes to a 
close, it’s time to take 
what you’ve learned and 
start building a new            
map for 2021. 

Daniela Vieira
Senior Director of Digital & Social
Fluent360

Celeste Scott
Social Media Coordinator
Squarespace

Kamillah Jones
Brand Marketing & Social Impact Leader 
New Teacher Center

Javid Louis
Senior Vice President, Digital Strategy
DKC
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A lot of meaningful insights were uncovered in this 
session. We distilled each speaker’s 2020 experience into 
challenges, trends, key takeaways and predictions:

New challenges in 2020

Increasing consumer 
expectations

With the cultural spotlight on their 
leadership and actions, consumers to be 
more critical of brands in 2020. With 
higher pressure on brands to be vocal, 
“It’s time to align on not just a social 
strategy but a company strategy,” says 
Daniela Vieira.

Current events impacting 
consumers

Navigating a social calendar during this 
year’s events has been a challenge for all 
planners. Javid Louis says, “Throw the 
rulebooks out. Many of us have shifted 
from a 30 day calendar to 1 week 
calendar.” Now is the time to  avoid 
burning hours on long-term planning 
when you know things can change at      
the drop of a dime. 

Choosing the right content

“Brands learned they can’t be all things to all 
people and started to shift their focus to 
sharing content that is useful vs. entertaining,”  
Vieira says. Understanding when to post 
something vs. when to stay silent is new for 
many teams.

Industry shifts call for digital  
innovation

“Whole industries have had to pivot to adjust 
to today’s challenges and consumer 
expectations,” says Kamillah Jones. 
Companies were forced to shift their thinking 
and show up. This is a moment for brands to 
be as authentic as they’ve ever been. 
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Hint: Learn more about how to define a brand mission  and the importance of brand voice

https://sproutsocial.com/insights/brand-mission/
https://sproutsocial.com/insights/brand-voice/


Social media trends in 2020
Increased use of video content

“This year, brands have shifted to share content in more strategic ways and places,” says 
Celeste Scott. Both long-form and short-form video are among the most shared content on 
social media. Your audience wants to hear from your leadership team and consume content 
in a more entertaining way.  

Hint: Check out 7 steps to a successful social media video marketing strategy

Emphasis on brand voice and authenticity
This isn’t the first time--and it’s not the last time--brands have had to take a look at 
themselves. “While consumers want change now, there is still time for brands to take action 
and be true to themselves,” notes Scott. Consumers tend to gravitate towards brands whose 
values align with their own and whose actions pay off the brand promises.

Hint: Check out How to deliver brand authenticity & create connection on social

Useful content vs. engaging content
Many brands saw a shift in their content pillars. Focusing more on providing useful content 
vs. engaging content. Kamillah Jones says, “Don’t try to be all things to all people but rather 
stay true to yourself as a brand.”

Hint: Check out What is content marketing & why is it important?

The importance of listening

“This was a year where people who weren't familiar with social listening, and ways to 
become in tune with target audiences, realize that you can go to sleep at night and the 
conversation will change,” says  Javid Louis.  Listening to how your audience reacts to your 
content and the happenings in the world is critical to inform your strategy. In 2020 we saw 
sentiment change overnight, to stay on top of it we need to utilize the right tools. 

Hint: Check out 40 unique ways to use social listening to make an impact on your business
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https://sproutsocial.com/insights/video-marketing-strategy/
https://sproutsocial.com/insights/brand-authenticity/
https://sproutsocial.com/insights/content-marketing/
https://sproutsocial.com/insights/guides/unique-ways-to-use-social-listening/


Looking forward: 2021 
predictions and advice

Listen, listen, listen

Being a good listener is an invaluable skill for marketers, in life and on social media. When 
you listen (and listen well), you learn what makes people tick, what their challenges are, how 
they view the world around them and so much more. “We can’t plan for much but we can 
begin to understand how people are feeling,” says Daniela Vieira. 

Say what you mean and take action

Authenticity is crucial to creating meaningful connections with your audience. Brands should 
not be operating as business as usual. “Reflect on who you are as a brand and take action 
on who you want to be moving forward,” says Kamillah Jones. Listening to your audience’s 
needs and expectations can shed light on the best way to engage them in your brand.. 

Infuse your leadership into your content

Consumers are looking for executive leaders to be vocal and speak up. “Audiences are 
hungry for more video content to better understand the big decisions and relevant opinions 
of the people behind the brands,” says Javid Louis

A lot can still happen

“How people feel about what is happening in the world can change based on what happens 
in the final months of 2021,” says Celeste Scott. Now is the time to listen in order to 
understand what, and how, changes in our culture are affecting your brand’s audiences.
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This year has been unpredictable but we learned together by 
taking things day by day. We are evolving into better 
marketers and becoming more prepared for the challenges 
we face. Although we don’t necessarily have all of the 
answers, we have experience and data to help guide us in 
the right direction.

Chat with a Sprout Specialist and start preparing for 2021.
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Do more with Sprout

https://sproutsocial.com/summit/connected/
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Dear Industry Colleagues,

We are nearly finished with one of the most challenging years the world has ever seen. We have had 
change thrust upon us all, and the fundamental machinations of standard business processes have 
been stressed to the point where change has manifested itself as an evolutionary necessity. There 
is a pressing need for all organizations to put a finger on what will stimulate market responses and 
what the fabric of those new paradigms will look like. There are several potential outcomes for every 
new situation, and never have the table stakes been higher.

The team of analysts at ABI Research has made 68 predictions of things that will and will not happen 
in 2021. These predictions are informed by the many hundreds of in-person interviews we conduct 
every year, the millions of original data points we produce, and the collegiate approach to research 
that allows our analysts to collaborate beyond static silos and see trends early in the gray margins 
where market boundaries rub against each other and cause friction.

In this period of uncertainty and change, there is one polestar of unflinching truth: technology will be 
the most powerful tool in ensuring corporate health. Technology evolution, implementation, and en-
thusiasm must be embraced by all companies, no matter their tier of the corporate strata or the end 
market in which they reside. A resilient company that is well set to grow once this pandemic ends will 
be characterized by its digital agility as much as anything else.

This whitepaper will help you see those fundamental trends early and take a view on those trends 
that are buoyed by hyperbole and those that are sure to be uncomfortable realities. Now is the time 
to double down on the right technology investment.

 
Stuart Carlaw 
Chief Research Officer 
ABI Research 

LETTER FROM 
OUR CHIEF  
RESEARCH  

OFFICER
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5G CORE AND EDGE NETWORKS

 IT-OT-CT CONVERGENCE TO CREATE AN IDENTITY CRISIS  
 WITHIN THE INDUSTRY VALUE CHAIN

Many telco industry players consider enterprise digital transformation the 
next cash cow for boosting revenue streams. However, to address this 
market and simplify the technology complexity for business implementers, 
these players need to provide more integrated Information Technology 
(IT)-Operational Technology (OT)-Customer Technology (CT) solutions 
whereby operation data, applications, and services can be connected 
across IT and OT systems regardless of whether they are located in the 
cloud or at the edge of the infrastructure. 

However, this development pushes solution makers, be they Connectivity 
Service Providers (CSPs), hyperscalers, or system integrators, to extend 
their influence, expertise, and outreach across IT, OT, and CT, which blurs 
the boundaries between these spheres.  

While in 2020 players have come together to co-develop and experiment 
with End-to-End (E2E) IT/OT/CT solutions, 2021 will be the year they will 
look at how to monetize these solutions. This situation will create an identi-
ty crisis within the new converged value chain, where CSPs could transform 
from connectivity providers to IT/OT service providers, and hyperscalers 
could seek to add connectivity to their portfolios. 

These dynamics may even promote organizational integration across IT/
OT/CT domains and could lead key industry players to venture into major 
acquisitions to fill in the gaps in their portfolios. For example, it will not be 
surprising to see large webscale companies like Amazon, Microsoft, and 
Google acquiring a network infrastructure vendor like Nokia or Ericsson to 
become Hyperscale Network Operators (HNOs). 

Malik Saadi, Vice President, Strategic Technologies

 

 5G EDGE COMPUTING EFFORTS WILL BE BROUGHT TO  
 MARKET BY HYPERSCALERS

The recent collaboration between Telefónica and Deutsche Telekom is a 
case in point. Their joint endeavor showcases how CSPs collaborate by 
leveraging 5G to build a multi-operator, federated edge cloud. In this case, 
it was a mobile cloud gaming demonstration, a consumer use case.

For enterprises, the opportunity is vast, so it may be more optimal for 
CSPs to go beyond a singular strategy by collaborating and co-creating 
with technology providers. Companies like Amazon, Microsoft, and IBM 
are conscious of these dynamics and have positioned themselves accord-
ingly. Telco-specific solutions like Amazon Web Services (AWS) Wavelength, 
Microsoft Azure Edge Zones, and IBM. 

Telco Network Cloud can complement CSPs’ connectivity offerings to bring 
vertical industry solutions to the market. These players view themselves as 
component and service builders that range from scalable cloud infrastruc-
ture to high-level platform services with sophisticated data analytics and 
applications.

ABI Research expects 2021 to be the first year when these partnerships 
align to bring edge computing to market for consumer and enterprise 
applications. While MobileEdgeX and similar initiatives are promising,  
hyperscale efforts will be much more likely to commercialize edge  
computing.

Don Alusha, Senior Analyst
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5G CORE AND EDGE NETWORKS

 TELCO OPERATORS WILL TRY AND FAIL IN SOFTWARE  
 VALUE CREATION

There is a shift in the telco value chain that results from the Internet, soft-
ware platforms, and the cloud enabling zero distribution and zero transac-
tional costs. The fundamental nature of cloud software, including Artificial 
Intelligence (AI) and Machine Learning (ML), is all about abundance.  

The critical competence is the ability to provide a superior experience 
and/or solve specific business problems. Rakuten’s decision to rename its 
Network Operations Center (NOC) as a Service Experience Center (SEC) 
further drives that point home. Software platforms constitute a key pillar 
for new “horizontal” growth forays into enterprise verticals centered around 
company-level uniqueness in terms of product requirements.  

A horizontal, software-centric way of building, marketing, and selling solu-
tions is, therefore, a key next step for CSPs if they are to become adept at 
thinking horizontally. Software offers agility and the ability to drive innova-
tion frequently, but this is not straightforward and effortless for a CAPEX-
heavy telco industry. CSPs must come to grips with the new reality.  

The new world in cellular must start with a foundation on software and 
Application Programming Interface (API)-led connectivity. Further, the 
continued convergence of cloud software and cellular may well mean that, 
in addition to bolting on software capabilities, CSPs must learn how to build 
them in 2021 and onward.  

Don Alusha, Senior Analyst

 SUBSCRIPTION-BASED ENTERPRISE BUSINESS MODELS  
 REMAIN A DISTANT REALITY FOR TELCOS

Hyperscalers are leading the market in consumption economics, or Operation-
al Expenditure (OPEX) models. This trend is now picking up pace in telcos, with 
an increasing appetite for new technology delivery models. From a technol-
ogy supplier’s perspective, the commercial imperative is stark: depart from a 
finite supply of physical equipment, enhanced by feature differentiation and 
characterized by scarcity, and move to a monetization model where the supply 
is essentially infinite. The former promotes differentiation and avoids product 
surplus, whereas the latter offers convenience and scale at commodity-like 
economics, the chief appealing factor among solution adopters.  

Increasingly, the CSP community also realizes that consumption patterns (in a 
cloud world) are quite different. Though very subtle, what is happening is in-
creased consumerization of telco technologies.  In other words, the purchase 
patterns of the past were predicated on high switching costs, relatively low 
volume, high price, and a pay-up-front Capital Expenditure (CAPEX) model.  

Conversely, the future purchase pattern will be predicated on high volumes, 
low pricing, and a pay-as-you-go OPEX model. Though there is no doubt that 
consumption economics is coming, it demands new business models for the 
telco industry. At present, CSPs are not ready to fully embrace consumption 
economics. Neither are vendors.  

Both parties must realize that the skills required in managing services pro-
cesses are very different from those that drive successful product companies. 
Telecommunications is an asset-intensive industry with expertise in managing 
factories and supply chains, developing technologies, and understanding the 
cost of goods sold, inventory turns, and manufacturing.  

Human-intensive services are entirely different. For example, in services and 
OPEX-based models, technology providers do not manufacture a product to 
then sell it. They sell a capability. They sell knowledge. They create it at the 
same time they deliver it. The business model is different, and so are the 
economics. As-a-Service (aaS) business models hold promise for the industry, 
but in 2021 they are certain to remain a distant reality.  

Don Alusha, Senior Analyst
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 CLOUD-NATIVE COMPUTING GATHERS MUCH DESERVED HYPE, BUT WILL NOT BE MAINSTREAM YET IN 2021

There is widespread consensus that cloud-native computing will be a key enabler for a digitized telco ecosystem. Following the lead of webscale companies, such as 
Google and Amazon, the telco industry is beginning to integrate cloud-native computing into their operations. Cloud-Native Functions (CNFs) allow CSPs to use a micro-
services architecture that can offer the kind of dynamic elasticity and scalability that webscale companies possess. This, in turn, will benefit CSPs by improving efficiency 
for fully-automated life cycle management of network functions, Business Support Systems (BSSs)/Operations Support Systems (OSSs), and digital services. For example, 
current processes for changing service offerings require lengthy code re-writes, but CNFs will give the flexibility to tear up/down digital services through software configu-
ration, thus improving Time-to-Market (TTM). 

And this hype is not unsubstantiated: Three UK announced a 15% reduction in headcount last year in its bid to move its operations to the cloud, which includes de-
ploying virtualized core network functions and cloudified OSSs. Rakuten is also spearheading the cloud-native trend, leveraging its greenfield deployment advantage to 
release a fully cloud-native platform, which it announced this year. However, ABI Research analyzed the hype and found that, while there is indeed a trend toward CNFs, 
most of the telco industry is still based mainly on Virtual Machines (VMs) that run Virtual Network Functions (VNFs).

 TELCO CLOUD REVENUE BY COMPONENT TYPE (WORLD MARKETS, FORECAST: 2020-2025)

 

As seen in the chart above, CNFs will not become a mainstay in 2021. The forecast revenue for CNFs remains about one-third of VNFs. This is not surprising considering 
that the transformation to CFNs requires a retooling of both skills and internal processes and mindsets to adopt new ways of working, such as Continuous Integration (CI) 
DevOps approaches. Furthermore, many CSPs are operating on legacy equipment, and the move toward cloud-native is not as simple as flipping a switch. There must be 
a gradual process of determining which legacy equipment to upgrade first while ensuring no disruptions to day-to-day operations. While there is certainly a well-deserved 
trend and evolution toward using CNFs, we must be mindful of the current market situation and understand that it will not yet gain critical mass in 2021.

Kangrui Ling, Research Analyst

5G CORE AND EDGE NETWORKS
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 PREMATURE ACCELERATION OF 5G WILL DROP SMARTPHONE PRICE POINT TO BELOW US$200 IN 2021

The 5G smartphone market is now outperforming its predecessor generations on nearly every metric. Between the number of mobile devices, 
subscribers, and networks available at launch, 5G is the most accelerated mobile technology generation ever launched. However, 5G brings 
with it a whole raft of technical challenges, features, and functionalities, as well as new radio elements for supporting new radio bands and com-
binations, all of which can lead to substantial changes in the design of mobile devices. This complexity level is not just limited to the high end, as 
the availability of 5G smartphone models will become more diverse, brought to market quickly at a wide variety of price points, democratizing 
the 5G experience.  

Many leading Original Equipment Manufacturers (OEMs) are expected to push deeper into the lower-priced 5G smartphone segment. This will 
be the main growth driver for accelerating adoption in 2021 and beyond, aided by the continuing availability of more affordable 5G chipsets, 
notably those from Qualcomm, MediaTek, and UNISOC.  

This seismic shift to lower price tiers means that 5G at the high end will be squeezed, witnessing rapid saturation, and room at the top will 
quickly evaporate. This will undoubtedly be good news for smartphone replacement cycles and technology migration in the short term, but 
this rapid change, particularly when compared to previous generations, is potentially detrimental to the market in the mid- to long-term.  

The accelerated migration of 5G to lower-tier smartphones will have a knock-on effect on Average Selling Prices (ASPs) and the market’s overall 
profitability. Indeed, with such a relatively shortened time for those across the value chain to extract decent margins from the market, it is ex-
pected that many will start to follow an aggressive pricing strategy to avoid possible declines in overall profits. Furthermore, with the expected 
frantic pace of plunging 5G smartphone prices, it would be of little surprise if 2021 saw 5G smartphones fall below the US$200 mark, driven by 
the availability of cheaper components and pricing policies of chipset vendors.  

David McQueen, Research Director

5G DEVICES, SMARTPHONES, AND WEARABLES
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 CONSOLIDATION IN THE SMARTPHONE RF SUPPLY CHAIN WILL HAPPEN IN 2021 AS VENDORS EMBRACE SYSTEM-LEVEL  
 RADIO DESIGNS

With the market for 5G devices set to grow exponentially over the next 18 months, several complex challenges lie ahead for OEMs. Chief 
among these is the ability to integrate the whole 5G cellular system design into their devices, from the antenna to the modem, supporting 
cellular innovation as it emerges. This needs to be done while still maximizing device performance, thereby optimizing power consumption 
without compromising overall device design, TTM, scale, or cost.  

To overcome these challenges, OEMs will need to move away from component assembly and adopt system-level radio design to handle 
this complexity to focus more effectively on customer experiences and deliver more reliable products, reaping the most benefits from 5G 
adoption.  

This delegation of modem-Radio Frequency (RF) system design to specialist suppliers offers advantages. Still, such a strategic approach 
has been carried out by few in the market, thus far. Currently, Qualcomm is the only supplier able to offer an E2E product portfolio from 
the antenna to the modem. It is expected that 5G third-party modem-RF system design will become a mainstream approach in support of 
“challenger” OEMs. Still, it could also prove an invaluable weapon for new entrants.  

Fundamentally, the shift to 5G has implemented a change in the focal point for chipset design wins. From once being modem-centric, the 
market will move fast to one that is RF-centric, and players with solid RF E2E designs will have a strong market advantage. While chipset 
and components suppliers with comprehensive RF and modem portfolios can benefit OEMs, it is the change in emphasis by the captive 
smartphone OEMs, namely Samsung, Apple, and Huawei, that will be most keenly observed as they move from modem and/or application 
processor-led to encompass the RF in the future.  

These vendors all still lack key RF components in their portfolios and, as they will want to reduce their dependence on a single vendor, they 
will be obliged to extend their captivity to the RF business. This will be carried out through acquisitions in 2021, leading to further consolida-
tion in the RF business.

David McQueen, Research Director

 

5G DEVICES, SMARTPHONES, AND WEARABLES
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 OPEN-SOURCE COMPUTING HARDWARE DEVELOPMENT WILL REACH A POINT OF NO RETURN IN 2021
Open-source computing hardware is not a new concept, but a framework that has been instrumental in developing System-on-Chips (SoCs) 
based on Field-Programmable Gate Array (FPGA) and Application-Specific Integrated Circuit (ASIC) architectures. When it comes to open- 
source applied to general-purpose Central Processing Units (CPUs), Graphics Processing Units (GPUs), and Digital Signal Processors (DSPs), 
there are a few open-source architectures available today, including OpenSPARC, Amber, and OpenRISC, but the RISC-V architecture is the 
closest to a silicon implementation so far. 

However, only a handful of processor chips based on this architecture is available in the marketplace today. RISC-V is still struggling to attract 
a wider ecosystem around its development, despite the support by key industry players, such as Alibaba, CEVA, Google, Huawei, IBM,  
Imagination, Infineon, MediaTek, NVIDIA, Qualcomm, Samsung, Xilinx, and many others. However, the potential acquisition of Arm by  
NVIDIA, which should materialize in 2021, could have a significant impact on open-source computing hardware development in particu-
lar and the entire computing industry in general.
In fact, if successful with the Arm acquisition, NVIDIA will inherit the largest computing ecosystem out there, addressing many industries, includ-
ing mobile and Internet of Things (IoT) devices, as well as becoming increasingly entrenched in High-Performance Computing (HPC) and server 
markets. However, NVIDIA will have to consider its options when it comes to the future of Arm architectures. Suppose the company intends to 
keep control over Arm architectures. In that case, this could invite many Arm licensees, some of which are also NVIDIA’s competitors, to consid-
er embracing RISC-V and build an ecosystem around this architecture. 

Alternatively, NVIDIA could consider open-sourcing Arm architectures, which could create an earthquake of disruption in the entire computing 
market, sparking a major development within the semiconductor industry and enabling the RISC ecosystem to expand beyond the mobile and 
IoT markets. This will enable the RISC ecosystem to challenge Intel’s x86 in many areas, including the HPC and Personal Computer (PC) markets. 
Whatever happens, ABI Research expects that open-source hardware computing market development will reach a point of no return in 2021. 
This will mark the start of a new era of computing hardware innovation.
David McQueen, Research Director
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 GOING BACK TO THE FUTURE? SMARTPHONE VENDOR LANDSCAPE WON’T LOOK THE SAME BY THE END OF 2021
There had been much optimism about in the smartphone market as countries started to emerge from the Coronavirus pandemic, gradually wit-
nessing supply chains, buyer behavior, and demand returning to some level of normality. Coupled with a quick expansion of 5G down the price tiers, 
it points to a market that is gradually coming under control and is on track to expand rapidly in 2021. However, while it is not clear what the full 
extent or lasting ramifications of COVID-19 will be on the mobile device ecosystem, the pandemic is now overshadowed by geopolitical trade 
wars. These could be a major impediment to the future development of the mobile devices market.
At the center of the storm is Huawei, banned from acquiring parts and software featuring U.S. technologies or selling its products in the United States 
and to its closest allies. In the short term, Huawei has fought back and retrenched in its own Chinese market to bolster sales, thus avoiding a signifi-
cantly worse shipments performance than it may have had otherwise. Huawei’s anticipated descent at the hands of an increasingly restrictive U.S. 
trade ban will reach a tipping point that could see a fundamental reshaping of the supply chain and chipset market, while having a significant bearing 
on the global smartphone vendor landscape. Huawei has also made some drastic decisions to keep its smartphone business afloat, notably aggres-
sively building up stockpiles of processor chips and components to beat the trade ban, which has severely restricted its 5G innovation. 

The company’s survival hinges on securing a supply of chipsets, which could quite feasibly run out by 2Q 2021. As a lead global player with around a 
20% share of smartphones, Huawei is struggling to stay in the market in the longer term and rebuild its now tainted brand outside of China. However, 
this would not be the first time that a major player in the smartphone market has floundered, whether or not through any perceived fault of its own. 
Indeed, it may spell good news to many of its competitors, with Chinese compatriots, such as Xiaomi, OPPO, Vivo, and OnePlus, not forgetting Sam-
sung, Apple, and Google, all waiting to fill market share left across the price tiers at Huawei’s expense. In a more unexpected turn of events, Huawei’s 
possible demise may also see the resurrection of some once-notable vendors looking to fill the void, with brands like Motorola, LG, Nokia-HMD, and 
Sony all potentially stepping up volume shipments and share in 2021, giving the global smartphone market a new vendor landscape, but one with a 
distinctly retro feel. 

David McQueen, Research Director

5G DEVICES, SMARTPHONES, AND WEARABLES
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 DESPITE AN INCREASE IN ECOSYSTEM MOMENTUM, 5G mmWAVE SMARTPHONE SHIPMENTS WON’T REACH CRITICAL  
 MASS IN 2021

In the not too distant past, the industry’s move toward the use of 5G New Radio (NR) mmWave technology had been derided as being too 
challenging to be of practical use in mobile devices, mainly due to limited coverage and being overtly costly to implement. However, and 
more recently, many of these technology barriers have been overcome, and 5G mmWave is now a commercial reality in smartphones. 

The complexity of integrating mmWave in smartphones has been addressed by using an evolved system approach and a fully integrated 
RF module design, offering improved performance, latency, reliability, and efficiency. Moreover, the rapid miniaturization and continual 
iterative enhancements of these modules have helped bring mmWave to compact smartphone industrial designs.

After a slow start, mainly limited to the U.S. market, ecosystem momentum for mobile mmWave is gathering pace as many regions are 
targeting deployments, expanding across North America, Europe, and Asia, led by operators in the countries of Japan, Russia, Italy, South 
Korea, and Australia. Implementing the technology in tight combination with 5G NR sub-6 Gigahertz (GHz) and dual connectivity with 
LTE, mmWave is starting to gain impetus. It’s keeping its promise of new business opportunities and enhanced mobile experiences while 
supporting advanced mobility features, such as beamforming and beam tracking. However, even with tangible indicators that mmWave is 
beginning to appear in greater numbers of smartphone models, now including Apple iPhone Stock-Keeping Units (SKUs), and has matured 
enough to support ultra-thin foldable smartphone designs, it is not expected to hit a critical mass of smartphone shipments in 2021 and will 
account for less than 5% of global sales. This is mainly due to a market skew toward China for 5G smartphone sales, which currently does 
not favor mmWave, but this share will dwindle over subsequent years, signaling a wider adoption of mmWave smartphones.

David McQueen, Research Director
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 ENTERPRISES STARTING TO BE SPOILED BY HYPERSCALERS’  
 OPEX-BASED MODELS

Hyperscalers are now targeting the very same enterprise verticals as 
CSPs. For example, Amazon offers multiple devices for either edge or 
on-premises deployments: Snowcone, Snowball, Wavelength, Out-
posts, and Greengrass IoT. 

Meanwhile, CSPs are still drawing their strategies and have not 
executed on the promise of private cellular, 5G, and network slicing 
for enterprise verticals. On the other hand, hyperscalers are already 
deploying enterprise digitization solutions, most of which are usage- or 
subscription-based instead of upfront, CAPEX-based solutions that 
telco systems demand today. 

This will likely make the enterprise vertical domain accustomed to 
these OPEX-based models, meaning telco operators will meet with 
difficulty when implementing any business model with a heavy 
upfront CAPEX component. Telco operators will need to adapt to 
this model to survive, especially in the Small and Medium Enterprise 
(SME) segment.

Dimitris Mavrakis, Senior Research Director

 HYPERSCALERS WILL DOMINATE ENTERPRISE DIGITIZATION  
 EFFORTS, WILL ALSO START OFFERING PRIVATE CELLULAR

While 2020 has seen AWS, Google, and Microsoft all advancing and 
underlining their telco ambitions to provide enterprise connectivity 
solutions, 2021 will see the continuation and extension of this trend. 
Their existing ties with enterprises for cloud storage, as well as their 
general openness toward service-based offerings, will make them 
particularly attractive to enterprises.

Their ambition will be to co-create these with partnerships specifically 
for last-mile connectivity. Their existing excellent ties to a large base 
of developers allow them to deploy the network as a platform and 
leave application development to specialist programmers. This will 
start to include cellular network functionality that will even overtake 
Mobile Network Operator (MNO) efforts.

Leo Gergs, Research Analyst

11 12

5G MARKETS



68 TECHNOLOGY TRENDS THAT WILL SHAPE 2021 12

 GEOPOLITICS WILL START INFLUENCING CELLULAR STANDARDS
While 2020 has seen an increasing number of countries in Europe and Latin America following the United States in restricting the role of cer-
tain “high-risk” vendors from 5G deployments, 2021 will show the indirect effect this geopolitically motivated move will have on cellular stan-
dardization work.

Until now, Chinese vendors have been among the top contributors to The 3rd Generation Partnership Project (3GPP) standardization. With 
the number of countries deciding to restrict the role of Huawei and ZTE in deploying 5G networks (effectively excluding these vendors from 
monetizing their 3GPP contributions), they will certainly carefully consider any future contributions to 3GPP for global cellular standards.

This could give way to two possible scenarios: Huawei and ZTE will shift their focus away from cellular connectivity and focus on different 
technologies. Alternatively, Huawei and ZTE will look to work toward Chinese implementations and alliances to circumvent these restrictions. 
Recent announcements by Huawei about manufacturing its chipsets in Shanghai and shifting its efforts to its industry associations, such as the 
5G Deterministic Networking Alliance, might be the first signs of this development. 

Either way, in 2021, we will see geopolitics affecting the work of 3GPP and other standardization bodies. Therefore, the year to come will show 
the telecommunications industry how geopolitically-motivated restrictions toward certain vendors can unleash a negative slowdown effect on 
the entire industry.

Leo Gergs, Research Analyst
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 MOBILE OPERATORS WILL NOT SUCCEED IN PRIVATE CELLULAR

Tight budgetary controls will prevent enterprises from investing large sums in network infrastructure deployment upfront, giving rise to con-
sumption-based OPEX-intensive pricing models. In addition, requirements for network integrity, reliability, and availability demand customiz-
able deployment options, as well as the flexible design of Service-Level Agreements (SLAs). Furthermore, in the wake of a growing number of 
spectrum liberalization arrangements, spectrum assets held by CSPs lose their bargaining power. In addition, the reluctance of CSPs to adapt 
their monetizing models to service-based OPEX models will jeopardize their enterprise ambitions even further.

Also, the changing shape of the competitive landscape will put traditional CSPs even further under attack. On the one hand, hyperscale 
companies are developing E2E solutions for enterprise connectivity. On the other hand, we see more and more specialized network  
operators emerging and reserving spectrum assets to provide private cellular for enterprises as a service-based offering.  Considering 
this, ABI Research expects 2021 to be a make-or-break year for enterprise cellular business models, particularly MNOs.

Leo Gergs, Research Analyst

5G MARKETS
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5G AND MOBILE NETWORK INFRASTRUCTURE

 2021 WILL MARK THE BEGINNING OF  
 OPEN NETWORKS

2020 has been special, full of eventful twists and 
turns, ranging from geopolitics, such as Brexit, the 
American elections, and the trade war between 
China and the United states, to the spread of the 
COVID-19 pandemic across the world. These events 
have impacted various industries and uncovered 
many gaps in the technology supply chain, which is 
based on a linear and vertically-integrated mod-
el currently dominated by Ericsson, Huawei, and 
Nokia.

In 2021, expect the mobile industry to start breaking 
up with this model. Alternatively, the mobile value 
chain will increasingly migrate to a more open net-
work approach. Vendors at every node of the supply 
chain, from chipset suppliers and antenna vendors 
to system integrators, will attempt to increase their 
products’ value and establish themselves as essen-
tial payers in the chain.  This approach will lower the 
barriers to new entrants in the mobile supply chain, 
spurring innovation and competition across the 
entire value chain. 

The emergence of the Open Radio Access Network 
(RAN), network cloudification, and the adoption of 
edge computing are the key anchors that will form 
the foundation of next-generation open networks.

Malik Saadi, Vice President, Strategic Technologies

 TELCO MARKET WILL  
 CONSOLIDATE EVEN  
 FURTHER, HYPERSCALERS  
 WILL MOVE IN

Geopolitics and COVID-19 will cause 
the global market to slow down and 
will continue to highlight the impor-
tance of telco networks. This will 
translate to outstanding government 
support for telco operators in both 
Western and Eastern markets, but at 
a time when the telco consumer busi-
ness will continue to face competitive 
and market-related pressure. 

ABI Research expects several 
high-profile mergers and acquisi-
tions to happen in 2021, especially in 
the open network domain. We also 
expect hyperscalers to start address-
ing private cellular and 5G networks 
more aggressively, which may lead 
to even more high-profile acquisi-
tions, especially in the radio domain.

Dimitris Mavrakis, Senior Research Director

 AI BECOMES A MAINSTREAM  
 TREND TO STREAMLINE 5G RADIO  
 ACCESS NETWORKS

In 2020, Rakuten showed the world how 
Open RAN, coupled with network automa-
tion, can reduce operational costs related 
to network maintenance, operations, and 
even network optimization. 

ABI Research expects many vendors to 
start implementing AI in the Open RAN 
Radio Intelligence Controller (RIC), which 
will ultimately prove to be more import-
ant than the open interfaces currently 
being developed, attracting the lion’s 
share of MNO interest. 

These open interfaces will provide the 
first wave of Open RAN market growth. 
Still, RIC and automation will be the big 
drivers for developing new technology, 
especially for brownfield operators.

Jiancao Hou, Senior Analyst
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 CHIPSET AND HARDWARE  
 PLATFORM DEVELOPMENTS  
 SPUR GROWTH FOR NEW  
 ENTRANTS IN OPEN RAN

The latest market developments indicate 
significant activity in chipset and hard-
ware platform developments. Intel, Qual-
comm, Xilinx, and more chipset OEMs 
are releasing new products targeting all 
layers of 5G base stations. This has in-
cluded Centralized Units (CUs), Distribut-
ed Units (DUs), and, most recently, Radio 
Units (RUs). 

ABI Research expects that 2021 will see 
a plethora of new announcements by 
incumbents, challengers, and even new 
entrants in the previously locked cellular 
infrastructure domain. Delegating the 
RAN technology complexity to specialists 
among chipset suppliers will, no doubt, 
lower the barrier to entry for many new 
system integrators, enabling them to 
differentiate on software design and 
protocol. 

This development will enrich the Open 
RAN value chain and provide MNOs with 
significantly more choice in choosing a 
RAN equipment vendor. This will create 
economies of scale for reference designs, 
software development platforms, and 
test tools for these products, which will, 
in turn, accelerate the Open RAN market 
even further.

Jiancao Hou, Senior Analyst

5G AND MOBILE NETWORK INFRASTRUCTURE

 INITIAL DEPLOYMENTS OF 5G  
 DETERMINISTIC NETWORKS APPEAR  
 IN CHINA

3GPP Release 16 has introduced de-
terministic networking features in the 
5G NR standard, meaning that cellular 
networks can now provide reliable rather 
than best-effort networking.  Despite the 
R16 standard freeze in June 2020, ABI 
Research expects the Chinese market to 
accelerate implementations of these fea-
tures and to deploy the first determinis-
tic 5G network in 2021. 

This will be deployed in the manufac-
turing domain for a business or mis-
sion-critical application and be fostered 
by the Chinese 5G-Deterministic Network 
Alliance (5G-DNA). This will give Chinese 
operators and vendors significant expe-
rience in implementing these features, 
which will, in turn, make the Chinese 
market the clear leader in implementing 
5G for enterprise use cases.

Jiancao Hou, Senior Analyst

1 COVID-19 WILL ACCELERATE THE ADOPTION  
 OF NEUTRAL HOST NETWORKS AND THE  
 DEFINITION OF NEW BUSINESS MODELS

2020 has been a challenging year during which 
COVID-19 has forced people to start working from 
home. This “new normal” has shifted mobile data 
traffic from central locations, such as business 
parks, shopping centers, and touristic places, 
toward more residential and rural locations. This 
change in data traffic is likely to remain in the 
following years because several companies have re-
alized operation continuity with employees working 
from home. However, this situation might impact 
the business models of MNOs, which have calculat-
ed the Return of Investment (ROI) typically based on 
data traffic demands in highly congregated areas. 

Thus, with the traffic transition toward rural and 
residential areas, neutral hosts can create net-
works that enable cellular connectivity indoors in 
different multi-tenant building sizes, with collabo-
rative work with MNOs enabling the first business 
models and technical definitions of the neutral 
host networks. Thus, MNOs will have better ROI 
with reduced CAPEX compared to the deployment 
of dedicated networks. And end users will have a 
better work experience from home. This may also 
trigger an excellent business stream for MNOs to 
deploy indoor systems to deliver coverage and data 
services to corporative users. However, a corporate 
business-line redesign is needed to reduce custom-
er churn, with neutral host networks representing 
a good opportunity to overcome this business 
challenge. 

Johanna Alvarado, Senior Analyst

19 2018

68 TECHNOLOGY TRENDS THAT WILL SHAPE 2021 15



68 TECHNOLOGY TRENDS THAT WILL SHAPE 2021 16

5G AND MOBILE NETWORK INFRASTRUCTURE

 vRAN WILL NOT ACCELERATE THE DEPLOYMENT OF C-RAN  
 DEPLOYMENTS 

Centralized-RAN (C-RAN) solutions promise great advantages for deploy-
ing new cell sites due to the potential reduction of equipment footprint, 
reduced energy consumption, enhanced resource pooling, and reduced 
CAPEX. Yet, the adoption of Virtual RAN (vRAN) will not accelerate the de-
ployment of C-RAN configuration due to different factors, namely reduced 
availability of transport infrastructure (fiber) and reduced availability of 
edge data centers to house Virtualized Central Units (vCUs) and Virtual-
ized Distributed Units (vDUs). 

However, it is likely that with the adoption of vRAN solutions, MNOs 
will start to transition from fully distributed networks, where CUs and 
DUs are co-located at the cell site, to centralize the CU at the core edge 
depending on the use case scenario. For instance, for enterprise verticals 
with stringent low latency requirements, CU and DU will have to be co-lo-
cated at the local main equipment room. 

Johanna Alvarado, Senior Analyst

 THE DEPLOYMENT OF 5G INDOORS COULD BE DELAYED  
 DUE TO COVID-19

MNOs have started to bring 5G indoors, mainly in highly congested areas, 
such as stadiums, airports, and arenas. These deployments have acceler-
ated the adoption of Distributed Radio Systems (DRSs), which can support 
premium features and support the frequency bands in which 5G typically 
operates while overcoming many of the challenges of the traditional Dis-
tributed Antenna Systems (DASs). 

However, due to the pandemic, the deployment of 5G indoors may be 
delayed because many public venues have remained closed without 
spectators for several months. Instead, MNOs are working more rapidly to 
densify their outdoor networks to have a greater reach to end users.

Johanna Alvarado, Senior Analyst
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5G AND MOBILE NETWORK INFRASTRUCTURE

 5G WILL NOT BE ENVIRONMENTALLY FRIENDLY IN 2021

As 5G technology grows in prominence globally, its environmental bene-
fits are touted by experts across the industry. These benefits arise from 
the countless opportunities that 5G is enabling and creating. With larger 
amounts of data now being transferred at much higher speeds, the syn-
ergy between 5G and technologies like AI and the IoT could lead to lower 
energy consumption and increased efficiencies in operations.

However, this may not be true in the near term. According to ABI  
Research’s Network Technology and Market Tracker (MD-NWMT-104), 
global 5G subscriptions are forecast to grow from 234 million in 2020 
to 347 million in 2021 at a rate of 48.4%. This accelerated growth in 
5G adoption will likely strain the environment as a growing number of 
consumers will be switching over to 5G devices to take advantage of the 
high speeds and low latency. 

The transition will potentially create large amounts of electronic waste 
and it is crucial that operators and manufacturers do more to encourage 
recycling and the use of recycled materials in their 5G operations and 
developments. In addition, energy consumption could increase tremen-
dously as the higher speeds encourage more usage among consumers 
and applications. It is prudent that Research and Development (R&D) is 
directed at reducing energy consumption and carbon footprints in the 
telecommunications industry.

Jun Wei Ee, Research Analyst

 ANTENNAS SUPPORTING 5G IN LIMELIGHT, BUT ANTENNAS  
 SUPPORTING 4G REMAINS IMPORTANT IN 2021

One of the main challenges that telecommunication operators face as they 
upgrade toward 5G is deploying the newly acquired spectrum bands (e.g., 
mid-band) onto existing cell sites. However, existing cell sites have limited 
physical space. Therefore, to tackle the limited site space, operators will 
have to adopt new multiband antennas that support the legacy frequency 
bands in the sub-3 GHz range, thereby making space for antennas support-
ing 5G.

4G will also continue to be the primary data traffic and subscription driver 
in the next few years and certainly in 2021. According to ABI Research’s 
forecasts, 4G will carry about 75% of the total mobile traffic in 2021. Some 
operators are refarming the older 2G/3G spectrum bands for 4G; for exam-
ple, Verizon and Swisscom have plans to do so at the end of 2020. 

Operators will also have to ensure the deployment of antennas matching 
the respective frequencies as they phase out the older 2G and 3G spectrum 
bands. The 4G network plays an essential role as the main traffic driver 
and the support for 5G rollouts; thus 4G antennas will continue to play an 
important role in supporting the performance of and the user experience 
with the network.

Dean Tan, Research Analyst

23 24



68 TECHNOLOGY TRENDS THAT WILL SHAPE 2021 18

ARTIFICIAL INTELLIGENCE AND MACHINE LEARNING

 THERE WILL BE MORE CONSOLIDATION IN THE AI HARDWARE BUSINESS
While 2020 is relatively quiet when it comes to Venture Capital (VC) investment in AI, AI has shown tremendous potential in various applications 
across all industries. This has led to the acquisition of Arm by NVIDIA and the potential acquisition of Xilinx by AMD. 

This consolidation trend will continue in 2021, as chipset vendors are looking to diversify and expand their AI product portfolios to serve a rap-
idly growing cloud and edge AI market. Portfolio diversification across multiple architectures, including CPU, GPU, DSP, and hardware accelera-
tors, drives current and future acquisitions in the computing space. 

This will play a fundamental role in the transition toward fully-fledged heterogeneous computing, which will be key for handling the next 
-generation AI networks’ heavy workloads. Also, expect acquisitions to happen in the TinyML space, where established AI chipset vendors look 
to expand into ultra-low-powered AI. AI hardware consolidation will likely happen in China, too, as the country is growing its expertise in the AI 
chipsets business by building strong domestic AI chipset players to reduce its reliance on Western technologies.

Lian Jye Su, Principal Analyst
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ARTIFICIAL INTELLIGENCE AND MACHINE LEARNING

 DISTRIBUTED COMPUTING WILL BECOME SIGNIFICANT IN 2021

Distributed intelligence is an architecture that breaks computation work-
loads hosted in a centralized system into a combination of one central 
node and multiple end nodes. While this architecture has greatly benefit-
ed from the design and implementation of various systems, such as cloud 
computing clusters, warehouse robots, and smart home systems, these 
systems are often limited by geographical factors, connectivity options, 
and the processing capabilities in end nodes. 

The emergence of 5G and AI is set to change these. Combining the high 
throughput, low latency, and massive IoT connectivity of 5G, with on-de-
vice inferencing capabilities of AI, 5G-enabled edge AI devices will have 
the flexibility to centralize all their workloads in the cloud or perform 
time-, latency-, and security-sensitive workloads at the edge. This re-
moves data privacy, safety, and security concerns, while allowing the 
overall system to update and optimize itself. Expect major webscalers 
and chipset suppliers to align their products and solutions in 2021 to 
address demand for more distributed intelligence across both the con-
sumer and the enterprise markets.

 Lian Jye Su, Principal Analyst

 THERE WILL BE A LOT MORE FOCUS ON ZERO-CODE  
 ONBOARDING FOR EDGE AI

Edge AI deployment has been a challenge as there is a diverse range 
of edge AI chipsets, frameworks, and toolkits. Some players in the 
market are coming up with a zero- or low-code deployment platform. 
These platforms support zero-code web user interface-based deploy-
ment, cloud-based device monitoring, orchestration and manage-
ment, alert management, and ML model performance monitoring and 
retraining. 

Key players include Laneyes and Balena. Some players offer custom 
tools to compress ML models for edge AI devices, such as Edge Im-
pulse, Nota, and SensiML. Expect more startups and system integra-
tors to focus on new offerings targeting zero-code onboarding.

Lian Jye Su, Principal Analyst 
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ARTIFICIAL INTELLIGENCE AND MACHINE LEARNING

 EXPLAINABLE AI NOT TAKING OFF IN 2021

Deep learning-based AI remains a black box. Although cloud AI players, such as Google, H2O, and Element AI, have offered development 
tools and frameworks around explainable AI, AI built based on these solutions is not mature enough for mass commercialization. 

At the moment, most AI models are not designed for transparency, let alone explainability. Hence, do not expect explainable AI to be-
come mainstream in 2021. Also, do not expect massive migration or switching either, because switching away from non-transparent deep 
learning models may not be an option for many companies. 

Lian Jye Su, Principal Analyst
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AUGMENTED AND VIRTUAL REALITY

 BROAD AR MARKET GROWTH OUT OF CONSUMER AND ENTERPRISE

In the Augmented Reality (AR) enterprise market, AR remote applications, such as AR remote expertise and AR remote training, will continue 
to grow and lead in terms of adoption rates. The risk of traveling and the experience from the first months of the COVID-19 outbreak will 
drive demand for proactive solutions that increase employee and business efficiency and ensure employee safety.  

AR software/platform providers will continue to update and expand their offerings, including more features and new strategic collabora-
tions to support, automate, and simplify large-scale deployments while providing more data and analytics tools for proactive decisions.  

Enterprise AR hardware will not shift dramatically, as current offerings well serve value use cases. However, the consumer hardware market 
will be more dynamic. 2021 will be an important one for AR consumer hardware. nReal will ship its first headsets to consumers, while Mad 
Gaze will also look to expand. Also, Facebook is expected to roll out its AR smart glasses out of its Reality Labs initiative; Google may join as 
well after the acquisition of North, and with pressure from Facebook and others. Although expectations for a dedicated AR product launch 
are targeting 2022 for the company, Apple is a wild card.  

The total AR market, including content and usage on mobile devices, will be strong. Media & entertainment and retail & commerce will lead 
in terms of growth and adoption rates due to the establishment of “at home entertainment” and the rise of online shopping. Retailers will 
continually introduce AR capabilities, such as AR product preview/visualization or virtual try-on, into their online platforms to enhance online 
shopping experiences, maintain sales during the pandemic, and remain competitive. The increase in social media usage/spending time and 
the democratization of AR content creation tools (such as Spark AR or Lens Studio by Snap) will unlock opportunities for new AR content 
and increased spending for AR-branded content/advertising.  

Moreover, AR remote assistance for customer service is an application with the potential to be established in the consumer space due to 
social distancing rules. 5G is not likely to have a significant impact on AR in 2021, so some of the promising AR applications that could best 
leverage 5G, such as outdoor navigation and location-based content experiences, are expected to show slow progress despite their initial 
strong potential in combination with 5G speeds.  

Eric Abbruzzese, Research Director
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AUGMENTED AND VIRTUAL REALITY

 VIRTUAL REALITY WILL NOT BE MAINSTREAM IN 2021

Market elements have not aligned to enable mainstream Virtual Reality (VR) adoption. Growth will be strong in 2021, but the user base will not 
reach levels once thought probable where VR competes for usage time with TVs, smartphones, and traditional displays. Price and availability 
of valuable content remain primary barriers. The Oculus Quest 2 is the best positioned VR device the market has seen so far, with a US$300 
starting price and no other hardware required to use it, such as a tether to a smartphone or PC. The cost of US$300 is likely to be a sweet spot 
for standalone VR, but it can still be seen as expensive for a limited use item that will be outdated by next year. While smartphone-like upgrade 
cycles are possible and would spur growth overall, the lack of necessity for VR will limit that possibility.

As for content, gaming dominates, but there have been only a few “must-have” games for VR so far, with few AAA game developers and pub-
lishers getting involved. Early efforts in video content, especially for sports leagues, have shown promise, but never to the point of disruption. 
Apple’s acquisition of NextVR, a content house, points to promise, but not for another 1 or 2 years, when a library of content is built, potential 
users are shown the value of VR content, and ultimately, those users have bought in. Social and environmental dynamics of content consump-
tion are also a challenge; many do not have space in their homes to fully experience 6 Degrees of Freedom (DOF) VR, and in-person content 
sharing is limited simply due to the form factor of VR.

Therefore, the enterprise sector remains the fastest growth opportunity for now. Training and simulation in VR have shown increased training 
efficacy and trainee engagement. During the pandemic—and after—remote training and worker enablement through VR allow workers to re-
main engaged with limited workflow disruption for most. The consumer still presents the largest potential user base and the most alignment 
with content in media & entertainment. Still, content creators are mostly waiting for a more approachable user base, and that user base is 
waiting for content. This will not happen by 2021, but the momentum is growing across both consumer and enterprise spaces. 

Eleftheria Kouri, Research Analyst

30



68 TECHNOLOGY TRENDS THAT WILL SHAPE 2021 23

DIGITAL SECURITY

 THE LACK OF SECURITY STANDARDIZATION WILL THREATEN THE DEVELOPMENT OF IOT SERVICES

The fervent expansion of IoT connectivity and subsequent monetization strategies have revealed cavernous security concerns fueled by the 
lack of proper security standardization. With each passing quarter, the ever-evolving IoT cyberthreat horizon unleashes new attack vectors, 
costing the world’s largest markets tens of billions of dollars in damage. Traditional finance, enterprise, and government verticals are not 
the primary targets anymore, ;instead attacks are becoming more frequent, and more sophisticated, in areas such as: 

• Connected infrastructure   •    Industrial and processing facilities  
• Smart healthcare   •    Monitoring devices  
• Connected transportation   •    Automotive telematics  
• Surveillance systems   •    Smart cities 

Driven by increased cyberthreats, IoT players often begrudgingly accept the push for specific security tools and protocols, urging security 
integrators to chop them down to their bare essentials to negate any operational disruption and latency.  

However, this migration of IT security tools toward Operational Technology (OT) and the broader IoT ecosystem simply does not work. 
Even standard IT-borne tools like firewalls or Intrusion Detection and Prevention Systems (IDPSs) need to be wholly re-worked and re-
trained with new AI models.  

It is essential to fit each IoT market’s security requirements, not to mention the mandatory addition of Transmission Control Protocol (TCP)/
Internet Protocol (IP) to IoT communication protocols, Thing identity management, and gateway-level protection for lower computing power 
devices. This effect is exacerbated due to the lack of widely accepted accompanying security standards and regulations, except for a few 
much appreciated security frameworks instigated by bodies like the International Organization for Standardization (ISO) and the National 
Institute of Standards and Technology (NIST). 

From automotive to smart cities and industrial control systems, security frameworks and architecture vary greatly, are often prone to inher-
ently insecure communication protocols, lack security infrastructure, or are locked behind proprietary manufacturer options, adding further 
complexity for security operations. Like a vicious circle, the IoT security concerns do not stop there.  

All compromised devices and platforms can be leveraged by cyberattackers as botnets to launch further attacks in the form of massively 
brewed Distributed Denial of Service (DDoS) and sent back to disrupt and destroy the defenses of other IoT markets. Standardizing and de-
veloping a fully-fledged security framework for the entire IoT is, of course, a tall order. Due to the highly fragmented, volatile, and, ironically, 
intertwined nature of this IP-connected ecosystem, this security unification will not happen anytime soon. However, it will be determined 
by painstakingly securing its key markets one by one, mending the cross-vertical integration challenges, and adopting a ROI-driven security 
approach moving forward. 

Dimitrios Pavlakis, Industry Analyst
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DIGITAL SECURITY

 THE BIOMETRIC PAYMENT CARD IS COMING, BUT MASS  
 ISSUANCE WILL NOT HAPPEN IN 2021

The biometric payment cards market continues to gain significant  
momentum, gaining further traction from the COVID-19 pandemic, viewed 
as a next-generation payment card form factor suitable for a post-COVID-19 
world.

The market’s need and demand for Everything to Everything (E2E) contact-
less experiences continue to increase as people’s awareness, and percep-
tion of social and physical interactions continue to shift. The biometric pay-
ment card lends itself well to this new post-COVID-19 contactless paradigm, 
combining Strong Consumer Authentication (SCA) with a payment process 
that requires no physical interaction at the Point of Sale (POS), offering a 
true E2E contactless payment experience, without compromise.

Now all ecosystem players are readying themselves for mass-market adop-
tion. The full focus is on cost-down strategies, from the sensor and chipset 
level, to the inlay and finished card, as vendors look to reduce the Bill of 
Materials (BOM) and manufacturing complexities via the development of 
second-generation components and architectures. Every ecosystem player 
has a role to play in helping to significantly reduce the biometric payment 
card from its current ASP in the US$20 to US$30 range. Pricing continues 
to be the largest market inhibitor, and despite significant efforts to address 
this, it will not translate into mass issuance in 2021.

The next generation of biometric payment card products will likely hit the 
market in 2021/2022. Although this will help push the price point down to 
the US$13 to US$20 range (dependent on volumes), they will continue to 
command an ASP significantly higher than standard contactless cards. With 
a pricing ratio between a contactless card and biometric payment card 
in the range of x5, ABI Research expects that approximately 300,000 to 
1 million biometric payment cards will be delivered as of 2021. However, 
2021 will not mark the beginning of mass issuance, but rather the year that 
will be defined as the “soft” commercial launch milestone.

Phil Sealy, Research Director

 THE GLOBAL PASSPORT MARKET WILL NOT FULLY  
 RECOVER BY 2021

Due to the ongoing COVID-19 pandemic, year-on-year growth for e-passport 
shipments will experience a considerable decline of -34.9% between 2019 
and 2020, with passport-heavy countries, such as the United States and Chi-
na, bearing the brunt of the shortfall with shipments expected to fall by up 
to 50% to 60%. With most borders closed and almost no international travel 
opportunities, the credentials’ replacement rates have dropped significantly.

The volume of applications for passport replacements has fallen significantly 
across the globe, as the credentials (which already come with a high cost 
to the end-user) have been limited in their access to destinations as coun-
tries close borders and cease international travel to limit the spread of the 
pandemic. Citizens have clearly made a choice to defer passport renewals 
until they can maximize the use of their credential expiration, something that 
is difficult to measure given the ongoing market uncertainty originating from 
countries heading into second lockdowns, such as the United Kingdom. 

Also, any citizens who have opted to renew their passports may see consid-
erable delays in issuance. To reduce in-person contact and limit transmission 
rates, many government credential enrollment and personalization centers 
have seen closures, leading to significant backlogs.

As a result, while ePassport shipments will pick up moving into 2021, with a 
year-on-year growth of 26%, this will not be sufficient to match pre-COVID-19 
issuance levels as the pandemic looks to be a continuing issue moving into 
the new year.

Sam Gazeley, Research Analyst
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FREIGHT TRANSPORTATION & LOGISTICS

 VACCINE FREEZER FRENZY—2021 AS THE YEAR OF COLD CHAIN 

Early vaccine candidates require ultra-low temperatures, as much as -70 degrees Celsius©, or -94 degrees Fahrenheit. This is influenced by a 
lack of data storage specifications and shelf life for these new types of Messenger RNA (mRNA) vaccines. The containers to store and transport 
them are not widely available and not required for common vaccines. Constant temperature control is needed E2E from the manufacturing site 
to the inoculation sites. According to known criteria, people will require two vaccines from the same manufacturer within a specific time frame.
That equates to more than 662 million doses in the United States and approximately 1.5 billion across the European population.

Drug companies like Pfizer and logistics giants DHL and UPS are working together on expected supply chain gaps, including logistics and freez-
er farms. Questions remain about the providers of these ultra-cold freezers. One such company is Cryoport, with its C3 Ultra Cold solution dry 
ice shipper that can keep commodities at temperatures of -60 to -90° C. These suppliers are not particularly large companies. And not many 
offer transportable options (versus upright freezers from ThermoFisher Scientific). In question is their ability to scale or the capabilities of their 
supply chain down to the raw materials.

Much of the focus, to date, has been on fulfilment centers and modal capacity for air and road. Another concern is the need to seamlessly 
track temperatures and provide alerts for any out-of-spec loads. This involves integrated software, sufficient compute and sensor capabili-
ties throughout, and the cooperation of both public and private entities across multiple modes and likely competitors. The search for critical 
Personal Protective Equipment (PPE) and ventilators this spring unveiled dependencies on China sourcing, challenges scaling at a global level, 
and a lack of awareness of suppliers’ suppliers. The scale of technology, strategy, and operations excellence needed will require transparency, 
flexibility, and scale never seen, and will take herculean efforts beyond the actual vaccine development and approval. 

Susan Beardslee, Principal Analyst
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FREIGHT TRANSPORTATION & LOGISTICS

 NO GLOBAL RETURN TO THE “BEFORE TIMES” FOR THE SUPPLY CHAIN

When COVID-19 arrived, supply chain trends were either in the early stages of implementation or planned—for 5 years from now. Companies 
that were not prepared to pivot quickly to digitization, automation, and a contactless consumer scrambled to respond. Many companies be-
came acutely aware of the complexities of their supply chains, from workforce capabilities, distribution networks, and modal restrictions down 
to their raw materials suppliers. Concurrently, the adoption of digital and low/no-contact behaviors shifted exponentially and rapidly, becoming 
ingrained this year for many.

One area receiving attention is the reconfiguration of supply chains geographically (China+1, near-shoring, etc.), which is a longer-term strategy. 
Investments and partnerships are proliferating from Vietnam and India to Mexico and beyond. However, beyond a sales office, many con-
siderations remain, including regulatory, infrastructure, and employee skillsets/wages regarding the need for an extended ecosystem, which 
has been developed in China for the last 10 to 20 years. It is important to consider geographic diversity, which will likely reframe many supply 
chains over the remaining decade.

U.S. e-commerce growth is estimated to be -44% year-on-year in 2020. Consumer expectations continue regarding fast delivery, a variety of 
delivery options, and free shipping. These changes include continued curbside pick-up and Buy Online Pay in Store (BOPIS) options, as well as 
last-mile deliveries, the latter of which poses a profitability issue for retailers. Government exemptions for Automated Ground Vehicles (AGVs), 
including Nuro and Starship Technologies, will continue to support options for lower costs, less contact, and greater choice for consumers. 
Another lasting change is underway with Consumer-Packaged Goods (CPG), which have been materially reducing their SKUs to those with the 
highest volumes. Coca-Cola is eliminating half of the number of brands it produces. Mondelez International is reducing its line-up by 25%, with 
further reductions planned by both Procter & Gamble and General Mills. It remains to be seen how this will impact consumers accustomed to 
actual and virtual shelves with nearly unlimited variety.

Finally, even the latest mid-range Gross Domestic Product (GDP) estimates anticipate a slower return to pre-pandemic growth levels, account-
ing for time to bring back entire industries/verticals that were decimated. Some airlines are not expecting to return to earlier levels before 
2024, and an historic number of retailers and restaurants have closed permanently. Although goods transportation has seen a promising 
rebound from the spring, pinch points continue, from driver shortages (back to 2018 levels) to container shortages and carrier bankruptcies 
due to increasing insurance costs and lower profits. Further digitization and integration of systems will provide greater visibility, flexibility, 
and ROI to supply chain participants that can improve economic performance, but likely after 2021 on a broader scale.

Susan Beardslee, Principal Analyst
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INDUSTRIAL, COLLABORATIVE, AND INDUSTRIAL ROBOTICS

 FUNDING WILL NO LONGER BE MONOPOLIZED BY THE SELF-DRIVING CAR AND HEALTH SECTORS

In 2019, self-driving car vendors and health robotics companies (mainly for surgical automation) represented 73% of the US$17 billion spent 
by venture and corporate funders. That will not be the case in 2020, and in 2021, the Venture Capital (VC) market will continue to diversify.

Commercialization of the robotics health market is happening at a feverish pace, with 5,582 Da Vinci robots installed as of 3Q 2020. Mean-
while, the Autonomous Passenger Vehicle (APV) space faces increased scrutiny after massive investment met with virtually no commercializa-
tion. Increasingly, startups in the broader field of robotics are garnering attention, with examples being Seegrid and Outrider. 

Rian Whitton, Senior Analyst

 ROBOTICS INVESTMENT MARKET SHARE BY INDUSTRY 2019 (%)

36

Investment Values (US$) 
Automotive 10.9 billion 
Health and Quality of Life (QoL) 8.2 billion 
Warehouse/Distribution 4.5 billion 
Delivery 1.3 billion 
Commercial (General) 1.2 billion 
Retail 667 million 
Hospitality 620 million 
Discrete Manufacturing 620 million 
Emergency Response 190 million 
Agriculture 186 million 
Cleaning & Maintenance 169 million 
Defense 142 million 
Inspection 119 million 
Process Manufacturing 72 million 
Construction & Demolition 72 million 
Other 265 million
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INDUSTRIAL, COLLABORATIVE, AND INDUSTRIAL ROBOTICS

 COVID-19 WILL NOT SIGNIFICANTLY DISRUPT THE  
 ROBOTICS MARKET

The robotics industry can anticipate a significant rebound in 2021 as 
the negative impact of COVID-19 will slowly dissipate. As the crisis has 
unfolded, interest in robotics has skyrocketed, even as deployments 
have stalled due to installation challenges and companies withholding 
investments. There have been exceptions with the increased deployment 
of service robots and systems for certain applications, like ultra-violet 
disinfection for hospitals and airports. 

But the recent parting of ways between Walmart and inventory tracking 
robot developer Bossa Nova highlights how fragile the pilot to commer-
cialization stage is in the automation world. While the virus opened space 
for more testing and demonstrations, the more challenging real-world 
robotics applications, like last-mile delivery and outdoor scrubbers, are 
not at a stage of development that can meet market needs. 

ABI Research predicts the industrial and collaborative robot spaces will 
continue their strong trajectory in 2021. But the nascent stage much of 
the industry finds itself in precludes the possibility of a significant ac-
celeration in adoption due to the pandemic. Acceleration will only come 
with better data orchestration strategies, more operational experience, 
and a further supportive ecosystem from adjacent technology vendors in 
the cloud, cellular, and AI spaces. 

Rian Whitton, Senior Analyst

 ROBOTICS COMPANIES WILL NOT BE ABLE TO SCALE  
 EFFECTIVELY WITHOUT THIRD PARTIES

Robotics developers have moved up the value chain by developing service 
models and analytics tools to supplement their hardware revenue. Some are 
offering comprehensive cloud platforms that control all aspects of the robot’s 
operation. This is potentially beneficial to the robot vendor because they can 
lower hardware costs and control more of the process. But considering the 
limited budgets and time these companies have, the significant challenges of 
deploying robots can divert precious resources to customer service.  

Given that robots currently do not scale easily with more deployments, and 
require engineers to manage and maintain, roboticists need outside assis-
tance. System integrators like Ricoh Automation are beginning to provide 
more customer service options. Robot vendors that build robust and wide-
spread distributor links like Universal Robots and Mobile Industrial Robots 
are benefiting from more shipments. 

Looking forward, other third parties like cloud service providers and comput-
ing vendors (such as AWS and NVIDIA) are building comprehensive robotics 
offerings for developers. While NVIDIA covers onboard processing, simula-
tion tools, and ever-more comprehensive development platforms, AWS is 
building cloud computing specialized for robotics vendors. These adjacent 
technology vendors will become increasingly central to the robot space as 
the use of their hardware and services become more ubiquitous.  

While in the long term, robotics vendors want to develop vertical integra-
tion and move up the value chain, this is a long-term prospect, and right 
now, they need third parties. 

Rian Whitton, Senior Analyst
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INDUSTRIAL & MANUFACTURING

 ADDITIVE MANUFACTURING SOFTWARE INNOVATION  
 WILL PLAY CATCH-UP

Additive Manufacturing (AM) has made considerable strides over the last 
decade thanks to advances in computer processing, simulation, robotics, 
material science, connectivity, and overall process control. This led to the 
broader use of the technology for applications other than rapid prototyp-
ing. Now, AM is used for everything from hearing aids and dental implant 
molds to low-volume, high product mix situations, such as at a service 
bureau or job shop. This statement mostly applies to polymer systems, 
but increasingly includes metal AM as well. But what is becoming increas-
ingly apparent as prototyping and low-volume applications graduate to 
mid- and eventually high-volume production is the massive gap between 
hardware capability and software enablement.

Software is the glue that makes systems operate in a systemic, rather than 
an isolated or independent and less useful manner. Software manages the 
file design (Computer-Aided Design (CAD). It is responsible for structuring 
and communicating the toolpath (Computer-Aided Engineering (CAE)), 
monitoring material flow/feedstock recycling systems (Manufacturing Exe-
cution System (MES)/Enterprise Resource Planning (ERP)/Product Lifecycle 
Management (PLM)), and driving continuous improvement of both product 
and process (simulation).

AM is an ecosystem starting to open up to third-party developers, and we 
will see this in 2021 with broader support for AM systems in IoT platforms 
like Siemens MindSphere. We will also see a much greater emphasis on 
simulation and integration of process parameters for greater repeatabil-
ity and systems management. Finally, the market will start to realize the 
disparity between hardware and software innovation and react with new 
solutions, and new programs that improve awareness, education, and 
integration. The reason these actions are inevitable is that production AM 
simply cannot happen without them.

Ryan Martin, Research Director

 SIMULATION WILL BE THE NEEDLE FOR DIGITAL THREADS

Manufacturers and industrial firms have been focusing efforts on creating a 
digital thread that keeps data flowing in a continuous loop between the en-
gineering, manufacturing, and fulfillment teams. Digital threads also need to 
accommodate upstream information (from suppliers, such as the availability 
of parts or raw materials) and downstream information from distributors, 
customers, and their customers, too. This can be achieved by enabling data 
to be shared between industrial applications (MES, ERP, PLM, Warehouse 
Management System (WMS), Supply Chain Management (SCM), etc.).

The year 2020 has put in stark relief the fact that firms do not operate in 
isolation. Think back to the first half of this year when retailers ran out of 
certain goods, and manufacturing plants came to a standstill due to the lack 
of parts. The digital threads had failed to anticipate demand surges because 
ML was looking at historical patterns and did not provide firms with the abili-
ty to maintain production.

Firms will now need an overview of their operations, and they will need to 
stress test them to build resilience. Projects will look to simulate scenarios 
and run what-if analysis; the analysis should cover both downstream events 
(in end markets or individual customers) and upstream events to simulate 
how to accommodate supply chain events in engineering and production 
departments. Digital threads will need to be more than a system of record 
versus a strategic tool for manufacturers and industrial firms to fully under-
stand and accommodate changes in the operating environment so they can 
thrive in uncertain times. 

Michael Larner, Principal Analyst
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INDUSTRIAL & MANUFACTURING

 SMART MANUFACTURING BUILDS MOMENTUM IN 2021, BUT ONLY TAKES OFF WITH 4G/5G CELLULAR

Smart manufacturing will continue to build on its momentum in 2021, but not until factory owners embrace 5G for their smart factory connec-
tivity layer will they reap the operational benefits. Factory owners have been deploying industry 4.0 tools, such as condition-based monitoring, 
inventory management, and building automation using ethernet cable, but deploying wireless-enabled Industry 4.0 tools will bring smart manu-
facturing to its full potential. Applications like wearables (health and location/safety trackers) and AR are only possible with wireless connectivity. 

Wi-Fi 6 has notable enhancements over Wi-Fi 5. However, managing the end-point density and orchestrating the signaling and data traffic could 
be more challenging for aggressive IoT deployments in congested factory spaces. 4G improves IoT device management up to 50,000 devices 
per Square Kilometer (km2), but 5G private cellular is the real  game-changer, bringing the full versatility and functionality of 5G  to the smart 
manufacturing opportunity. 

With 5G private cellular, IoT density can reach as much as a million end-points per km2. A 5G edge server can provide enterprise applications 
and a subscriber database, User Plane Function (UPF), and 5G NG control plane management. Indeed, with 5G, some of these functions can be 
offloaded to a telco cloud if the factory owner prefers. By the end of 2021, while 5G private cellular investment will only have notched US$53.3 
million compared to US$1.52 billion for 4G, private 5G cellular’s Compound Annual Growth Rate (CAGR) is 2.6X that of 4G’s.

Jake Saunders, Vice President, Asia-Pacific & Advisory Services
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INDUSTRIAL & MANUFACTURING

 SERVITIZATION WILL NOT NECESSARILY SERVE CUSTOMER  
 OR SUPPLIER NEEDS 

Many machinery manufacturers’ business models are very similar to IT 
hardware suppliers. The production unit provided little or no margin to 
build an installed base with profit margins generated by providing add-on 
services. Others are aping software vendors’ move to pay-per-use models 
with Konecranes looking to give the clients weightlifting (as opposed to 
cranes), SKF providing rotations (rather than bearings), and aaS models 
with Kaeser Kompressoren now offering Air Compression-as-a-Service. 
Customer engagements concern the delivery of a service, rather than a 
product.

The move to servitization is timely as manufacturers want to have fewer 
people working inside the facilities to achieve social distancing, but can-
not afford to neglect the machines. This scenario drives demand for such 
models whereby machinery suppliers remotely monitor the assets. When 
coupled with analytics, software can provide Maintenance-as-a-Service with 
technicians entering facilities only when required. Furthermore, the shift to 
pay-per-use models enables manufacturers to keep costs down.

But manufacturers already use technology vendors and system integrators 
to optimize asset performance and identify cost savings. The customer 
may also need to shift the financing for a piece of machinery from a CAPEX 
purchase to OPEX models. However, before looking at the finance models, 
the metrics used (rotations, weight lifted) may not necessarily resonate with 
the customer or be fully appreciated by finance staff, making it harder to 
build the business case.

The supplier is challenged with reconfiguring and managing changes to 
service teams that are used to predictable schedules. Publicly traded 
companies will face the same challenges that legacy software vendors 
faced in keeping financial analysts on the side, while changing revenue 
streams from large upfront payments for software licenses (large regular 
payments for the piece of equipment over time) to smaller incremental 
streams from aaS models.

Michael Larner, Principal Analyst

 INDUSTRIAL BLOCKCHAIN WILL NOT REVOLUTIONIZE THE  
 MANUFACTURING SECTOR IN 2021

Industrial blockchain applications are dynamizing the broader blockchain 
market, which has seen global revenue fall 35% between 2018 and 2020. 
Notably, industrial blockchain revenue grew 131% in that same period, driv-
en by successful pilots in food and beverage, and in transport and storage. 
These markets will see exponential growth over the next 24 months. Howev-
er, blockchain manufacturing applications are not going to see any significant 
traction immediately within that industrial breakthrough.

This is largely due to the almost exclusive interest in how blockchain can 
successfully enable provenance, trade finance, and tracking and tracing ap-
plications, rather than in manufacturing itself. Blockchain remains a nascent 
technology, and those successful pilots are still in the initial stages of com-
mercial deployment. Industrial stakeholders are keen to wait until the ROI is 
proven on a first application before engaging in other use cases.

Further, the actual manufacturing opportunities are not yet clear for block-
chain usage. Where on the factory floor can blockchain be most effectively 
leveraged? Initial research and a limited number of projects have looked at 
how smart contracts could aid on-demand and cloud-based manufacturing, 
crowdsourcing additive/Three-Dimensional (3D) printing, smart diagnostics, 
prognostic health management, predictive maintenance, and automated 
Machine-to-Machine (M2M) transactions for order placement and machine 
servicing, etc. However, many of these applications rely on engaging in in-
dustry 4.0 development strategies, which is still a distant milestone for many 
factory operators. Blockchain-based manufacturing operations will remain a 
low priority and an underdeveloped opportunity in the near term, despite its 
potential and the hype around it.

Michela Menting, Research Director
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LOCATION TECHNOLOGIES

  ULTRA-WIDEBAND WILL EMERGE AS A KEY WIRELESS CONNECTIVITY TECHNOLOGY IN 2021 AS  
 ABI RESEARCH FORECASTS 300 MILLION DEVICE SHIPMENTS

The last couple of years have laid the foundation for Ultra-Wideband (UWB) to become a mainstream wireless connectivity technology across 
many consumer and IoT applications over the next decade. ABI Research expects 2021 to be a critical juncture in UWB’s rollout and increased 
adoption thanks to wider chipset availability, adoption across multiple segments, and the formation of a healthy UWB ecosystem across the 
entire supply chain. 

In June 2020, the UWB Alliance and FiRa Consortium announced a formal liaison to help accelerate the development and adoption of UWB tech-
nology, with the former focusing on regulation, and the latter on use case specifications, interoperability, and certification programs. In Septem-
ber 2020, the FiRa Consortium added a further 21 members to its growing network, including Thales, Cisco Systems, and STMicroelectronics, as 
well as numerous adopter members across the globe.

In the chipset space, Qorvo acquired UWB pioneer Decawave in February 2020, and STMicroelectronics acquired UWB specialist BeSpoon in 
July. NXP recently extended its UWB portfolio by unveiling its Trimension SR040 and SR150 ICs, targeting IoT use cases, such as smart locks and 
Real-Time Location System (RTLS) tags, building on its existing smartphone and automotive UWB solutions. Apple has deployed its own UWB U1 
chipset solutions within many devices. 

While historically, the technology has been used primarily within high-accuracy RTLS applications, 2020 has propelled UWB into various new 
markets. To date, arguably the biggest news was Apple’s decision to develop and use its own UWB technology in its iPhone 11, iPhone 12, and 
iPhone SE series of devices. In addition, Samsung now supports the technology in its Galaxy Note 20, while Xiaomi has also added the technol-
ogy to its Mi 10 series of devices. Apple has also integrated the technology within its latest Apple Watch Series 6, alongside its HomePod Mini 
speaker, demonstrating the importance of the technology going forward. Xiaomi also recently demonstrated UWB leveraged within a variety of 
smart home devices, such as fans, lamps, and smart speakers, highlighting the growing potential of the UWB ecosystem.

Once embedded within a sizable installed base of smartphones, it is clear that new opportunities will emerge within the mobile accessory space, 
alongside wider consumer electronics applications. Though it is difficult to predict which will be the largest markets exactly, it is clear that 
UWB is here to stay and that a strong ecosystem of devices is emerging. The year 2021 will see this growth accelerate, growing to nearly 300 
million device shipments.

Andrew Zignani, Principal Analyst
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 WHILE LEO SATELLITES ARE GENERATING MUCH FANFARE IN 2021, THEY WILL NOT OVERTAKE GEO OPERATORS’  
 DOMINANCE WITHIN THE SATELLITE INDUSTRY

The promise of ubiquitous, high-capacity, low-latency connectivity of mega-constellations has initiated a potential changing of the guard within 
the satellite industry. Potential disruptors like SpaceX and OneWeb are ramping up development and production of their Low Earth Orbit (LEO) 
solutions to offer affordable and universal connectivity solutions.  

Mega constellation business models are propped up by reduced manufacturing costs from either the use of commercial off-the-shelf compo-
nents in software-defined satellite systems or vertical integration (as with the case of SpaceX); lower launch costs due to smaller satellites and 
near-earth orbits; and E2E, consumption-based connectivity targeting untapped markets in rural regions.  

There are, however, major obstacles that will hinder the ambitions of these LEO companies from coming to fruition, especially in 2021. For 
example: 

•    LEO companies must still improve commercial feasibility by overcoming the cost implications of deploying large-scale satellite fleets.  

• The cost advantages of LEO deployments, such as Amazon’s Kuiper (intending to launch 3,000 satellites) and SpaceX’s Starlink  
 (estimated 42,000 satellites by 2025), are neutralized as GEO/Medium Earth Orbit (MEO) deployments only require, at most,  
 10 satellites for global coverage.  

• The need for more ground system infrastructure. 

• Proper orchestration of seamless switching/hand-offs of up to thousands of beams (due to the narrower spot beam capabilities of  
 modern high throughput satellite systems). 

• The challenge of navigating the varied landing rights of different countries. 

Miguel Castaneda, Industry Analyst
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M2M, IOT, AND IOE

 COMMERCIAL BUILDING AUTOMATION MARKET REVENUE  
 WILL CONTRACT FURTHER IN 2021 

Many global companies, including Apple, Facebook, Twitter, Pinterest, 
Infosys, Group PSA, Hitachi, and TCS, have announced that their Work from 
Home (WFH) policies will continue even after the COVID-19 pandemic ends. 
Office buildings account for up to 25% of commercial real estate in key 
regions, and this has been the most affected commercial building vertical 
segment during the pandemic. 

In the short term, the served available market within the large buildings seg-
ment (over 100K square feet) will contract for incumbent Building Automa-
tion System (BAS) vendors, thus impacting the overall hardware and services 
market revenue. Incumbent BAS solution providers will need to explore 
new greenfield market opportunities in the mostly underserved small and 
medium-sized commercial buildings segments. 

The COVID-19 pandemic has presented the commercial BAS market with 
an unprecedented situation to adapt its buildings to meet occupants’ needs 
for health and safety. In 2021, while the overall market contracts, there will 
be an increasing need for flexible building spaces. These will drive demand 
for simple-yet-secure and quick-to-deploy smart building technologies that 
provide seamless occupant experiences and transparency, and, most im-
portantly, address real-time health and safety needs of building occupants. 

Adarsh Krishnan, Research Director

 AS THE DUST SETTLES ON 5G TECHNOLOGY HYPE, LPWANS  
 WILL ACCELERATE IOT CONNECTION GROWTH 

As the Low-Power Wide-Area Network (LPWAN) technology global network 
footprint grows and the IoT solution ecosystem matures, 2021 will witness 
large-scale massive IoT implementations using LPWANs.  

Non-cellular LPWAN technologies will grow the most next year, primarily driv-
en by growing confidence in these technologies and enterprises’ urgent need 
to start implementing IoT solutions following pandemic-induced slowdowns.  

Among LPWAN technologies, LoRa and Sigfox will benefit from its early 
market entry and commercial availability of turnkey IoT solutions. In 2021, 
LoRa will witness the most growth in vertical IoT applications, such as smart 
metering and the smart home, whereas Sigfox will continue to build on its 
early momentum in the tracking and supply chain visibility market.  

In 2020, the global footprint of cellular LPWANs dramatically increased to 
more than 154 networks commercially in 59 countries. However, the lack of 
carrier roaming agreements has hindered the acceleration of high-volume 
product categories, such as asset trackers, environmental sensors devices, 
and smart meters.  

In 2021, ABI Research expects that roaming agreements from telcos will ac-
celerate international coverage and service continuity on LTE for Machines 
(LTE-M) and Narrowband-IoT (NBIoT) networks to offer seamless coverage 
to enterprises that want to deploy connected devices in multiple markets. 

Adarsh Krishnan, Research Director
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M2M, IOT, AND IOE

 A NEW CATEGORY OF LOW-COST, SIMPLE, AND DISPOSABLE LPWAN ASSET TRACKERS WILL START SEEING  
 COMMERCIAL UPTAKE IN THE MILLIONS

One direction for asset tracking device manufacturers is to push increased intelligence and functionality to the device edge, making highly con-
figurable devices for highly variable use cases. Another direction is to simplify the edge device to create single-use and disposable devices and 
make them cheap enough to be sold at high volumes for item- or parcel-level tracking. These devices have little more than a communication 
module, one or two sensors, and a small battery, giving a few months to a couple of years of battery life when activated.

Several LPWAN disposable trackers are already on the market, with models by CoreKinect, Sensitech, NanoThings, and Sigfox, among others. 
Bayer’s solution with Vodafone for flexible and printable LTE-M/NB-IoT tracking labels, with an anticipated 10 million labels deployed by 
2025, will help transform the market. This will mark a turning point in the asset visibility market as LPWAN connectivity, low-power location 
technologies, printable electronics, low sensor cost, and commercial awareness of asset tracking requirements and benefits align to enable 
viable smart label solutions. New challenges and opportunities, such as device kitting and logistics, will arise from this new category of trackers. 
The category will also transform the use of IoT tracking technology for compliance and regulatory alignment in pharmaceutical and food indus-
tries, among many others.

Tancred Taylor, Research Analyst
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 NB-IOT WILL NOT FALL BY THE WAYSIDE, DESPITE 2020 NETWORK CLOSURES

Two NB-IoT networks ceased to exist in 2020; one closed after less than a year of operation, and the other never launched. But carrier commit-
ment to NB-IoT and the market prospects will remain undiminished in 2021. NB-IoT network rollout has led the charge for carriers to establish 
IoT-specific networks, with numerous international operator groups using their NB-IoT coverage as a blueprint for their Cat-M deployment plans. 
Both technologies’ longevity is the assured part of 5G standards where they will stand together to constitute Massive Machine-Type Communica-
tion (mMTC). So, even if their rate of adoption has been slower than initially anticipated, due to the high commoditization, stubborn persistence, 
and generous coverage of 2G networks, their time will inevitably come.

It was NTT DOCOMO that shuttered its NB-IoT network, while it was Dish Communication that canceled its launch. Both had very different reasons 
for doing so. NTT entered a period of resource management in April 2020, partly in response to pressures from the COVID-19 pandemic. Few 
commercial connections had gone live on its NB-IoT network during its brief period of operation, so it was a natural candidate to be cut. 

Meanwhile, Dish had simply missed its opportunity, having announced its NB-IoT network in 2017 before any incumbent U.S. carrier supported 
the technology. Since then, T-Mobile, AT&T, Verizon, and Sprint all launched NB-IoT. Unable to compete and with slower NB-IoT growth than 
2017’s hype suggested, it made sense for Dish to buy Boost Mobile and channel its spectrum resources into the consumer market instead.

The big challenge for NB-IoT as a technology is breaking out of the Chinese market, where 96% of NB-IoT modules are made and 65% are 
consumed. One path may be via standards-based operational integration with complementary communication technologies like satellite for 
backhaul, as evidenced by Sony Semiconductor Israel’s partnership with Skylo Technologies, and MediaTek’s field trial with Inmarsat in August. A 
further barrier has been NB-IoT roaming support from carriers. Although NB-IoT is best suited for connecting stationary objects, devices may be 
shipped to different countries for activation. The problem lies not in the standards, but in incompatibilities in the billing systems and reconciliation 
agreements between carriers for such low data rate connections.

Jamie Moss, Research Director
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 WESTERN INCUMBENTS WILL NOT RECAPTURE THE IOT MODULE MARKET

Cellular IoT module vendors from China exerted a new level of worldwide influence at the end of 2019. Quectel became the leader in terms of 
shipments in 2018, but was still heavily reliant on a late surge in 2G module shipments. European and North American module vendors had al-
ways been dominant when it came to revenue, but that changed in 2019 when Quectel surpassed them. 2G shipments are still an important part 
of Quectel’s business, but 4G is where the revenue lies, and 4G jumped to a massive 55% of its total shipments, giving them a 17% market share 
of 4G IoT module revenue globally. In a market that consists of more than 50 vendors, where NB-IoT and LTE are the target sweet spots, at the 
high-volume and high-value end, respectively, that was an impressive achievement. 
This might not be considered a problem if this performance was an aberration or if Quectel’s only focus was its domestic market. But since its 
market entrance in 2010, Quectel has been heavily focused on international business, which currently constitutes 40% of its turnover.  
More vendors from China are following suit, with Fibocom, at 60% of its business being international, leading the way. Such vendors have also 
leaned heavily on their Original Device Manufacturer (ODM) capabilities, building their modules into white-labeled hardware, sold to carriers and 
IoT service providers in Europe and North America. Fibocom has even developed an industry association to do so: the Fibocom International 
Alliance. And in just a few years, Neoway has become a major supplier of On-Board Diagnostics II (OBD2) dongles for aftermarket telematics. 

The picture may seem bleak for the western incumbents that worked hard to pioneer the market, but they are still dominant where it mat-
ters as they own the trust of device OEMs worldwide. They are known for high quality, customer service, and product innovation, not just in 
hardware design, but also in software features and value-added service integration. 

They have known for years that commoditization in the module hardware-only space was inevitable and have a head start in developing sub-
scription-based business models. Their experience also makes them ripe for acquisition. Thales acquired Gemalto in 2019 for US$5.43 billion, its 
Identity, IoT & Cybersecurity division was worth 46% of Gemalto’s turnover the year before, and its IoT module constituted a quarter of that. 

Jamie Moss, Research Director
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 A SEAMLESS NETWORK BETWEEN TECHNOLOGIES: CLOSE  
 TO HAPPENING, BUT NOT CLOSE ENOUGH

The increase in satellite connectivity for the IoT has seen satellite vendors 
keen to partner with the main MNOs to enable a seamless connection 
globally. Satellite connectivity is better suited for use cases marketed in in-
dustries located in the most rural areas, where terrestrial network infrastruc-
ture is minimal or non-existent. Satellite providers do not wish to compete 
against MNOs, but rather work with to ensure they meet their connectivity 
goal.

Reports of new satellites being launched into orbit lead to the assumption 
that a complete satellite network will be up and running within the next year; 
however, this is not the case. Even with satellite providers having launched 
large numbers of satellites, such as Space-X having launched 713 Starlink 
satellites into orbit, there are still several launches planned to take place this 
year alone to complete their network. These launches are for one specific 
network alone, with several other providers, such as Lacuna Space and 
Astrocast, awaiting launches of their first satellites to take place. Delayed 
launches due to the COVID-19 pandemic has created challenges for manu-
facturing satellites and other launch requirements due to restrictions that 
have been put in place to protect the engineers working on said projects. 
Because launches have been delayed, they are unable to complete the man-
ufacturing process. 

Ultimately, the overall goal is to deliver a global network that can be used 
by devices that offer the ability to connect to both terrestrial networks and 
satellite networks as and when a specific type of connection is required. 
This will not happen until complete networks are in place and key partner-
ships between terrestrial network providers, such as MNOs and satellite 
providers, are in place and secure.

Harriet Sumnall, Research Analyst

 CHINA WILL NOT REGAIN ITS SUPPLY CHAIN PROMINENCE

While this statement may be a risky bet, even when COVID-19 is behind us, 
China will not regain its influence on the global supply chain. The question 
is to what extent, but the wheels of change cannot be stopped as enter-
prises seek to diversify their supply chains for three reasons. First, there will 
be another pandemic. As the world warms and Earth’s population grows, 
pandemics are simply more likely. But where they will break out and how 
they will spread is unknown. Second, onshoring or producing locally is a 
theme resonating across many countries. This is not just a politically driven 
theme. It is a recognition that the economic fallout from trade wars and 
pandemics, climate change, etc. is out of the enterprise’s control. But, pre-
paring for these uncertainties is. Uncertainty preparation is not cheap or 
the most efficient, but, producing locally is cost effective and more control-
lable under these circumstances. In addition, many countries are factoring 
in the national security benefits of producing locally. 

Finally, and probably most importantly, the technologies and toolsets to 
technically and economically diversify away from China are now possible. 
New LPWA devices and networks, cloud location services, blockchain, and 
the IoT supply chain, in general, are now advanced enough to offer asset 
tracking and monitoring solutions that satisfy enterprise ROI requirements. 
This is critical as enterprises need tools and technologies to lower the risk 
of supply chain diversification. These technologies and toolsets will only im-
prove over time, providing scalability and flexibility in solution development 
for greater asset visibility and trust in new suppliers and processes.

Dan Shey, Vice President, Enabling Platforms
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M2M, IOT, AND IOE

 AWS AND MICROSOFT AZURE WILL NOT LOSE THEIR  
 DOMINANCE IN THE IOT MARKET 

The end of 2020 is a great pivotal point on how far AWS and Azure came 
with their dominance in the cloud domain, as well as cloud-enabled IoT 
technologies. Both vendors use opportunities to create global data centers 
for the global manufacturing enterprises in their local clusters, to keep all 
the collected data closer to the source. In addition to multi-billion contracts 
in the data center business, AWS and Azure leverage their scaling and pro-
cessing capabilities for IoT applications.

Both vendors have created marketplaces that are exceeding the abilities 
of others to compete with them (e.g., IBM Marketplace). By leveraging 
third-party solutions via marketplaces, the vendors commit to open stan-
dards and protocols, including proprietary, open-source, and developer 
ecosystems in multi-cloud and multi-platform, hybrid environments. The 
environment is already filled with a wide range of vertical and applica-
tion-specific solutions that enabled AWS/Azure to be a leader in the IoT 
core Platform-as-a-Service (PaaS) market, currently rapidly penetrating the 
industrial cloud (see ABI Research’s SI/VAR and Partner Program IoT Ecosys-
tem Market Data (MD-SVIT-109). 

The industrial customers are alleviated by much more flexible options to 
avoid vendor lock-in with an industrial platform versus adopting a hybrid 
cloud to satisfy their analytics needs and simplify data strategies. For 
more detail, see ABI Research’s report IoT Analytics and Data Management 
Services: Strategies of Major Cloud Suppliers (AN-5268).

Kateryna Dubrova, Research Analyst

 IOT VENDORS WILL NOT STOP RELYING ON OPEN SOURCE  
 FOR IOT PROJECTS

While big IoT data explosion is unavoidable, the competitive landscape is 
tightening between top vendors racing to provide sophisticated E2E IoT 
solutions. Meanwhile, the other ultimate driver for IoT technology is an 
open-source offering, which can be used by the developer’s community 
and is increasing in usage by top cloud vendors, as well as trending SaaS 
players.

One of the most successful open-source IoT communities is the Apache 
Project. The success and significant demand for its technologies (NiFi, 
Spark, Storm, Flink, Cassandra, etc.) are driven by cost concerns about 
proprietary technology development, alongside the cost for its scalability. 
Hence, open-source technologies could further enable interoperability and 
ease integrating the other products without extra investment. The market 
dynamic of 2020 showcased that many enterprises start their IoT journey 
and digital transformation process with open source, most popular with 
data engine and integration tools enabled by Apache Kafka. Such dynamic 
and in-depth research confirms that enterprises will not stop widely using 
existing open-source offerings, nor will the community of developers aban-
don open-source toolkits, favoring only proprietary tech.

However, it is important to stress that proprietary IoT technology is losing 
its popularity to open source; proprietary and open source synergy is a new 
“must-have.” Several existing combinations of proprietary technologies and 
open-source solutions are offered across the IoT market, with StreamAna-
lytix and Oracle Complex Event Processing running on Spark Streaming. In 
contrast, Confluent, AWS, and Azure offer their data management services 
on proprietary engines, as well as Apache Kafka. For more details, see ABI 
Research’s report Business Intelligence 2.0: IoT Stream Processing, Analytics, 
and Data Management Services (AN-5295).

Kateryna Dubrova, Research Analyst
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SMART CITIES AND SMART SPACES

` DIGITAL TWINS WILL BECOME KEY URBAN ASSET MANAGEMENT TOOLS FOR MANY CITIES IN 2021

With digital twins having made their appearance in cities a few years ago, mainly in the form of pilots showcasing limited feature sets, their more 
widespread deployments as transversal governance tools are imminent. This is not in the least driven by COVID-19 requirements to achieve 
increased resilience levels and optimized asset and demand-response resource management. Additionally, real-time 3D models of a city’s built 
environment allow scenario analysis through the simulation of the potential impact of natural disasters like flooding, adopting generative design 
principles for new city developments to optimize energy savings and solar capacity, and saving costs by operating cities more efficiently and 
effectively. 

Vendors like Dassault Systèmes and Engie subsidiary Siradel have extended urban digital twins to open platforms and even marketplaces, 
allowing both new govtech ecosystems of third-party developers to emerge and opening access to key metrics and dashboards to the citizens 
themselves, increasing their overall involvement and helping gain the approval of city government decisions and policies. The role of digital 
twins as the ultimate urban decision and management tool will start to be fully understood, driving deployments and new use cases in 2021.

Dominique Bonte, Vice President, Verticals/End Markets
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SMART CITIES AND SMART SPACES

 DESPITE THE EDGE CLOUD HAVING BECOME ONE OF THE MOST DEBATED TECHNOLOGY TOPICS IN 2020, IT WILL HAVE LITTLE  
 OR NO IMPACT ON SMART CITIES IN 2021 

In partnership with cloud giants like AWS, IBM, and Microsoft, the entire telco community is gearing up to offer low-latency, cloud-native analyt-
ics capabilities at the edge of, but within cellular networks, powered by 5G connectivity. This is mainly driven by the critical need to unlock new 
telco monetization mechanisms to justify and recoup the high costs of 5G network deployments. Similarly, cloud players are keen to extend 
their reach and leverage their capabilities in the distributed cloud paradigm. 

However, while there is clear potential for low-latency edge cloud use cases, such as safety and security operations, including real-time haz-
ard alerts and closed-loop emergency response modes, road intersection remote traffic management, and the operation and remote control 
of autonomous assets like drones, robots, and driverless vehicles, the awareness about this new technology with both city governments and 
Information Technology Services (ITS) providers remains very low. Additionally, installing granular server capacity at the 5G network edge will 
take time, both in terms of 5G network deployments and integrating cloud technology within the cellular network infrastructure.  

In the meantime, the use of analytics at the device/end-point edge in the form of smart AI-based traffic monitoring and surveillance cameras, 
adaptive traffic lights, smart streetlight platforms, and other types of high-compute local sensor data processing will remain the default technol-
ogy innovation and transformation strategy in urban environments in terms of leveraging actionable local intelligence to address urban chal-
lenges related to congestion, safety, and overall resource management. 

Dominique Bonte, Vice President, Verticals/End Markets
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SMART HOME

 THE SMART HOME MARKET IN 2021 WILL NO LONGER BE A HAVEN FOR SMART HOME VENDORS WITHOUT  
 DELIVERABLE AND REALIZED PATHWAYS TO PROFITABLE SERVICE DELIVERY

The title is true unless, of course, the provider has the deepest of pockets. For many OEMs and service providers, the smart home has meant 
a strategy geared to quickly winning hardware sales and potential subscription services further out. However, the ongoing cost of supporting 
a smart home device funded solely by a low-cost purchase price years ago will weigh down smart home players. In leading  
markets, consumers are adding to their smart home systems as much as they are starting on their first purchases. 

Increasingly, while existing devices may remain useful, they will not have the capacity to be upgraded to the latest benefits that new devices 
will support, such as connectivity, sensing, security, and more. Vendors will be facing a choice between the cost of upgrading or integrating 
aging equipment or expecting the consumer to re-purchase devices, potentially losing that customer to a rival offering. At the same time, 
deep-pocketed players, such as Amazon, Apple, and Amazon, while continuing to funnel huge investments into their smart home efforts, 
will continue to drive consumer expectations of free and very low-cost services. These players will continue to do so as they leverage smart 
home devices to drive their wider businesses’ value and revenue.

Jonathan Collins, Research Director
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SMART HOME

 DESPITE CLOUD CONNECTIVITY UNDERPINNING AND DRIVING SMART HOME ADOPTION AND APPEAL  
 FOR YEARS, 2021 WILL NOT SEE CLOUD CONNECTIVITY REMAIN UNCHALLENGED 

Instead, smart home OEMs and system providers will increasingly embed greater on-device processing to enable edge processing, allowing 
them to augment offerings and limit some of the cost and service longevity limitations of lower-capability and cloud-hungry devices. Key fea-
tures, such as an on-device image or sound analysis using onboard AI/ML, will reduce the impact of cloud dependence and reduce demands 
on the home network. Further driving investment in edge processing will be the potential for faster system response times and improved data 
security and privacy as less data need to leave the home. 

A range of new low-power, lower-cost edge computing capable products from Amberella, NXP, STMicro, Silicon Labs, and others all target the 
smart home as a key market, while startups like Perceive are focused on the smart home and AI with their first product. With both Amazon 
and Google pushing their voice control front-ends increasingly as smart home gateway-capable devices, the era of cloud connectivity domina-
tion will not continue unchallenged in 2021.

Jonathan Collins, Research Director
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SMART MOBILITY AND AUTOMOTIVE

 THE FIRST CONSUMER eSIM DEPLOYMENTS SHOULD REACH THE AUTOMOTIVE MARKET IN 2021,  
 DRIVEN BY PREMIUM OEMS

Today, premium OEMs deploy an M2M Embedded Subscriber Identity Module (eSIM) for telematics and, to some extent, infotainment services. 
In this deployment model, remote management of global operations and profiles is executed by the server-side under the OEM’s full control 
(push model). Concerning infotainment connectivity only, there has been an increasing trend toward adopting a pull model (consumer eSIM) 
where the consumer is responsible for the profile subscription management for end-user-driven interactions with infotainment apps.

The consumer eSIM provides drivers with the opportunity to add their cars to their existing data contract. The benefits include affordable 
prices, choosing which functionalities they want available in their vehicles, and making or receiving calls in the car using their current phone 
number seamlessly. On the other hand, OEMs benefit from not being responsible for the subscription management and the billing after the 
free trial period, which would translate into lower costs. OEMs could also promise MNOs to sell and upsell on private data plans as leverage to 
bargain for cheaper deals on telematics.

On the downside, the implementation of a second modem inside the car is capital-intensive. Also, OEMs would have to be willing to lose control 
of the vehicle’s infotainment experience for companies like Google and Apple to create even more integrated experiences among cars, smart-
phones, and other IoT devices. 

Although the ecosystem within carriers is still in development, as eSIM is not supported by all carriers globally, the first consumer eSIM should 
reach the market in 2021, driven by a premium OEM deployment. While a handful of carmakers plan to implement two in-vehicle communica-
tion channels by the end of 2021, consumer eSIM adoption will only gain traction in the automotive industry by 2024.

Maite Bezerra, Research Analyst
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SMART MOBILITY AND AUTOMOTIVE

60.  DESPITE LOW NEW VEHICLES SALES CAUSE BY COVID-19, C-V2X SHOULD GO INTO PRODUCTION IN 2021
After Volkswagen (VW) launched the Golf equipped with 802.11p/Dedicated Short-Range Communication (DSRC) in late 2019, 2021 seems to be the year 
of Cellular Vehicle-to-Everything (C-V2X). The Federal Communications Commission (FCC) proposed a C-V2X mandate in November 2019 and has recently 
announced its intention to transitioning the upper 30 megahertz of the 5.9 GHz band from DSRC to C-V2X. This is expected to have a significant impact 
on the deployment of C-V2X in the United States. For instance, since the first announcement, Audi, VDOT, Qualcomm, Tech Transportation Institute (VTTI), 
and Commsignia have been developing together C-V2X technologies that can be readily introduced to roadways using the 5.9 GHz wireless communi-
cations band. Moreover, Audi expects to complete a C-V2X project that involves two applications that improve safety in school zones and around school 
buses by 2021.

Meanwhile, C-V2X developments in China are progressing at high speed since the country demonstrated a clear preference for the protocol. In 2019, Ford 
announced the deployment of C-V2X in Ford vehicles in China in 2021 and all new vehicle models in the United States from 2022. Despite the COVID-19 
effect on the automotive industry, Ford recently began final testing of Vehicle-to-Infrastructure (V2I) communication equipment in Changsha, in Hunan 
province, ahead of the 2021 launch. The tests are conducted on a 100 km motorway and public roads on a 100 km2 area. A few applications will be made 
available to a small group of owners this year to collect feedback for production next year.

While interoperability between different 3GPP releases was a major concern regarding C-V2X adoption, Autotalks, a V2X chipset provider, has demonstrat-
ed interoperability among chipsets, software, security, and systems in the IMT-2020 C-V2X New Four Layers event in China. The company’s solution is the 
first to support C-V2X based on 3GPP release 14 and 15 specifications with embedded cybersecurity functionality. Moreover, it met all Chinese configura-
tion, throughput, performance, and security requirements.

In conclusion, real-life deployments of C-V2X are expected to occur in China in 2021, a trend that should be followed by the United States consid-
ering the FCC’s recent support of the technology.

Maite Bezerra, Research Analyst
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SMART MOBILITY AND AUTOMOTIVE

 MICRO-MOBILITY WILL CONTINUE TO SIGNIFICANTLY EXPAND

Micro-mobility will continue to grow as a market, with the use of shared 
vehicles, such as electric bikes, scooters, and standard push bikes, having 
increased even during the COVID-19 pandemic. In the last half of 2020, while 
there have been a variety of different countries in lockdowns, the use of 
micro-mobility has not slowed down. As the world becomes more COVID-19-
aware, Mobility-as-a-Service operators have been putting extra measures in 
place to ensure that cleanliness standards have been increased and regulat-
ed so that their services can continue.

Some service operators originally halted their services as the world hit the 
pandemic’s peak; however, several have managed to continue running with 
extra measures in place. As lockdown measures were eased, micro-mobility 
vehicles were picked up again, with the use being more than just the last-
mile additions to commuters’ journeys. Reports have seen users opting to 
use the scooters and bikes at different times than in the past, with people 
now using them for recreational purposes, as well as just for that last hurdle 
of their day-to-day commute.

Pre-COVID-19, ridership was starting to significantly expand, especially as 
many major cities are looking at methods to become greener, which initial-
ly came to a halt as the pandemic started its course; however, New York 
City has seen its ridership increase beyond the peak seen in 2019. Not only 
are there new reasons to use these vehicles, allowing the market to contin-
ue to blossom, but cities are also becoming more lenient with the vehicles 
they allow. New York is now allowing electric scooter fleets to join the electric 
bikes already available, and the United Kingdom has now legalized the use of 
shared electric scooters. These factors contribute to the growth of a market 
that many would assume would have been affected more directly by the 
pandemic.

Harriet Sumnall, Research Analyst

 ELECTRIC VEHICLES WILL BEGIN THEIR SLOW ENTRY INTO  
 THE AUTOMOTIVE MAINSTREAM

2021 will kickstart a decade of growing Electric Vehicle (EV) adoption, which 
will see EV sales move from a rounding error of total new vehicle shipments to 
over a quarter of new vehicles shipping in 2030. This transition from niche to 
mainstream will be built on the introduction of low-cost EV models that satisfy 
the typical mileage requirements at an acceptable price point.

Models slated to be introduced to market over late 2020/2021 include the 
Koda Enyaq iV, delivering a 316-mile range with a starting price of €33,800 
and the SEAT Cupra el-Born delivering a 310-mile range. Both models demon-
strate the spread of VW’s modular MEB EV-specific platform throughout VW’s 
brands. Although EVs still command a cost premium over Internal Combus-
tion Engine (ICE) equivalents, high-volume models, such as those based on 
the MEB platform, the Nissan Leaf, Hyundai IONIQ electric, and the Tesla 
Model 3, will be key to making EVs a viable option for the typical consumer.

As EV owners shift from the legacy of environmentally conscious, enthusias-
tic technology first adopters to more typical automotive consumers, OEMs 
will need to develop more innovative approaches to the life cycle manage-
ment of EVs. Smart charging technologies, support for occasional Direct Cur-
rent (DC) fast charging, and battery management will be critical in supporting 
mainstream consumers in their transition from ICEs to EV ownership. 

James Hodgson, Principal Analyst
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SMART MOBILITY AND AUTOMOTIVE

 NEW VEHICLE SHIPMENTS WILL NOT SNAP BACK TO BUSINESS AS USUAL

The first half of 2020 saw the market for new vehicles implode, contracting by around 70%. COVID-19 and the measures taken to contain the 
spread of the virus dealt a double blow to the already faltering automotive market, disrupting supply chains and depriving the industry of the 
bricks-and-mortar retail environment on which it heavily relies. Many OEMs reported a return to growth in 3Q 2020 as offset demand from 1H 
2020 manifested in a summer period that saw many governments lift restrictions and allow auto dealerships to reopen.

Moving into 2021, however, the automotive industry should not expect a return to the new vehicle sales volumes of recent years. The market 
size is expected to remain subdued until 2024 given the prospect of repeated lockdowns, long-term remote working, and a bleak macroeco-
nomic outlook. At the same time, a boom in used vehicle sales will further cannibalize the precarious new vehicle market. This will give greater 
urgency to develop new business models that will enable OEMs to monetize their brand and vehicles without requiring ever-higher model 
shipments, such as subscription-based approaches that mirror the smartphone experience. A renewed emphasis on life cycle management will 
open up revenue opportunities that are increasingly tied to the fleet of an OEM’s models already on the road, rather than the number of new 
vehicles shipping.

The drop off in new vehicle sales is already manifesting in a drop in Requests for Proposals (RFPs), and a request from industry bodies to push 
back the rollout of new technologies, such as the European Automobile Manufacturers’ Association’s (ACEA) application to the European New 
Car Assessment Programme (NCAP) to delay the rollout of testing protocols for certain new active safety technologies. As a result, many innova-
tive technology developers are looking to the aftermarket and retrofit space to account for the OEM interest drop.

James Hodgson, Principal Analyst
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VIDEO AND CLOUD SERVICES

 INTERACTIVE VIDEO WILL GROW TO DIFFERENTIATE  
 AND TAP INTO SOCIAL BENEFITS

Interactive video is not new, but 2021 will stand out as an inflection point for 
this aspect of the video and entertainment market. The COVID-19 pandemic 
altered consumers’ perception of video and Internet services. In some cases, 
these digital channels were the best connections available to friends and 
family members. This applies to real-time video communications, and fea-
tures like virtual living rooms to view streaming media, which once may have 
been viewed as a novelty that suddenly became then new weekly hangout. 
Social media has also changed how content is consumed and shared.

All of these interactive features require coordination between users and, 
ultimately, very low latencies, bringing attention to technologies like WebRTC 
and SRT to enable the appropriate latency and interaction capability for 
video. The content landscape continues to evolve, and video is increasingly 
becoming pervasive as a means of entertainment and communication, 
which will ultimately impact and force change in video workflows. 

Michael Inouye, Principal Analyst

65.  CLOUD GAMING WILL PICK UP MOMENTUM

Cloud gaming entered a renaissance period in late 2019 when Google 
launched Stadia; while the market did not evaporate following past failures, a 
new broader cycle had started. In 2021, the cloud gaming market will pick up 
momentum. Microsoft xCloud entered beta in 2019 and launched to Xbox 
Game Pass Ultimate to subscribers in September 2020. More recently, Am-
azon and Facebook (stemming from an acquisition of PlayGiga) entered the 
cloud gaming market, offering early access for Amazon Luna and free-to-play 
cloud games in Facebook Gaming, respectively. Most critical is the activity 
from the cloud providers, which also includes cloud gaming efforts in China 
from Alibaba and Tencent.

The year 2021 is still about momentum, though, not seismic shifts in con-
sumer behavior. Launches are still limited and geographically constrained, 
and significant work is needed to address business models, content avail-
ability, and quality of services. The demand for next-generation consoles has 
well outstripped the available supply during the launch window, and even 
NVIDIA’s new GeForce RTX 30 Series GPUs have similarly seen stockouts, 
which are strong indicators that high-end and traditional gaming still has 
plenty of life left. Cloud gaming will, however, expand the gaming market to 
new users and, in time, as in other markets, will see a shift in compute from 
embedded solutions to the cloud and data centers. The year 2021 will prove 
to be a critical one that keeps that momentum moving forward. 

Michael Inouye, Principal Analyst
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VIDEO AND CLOUD SERVICES

COMPANIES WILL NOT MAINTAIN SILOS AND WALLS  
AROUND SOCIAL, VIDEO, AND INTERNET SERVICES

While silos around social media, video, and broader Internet marketing 
will not entirely collapse in 2021, there will be a significant shift away 
from viewing these areas as fully distinct distribution channels and 
market opportunities. Advertisers and marketers are already extending 
campaigns across platforms, and many of the ad tech solutions seek to 
help with cross-platform/channel attribution and campaign manage-
ment. 

Similarly, video platform providers offer solutions to help customers 
distribute content across media channels, including streaming media 
and social networks. Once devoted to specialties like social networking, 
marketing teams are coalescing into coordinated networks, if not multi-
disciplinary teams. 

These activities and consumer opt-in are becoming increasingly im-
portant as brands and advertisers adapt to privacy regulations like the 
General Data Protection Regulation (GDPR) and the California Consumer 
Privacy Act (CCPA), along with the declining use of third-party cookies. 
Making connections to other services like social networking allows mar-
keters to provide more targeted ads and receive opt-in from consumers, 
which are two essential ingredients for digital advertising, be it search, 
video, or display. 

Michael Inouye, Principal Analyst

 

 WI-FI 6E HAS SHOWCASED VALUE, BUT WILL BE LIMITED IN 2021

Ever-increasing connected device density and the growing use of band-
width-intensive applications have always driven the demand for high-efficiency 
Wi-Fi networks. COVID-19 has accelerated demand, as live streaming for work, 
education, and healthcare use cases spiked during the pandemic. Similarly, 
in-home entertainment use cases, such as video streaming and cloud gaming, 
significantly increased, forcing many homes to upgrade their Wi-Fi Customer 
Premises Equipment (CPE) to manage bandwidth demand.  

High demand for better Wi-Fi will only grow over time as the use of 
high-bandwidth, low-latency applications, such as AR/VR, gaming, and 4K 
streaming, increase. Wi-Fi 6E, an extended Wi-Fi 6 with 6 GHz spectrum, will 
help meet this demand. The 6 GHz band in Wi-Fi 6E offers 1200 MHz of addi-
tional bandwidth to support larger bandwidth. 

• While chipset makers Qualcomm and Celeno announced chipsets sup-
porting Wi-Fi 6E in early 2020, and the first Wi-Fi router from ASUS is ex-
pected to be available at the end of 2020, Wi-Fi 6E adoption in residential 
broadband use cases will be very limited in 2021 due to two core factors: 

• The 6 GHz spectrum band is not allocated for Wi-Fi use in every market 
yet. So far, the United States, the United Kingdom, and South Korea have 
released 6 GHz for unlicensed Wi-Fi use, while regulators in many other 
markets are still exploring 6 GHz’s potential and the possibility of releasing 
it for Wi-Fi.  

Chipset availability is limited, leading to less competition and high costs, result-
ing in limited CPE development. Besides, broadband service providers have 
only recently started upgrading their CPE with Wi-Fi 6. This means that it will 
take some time for service providers before rolling out Wi-Fi 6E CPE to their 
customers.  

As a result, ABI Research expects that Wi-Fi 6E adoption will be very limited in 
the residential broadband market in 2021, while Wi-Fi 6 will gain significant 
market shares in 2021, representing 17% of residential Wi-Fi CPE market. 

Khin Sandi Lynn, Industry Analyst
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WI-FI, BLUETOOTH, AND WIRELESS CONNECTIVITY

 60 GHZ WI-FI WILL STRUGGLE IN CONSUMER DEVICE MARKETS, INSTEAD TAKING OFF IN FIXED WIRELESS ACCESS

The consumer device market has seen limited interest in the use of 60 GHz Wi-Fi,. Companies like ASUS added the technology to previous 
smartphones but ultimately decided to remove it, suggesting that it was not widely used and may have caused battery drain on these devices.  

While it’s therefore unlikely that consumer devices with 60 GHz Wi-Fi in 2021 will ship in large numbers, players within the 60 GHz Wi-Fi market, 
such as Peraso, Qualcomm, Cambium Networks, Blu Wireless, Radwin, and Facebook, are now focusing their efforts on offering the unlicensed 
technology for fixed wireless access, backhaul, and mesh networking. It will see significant growth, particularly with the move from 802.11ad 
to 802.11ay. Here, the technology offers fiber-like speeds of up to 7 Gigabits per Second (Gbps), multi-gigabit performance, and low-latency 
line-of-sight connections on an uncongested spectrum in home and enterprise settings without the high cost, licensing, and slow deployment 
associated with fiber.  

The technology has the added ability to reach areas where fiber cannot and provide easy-to-deploy updates, which has often been a  
challenge. The above companies are particularly interested in the technology now. The numbers of people working from home have increased 
incredibly, putting a large burden on home networks and residential broadband. In addition, unlicensed 60 GHz is currently a much lower cost 
solution than what cellular alternatives can provide.  

However, companies within this market must be aware of the challenges of offering 60 GHz solutions, which include: 

• The lack of chipsets, devices, and networks currently available, which is also leading to a lack of awareness.  

• Regulators often focus more on the lower bands for Wi-Fi, which puts off further movement in the higher bands. 

• The 60 GHz band provides direct links and focused beams, which can create complexity for tracking users and signals. 

• The technical complexity of developing solutions in the 60 GHz band. 

• A lack of interoperability.  

As the technology continues to develop, these challenges will present less of a concern for companies offering 60 GHz solutions as the aware-
ness grows, regulations and interoperability options develop, and the technical complexity decreases, allowing the technology to see great 
strength in the fixed wireless access market. 

Stephanie Tomsett, Research Analyst 
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SIX TRENDS  
FOR TRAVEL 

2021 will see people return to old favourites 
and familiar destinations. With overseas 
travel being off limits for much of 2020, 
people are keen to get back to the  
destinations they know and love. 

Booking trends from ABTA Members such  
as Barrhead Travel, easyJet holidays,  
Jet2holidays, TUI and Henbury Travel all 
point to holidaymakers heading to tried and 
tested destinations. Turkey, the Balearics,  
the Canary Islands, Greece and the Algarve 
are among the most popular spots next 
summer, with Florida high up the list for 
those looking to go further afield. 

ABTA’s own research also supports this  
desire to return to old favourites, as just 
32% of people said they would be likely 
to visit a country they had never been to 
before (down from 45% last year) and  
41% said they’re likely to visit a resort  
or city they had never been to before  
(54% in 2019)1. 

This tendency to book a holiday to a place 
they know they will enjoy is also clear from 
the list of the top ten overseas destinations 
for next year, with people keen to visit 
familiar favourites including Spain, France, 
the USA, Italy and Greece2.

  

ABTA has identified six key trends that are shaping people’s travel plans for 2021, 

based on expert insight and research, as well as booking data from our Members.

We identify two distinct types of traveller – those who are eager to return to  

destinations they know and love and those who want to take a ‘once-in-a-lifetime’ 

trip. We also explore a strong commitment to cruise holidays, a rise in breaks that 

embrace the great outdoors, the ever-increasing importance of responsible tourism, 

and holidaymakers seeking the reassurances that come with booking a package  

holiday and the expertise of a travel professional.

	 1

 1 SPAIN (33%)

 2 FRANCE (19%)

 3 USA (17%)

 4 ITALY (16%)

 5 GREECE (14%)

 6 PORTUGAL (9%)

 7 GERMANY (8%)

 8 CROATIA (5%)

 9 NETHERLANDS (4%)

 10 AUSTRALIA (4%)

TOP 10  
overseas destinations  
people plan to visit 

in 2021

IN 2021

 1 EMBRACING	OLD	FAVOURITES

1,2  ABTA Holiday Habits research 2020
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While many are keen to go to tried and 
tested destinations next year, others are 
planning to indulge their pent-up wanderlust 
with a bucket list trip in 2021. Having had 
plenty of time to research and dream big 
about their next chance to travel, we  
expect to see these holidaymakers booking 
adventures of a lifetime and big-ticket 
luxury escapes. 

Recent trends certainly point to a rise  
in popularity for trips that deliver  
unforgettable experiences and a sense of 

achievement for the traveller. Jet2holidays 
has just announced a new winter 2021/22 
programme of once-in-a-lifetime trips to 
Iceland for travellers hoping to catch a 
glimpse of the spectacular Northern Lights, 
and since March, G Adventures has seen 
increased interest in its active travel style, 
with trips to Everest Base Camp, climbing 
Mount Kilimanjaro and trekking the Inca 
Trail consistently ranking amongst the most 
searched for tours. Many people are also 
opting to book trips to luxury destinations 

and Barrhead Travel reports people booking 
extra special trips for 2022.

It is the younger generation in particular 
who are keen to start making their way 
through their bucket list. 18-24-year-olds 
are the most likely to spend as much or 
more on their holidays next year, with 62% 
saying they will. Of those looking to spend 
more, over one in five (22%) of those aged 
18-24 said this was to take the trip of a lifetime, 
compared with just 12% on average3.

Trips that enable holidaymakers to  
embrace the great outdoors are expected 
to prove popular in 2021. 

While city breaks and beach holidays still 
take the top two spots as the favoured 
types of holiday, countryside breaks are 
catching up. Just over a third of people 
(35%) plan to take a city or beach break  
in the next 12 months, down from 42% 
and 40% respectively, whereas 25% of 
people plan to take a countryside break, 
up 2% from the previous year. Lakes and 
mountains (14%), off the beaten track  
trips (9%) and camping (slightly up to  
9% from 8% in 2019) continue to be as  
popular as before4. 

This interest in getting back to nature is 
even more pronounced when it comes to 
taking a domestic holiday. Of those who 
travelled in the UK this past year, a third 
(33%) are planning to take a countryside 

break in the next 12 months, up from  
28% in 20195. 

Many UK tourism venues have been  
exploring ways to move their existing 
indoor offerings into outdoor spaces in 
order to appeal to visitors looking for 
COVID-safe experiences6, while tour 
operators have been launching domestic 
breaks to satisfy this renewed apprecia-
tion for nature and green spaces. Kuoni’s 
new collection of UK & Ireland holidays 
is designed to take holidaymakers off the 
tourist trail to discover hidden gems across 
England, Ireland, Scotland and Wales, while 
Riviera Travel will launch its first range of 
UK tours, including ‘Walk and Discover’ 
holidays in spring 2021. 

3,4,5 ABTA’s Holiday Habits research 2020 

6  www.theguardian.com/travel/2020/oct/28/uk-tourism-venues-embrace-the-great-outdoors-to-survive-the-pandemic

 2 TICKING	OFF	THE	BUCKET	LIST

 3 AN	INCREASING	DESIRE	FOR	COUNTRY	ESCAPES	



Although the Foreign Office has been advising 
against all sea-going cruise ship travel since 
March, the ongoing restrictions do not appear  
to have dented the enthusiasm for cruise 
amongst those who know and love this style 
of travel. 21% of those who have taken a cruise 
holiday before say they would do so again, in 
line with last year (22%), and rising to 31% 
of those over 65, up slightly on last year7.

The popularity of ocean and river cruises is 
also in line with 2019 levels, with 58% of 
people saying they would be interested in  
an ocean cruise and 31% saying they would 
like to go on a river cruise8.

ABTA Members report that people are  
booking ahead for cruises, with it proving  
a particularly popular holiday choice for 
2022 as those who weren’t able to travel in 
2020 are keen for something to look forward 
to. Royal Caribbean is currently taking  
bookings for ex-UK sailings around favourite  
destinations in Europe, while interest is also 
coming through for far-flung destinations 
such as the Caribbean and Alaska. 

In the year ahead new developments,  
including the opening of a fifth cruise terminal 
in Southampton, as well as the launch of 
the world’s first gin distillery at sea on P&O 
Cruises’ new ship, Iona, will no doubt feed  
the appetite of the committed cruiser.

To facilitate a healthy return to service, the 
cruise industry is investing in new protocols, 
technology and enhanced health and safety 
measures to protect the health and  
wellbeing of guests and crew, guided by a  
set of Framework documents from the UK  
Chamber of Shipping, in collaboration with 
Cruise Lines International Association (CLIA). 

Royal Caribbean is now taking guests through 
the mandatory safety briefing via its app 
and cabin TV, rather than gathering guests 
together in large groups, Viking has installed 
a full-scale PCR laboratory on board Viking 
Star, which allows for daily testing of every 
crew member and guest, while MSC Cruises 
is set to install a next generation air  
sanitation system to further enhance air 
cleanliness on board MSC Seashore, which  
is set to be delivered in July 2021.
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The extra protection and expert advice that 
comes with booking a package holiday is 
expected to be more important to holidaymakers 
as travel restarts, and, according to easyJet 
holidays, packages are anticipated to lead 
the way in the recovery of overseas travel9.

People are 20% more likely to use a travel 
professional to book their holidays now than 
before the pandemic, with two in five citing 
the security of a package holiday (41%) and 
the travel professional’s up-to-date advice 
(40%) as the main reasons10.

ABTA’s research also shows that the reassurances 
afforded by a package holiday are becoming 
increasingly important to customers, with 
almost a quarter (23%) saying they booked 
for the financial protection, up from 19%, 
and almost one in five (19%) saying they 
wanted to be looked after in case something 
goes wrong, up from16%11. Recent research 
from Which? also demonstrates that package 
holidays continue to offer better value for 
money than DIY bookings12 which is likely 
to drive their popularity next year.

Many ABTA Members – including  
Jet2holidays, TUI, easyJet holidays, Thomas 
Cook, Hays Travel and Kuoni – are going 
beyond the existing protections that come 
with a package holiday, offering additional 
benefits or flexibility. The importance of the 
package holiday will be backed by a growing 
appreciation of the role of travel experts, 
as an increasing number of holidaymakers 
are saying they feel more confident booking 
through a travel professional, up to 41% this 
year from 34% in 2019, which rises to 57% 
of over 65s13. This is testament to the many 
agents and operators who went the extra 
mile to help customers this year, including 
getting them back home when borders 
started to shut due to the spread  
of coronavirus.

There has also been a notable increase  
in holidaymakers turning to travel  
professionals for new ideas and destinations 
up to 27% this year from 20% in 2019, 
rising to 37% among families with children 
over five14. This could be due to travel  
restrictions preventing people from  

being able to holiday in their destination  
of choice – and will certainly be of value  
to holidaymakers in 2021 as countries  
continue to come on and off the travel 
corridor list.

7,8,11,13,14  ABTA’s Holiday Habits research 2020      9  www.travelweekly.co.uk/articles/392916/easyjet-predicts-quicker-recovery-in-package-holidays-than-flight-only

10  ABTA consumer sentiment research, November 2020, conducted by The Nursery Research and Planning (www.the-nursery.net)  

12  https://press.which.co.uk/whichpressreleases/the-whole-package-package-holidays-often-work-out-cheaper-than-diy-bookings-while-offering-greater-protections-which-finds/

 4 COMMITTED	CRUISERS

 5 THE	PEACE	OF	MIND	OF	A	PACKAGE	AND	EXPERTISE



As holidaymakers have become increasingly 
conscious of the impact their holiday has 
on the places they visit and the people who 
live there, consumer demand for responsible 
tourism has been steadily rising over the 
past decade, and has been consolidated 
during the pandemic. 

In 2011, only a fifth (19%) of people 
said they were more likely to choose one 
company over another based on a better 
environmental record, compared to twice 
that (38%) in 2020. And those agreeing  
that travel companies should ensure that 
their holidays help the local people and 
economy has risen from just over half 
(51%) to almost two-thirds (62%)15. 

This thinking has been further crystallised  
by this year’s unexpected standstill in  
international travel, which has highlighted 
both the challenges the sector faces and the 
benefits it brings. As much as early  

commentary focused on the immediate  
environmental impact including improved 
air quality, cleaner beaches, and less  
environmental noise, the pandemic has also 
shown how devastating tourism’s absence 
has been for destinations and communities 
around the world that rely on it heavily for 
jobs and livelihoods. 

By identifying the benefits of tourism 
as well as the challenges it faces, ABTA’s 
Tourism for Good report sets out how the 
industry can embed sustainability into its 
recovery, through focusing on decarbonisation, 
cutting waste and water consumption, 
ensuring that local people benefit from 
tourism, and respecting human rights and 
managing animal welfare. 

Indeed, many destinations and travel 
businesses have been using this pause to 
progress existing thinking on sustainability 
or introduce new strategies to rebuild more 

resiliently. Examples from ABTA Members 
include The Travel Corporation’s new  
e-assessment tool which measures the 
impact of Make Travel Matter (MTM)  
experiences on its trips against the United 
Nations Sustainable Development Goals, 
while Intrepid Travel has launched a new 
range of ‘closer to home’ trips which support 
local communities recovering from the 
economic impact of COVID-19.

Addressing the post-pandemic recovery  
phase, Travelife for Accommodation, the  
ABTA-led sustainability certification scheme,  
has been supporting accommodation 
providers to rebuild sustainably with its 
COVID-19 Operational Guidance Kit, while 
the National Tourism Board of Portugal has 
cited the pandemic as a catalyst for its new 
three-year sustainable tourism plan, launching 
in January 2021, as part of its long-term 
goal to become one of the most sustainable 
destinations worldwide by 2027. 

15  ABTA’s Holiday Habits research 2020       

About	ABTA	

ABTA has been a trusted travel brand for 70 years. Our purpose is to help our Members to grow their businesses successfully and sustainably,  
and to help their customers travel with confidence. 

The ABTA brand stands for support, protection and expertise. This means consumers have confidence in ABTA and a strong trust in ABTA Members. 
These qualities are core to us as they ensure that holidaymakers remain confident in the holiday products that they buy from our Members.

We help our Members and their customers navigate through today’s changing travel landscape by raising standards in the industry; offering 
schemes of financial protection; providing an independent complaints resolution service should something go wrong; giving guidance on issues 
from sustainability to health and safety and by presenting a united voice to government to ensure the industry and the public get a fair deal.

ABTA has more than 4,300 travel brands in Membership, providing a wide range of leisure and business travel services, with a combined  
annual UK turnover of £39 billion. For more details about what we do, what being an ABTA Member means, how we help the British public 
travel with confidence and to search for an ABTA Member visit	www.abta.com.

Web:	abta.com										Email:	press@abta.co.uk										Twitter:	@ABTAtravel										Facebook:	ABTAlovetravel										Instagram:	Abtalovetravel

 6 REBUILDING	WITH	SUSTAINABILITY	AT	THE	HEART		

FCDO	General	Travel	Advice

Travel continues to be affected by the coronavirus (COVID-19) pandemic. To prepare for any upcoming travel overseas, you should ensure 
you have the latest information on any country restrictions before travelling. The FCDO’s travel advice pages are the best place to start.  
For more information visit www.gov.uk/foreign-travel-advice for the latest guidance and keep up-to-date with the latest FCDO travel 
advice for the country you’re travelling to by signing up for individual country email alerts.





his year’s Fjord Trends are like no others that have gone 

before, shaped during a period of comprehensive, global 

uncertainty. Even in the time it’s taken us to write them, the 

situation has evolved frequently, so it’s possible that we might issue 

a second edition at some point — particularly if a successful vaccine 

transforms the landscape. (We can but hope.)

As we looked through the submissions for this year’s trends from our 

designers around the world, one thread connected them all: a sense of 

displacement. In 2020, the transformation in who we are in the world and 

how we move through it has been unquestionable. We liken it to standing 

on your own street corner and finding, in the blink of an eye, that someone 

redrafted the map of the neighborhood you’ve always known, leaving you 

seeking the comfort of familiar sights that stay just out of view. 

The reassuring thing is that we’re all in the same boat of uncertainty 
and unpredictability. We’ve tried not to let the pandemic make Fjord 

Trends 2021 a gloomy read, but pretending it isn’t a factor would be to 

render them irrelevant before we even hit “publish”. Yes, Covid-19 has 

made things tough for people and businesses alike, but we can and will 

come through this. 

Stay safe. 

Mark Curtis & Martha Cotton

A  N O T E  F R O M  T H E  E D I T O R S

T
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hen we predicted a major realignment of the fundamentals 

around new definitions of value as our meta-trend for 2020, 

the world already felt like it was at a tipping point. That 

was before we had any notion of the virus that has since upended our 

experiences and how we go about life.

The pandemic only accelerated the realignment we envisaged. It shed 

more light on the fact we still live with systems that are sometimes 

broken and often unequal — and consequently unfit for the challenges 

of the 21st century. It’s made many of us reflect on our role in the world, 

the importance of communities and the realization that our actions (big 

and small) have an impact on systems much larger than us.

M E TA -T R E N D

M A P P I N G 

O U T  N E W 

T E R R I T O R Y

The past year has forced us to experiment with new solutions, new 

places and new experiences. It changed how we live, work, learn, shop 

and play, as well as how and where we experience things. It pushed us 

into remote working, muddling the relationship between employer and 

employee. The more time we’ve spent interacting with the world through 

a screen, the more we’ve craved a break from digital confinement. As 

a result, we’ve become at-home innovators, developing new strategies 

and “life hacks” to deal with our strange and unbidden circumstances. 

A brand-new set of challenges has emerged for businesses: how to respond 

from operational as well as communication perspectives, how to meet 

our constantly changing expectations, how to stretch their empathy — all 

while fighting for survival in a precarious economy. Their resilience and 

agility have been put to the ultimate test, the winners being those who 

can reunite us with the feeling of being grounded in a place.

In the current transition phase from crisis response to a new operational 

model, we have the opportunity to examine the changes thrust upon us 

and the innovations we’ve seen emerge, and to reflect on how we want 

to move forward. Mapping out new territory is our meta-trend for 2021. 

As we look to the future, a wealth of potential worlds open up in front of 

us. Some are scary, some are exciting, all of them are largely unexplored.

2021 will be about creating new maps to help us uncover what’s yet to 

come, and planning a route to the world we want to live in. We’re all 

exploring, which is creating a safe space for experimentation, prototyp-

ing and learning. Throughout history, after a global crisis, a new era of 

thinking has begun. Right now, we have an opportunity to decide what 

we want the 21st century renaissance to look like.

W
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In 2020, the world collectively came to know what displacement feels like. How and 

where we experience things changed, leaving us feeling disconnected from familiar 

comforts both big and small. While work to eliminate Covid-19 continues, organizations 
must find new ways to reach and communicate with people, and to deliver brand 

experiences at a distance, in a different spatial and social context.

I N T R O D U C T I O N
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he global pandemic has displaced how and where we work, 

learn, shop and play — and even where we live. Some of 

these shifts might be permanent and others temporary but, 

for now, the impact of all this change on our sense of belonging and 

identity is creating a feeling of collective displacement likely to have 

significant impact on the path of recovery (and beyond).

It’s important to note our choice of words, here, because displacement is 

not the same as loss. We’re not talking about what we’ve lost, but about 

the many things we did before 2020 and are now doing in different ways, 

in different places, and with (or without) different people. 

T

The pandemic has shaken up how and where we work, learn, play 
and shop, blurring previously clear boundaries.

W H AT ’ S 
G O I N G  O N ?
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When millions of people worldwide started working from home during 

lockdown, formerly intimate spaces took on a new professional function. 

The forced closure of bricks and mortar stores helped fuel a rapid rise 
in online shopping, turning our homes into virtual store fronts while 

leaving once crowded physical spaces empty. When homes also started 

serving as schools, gyms and cinemas, among other things, businesses 

suddenly faced a visibility challenge: just how can a brand ensure it 

stands out in such circumstances? 

Relocation was a common global theme in 2020. In Asia, Covid-19 flipped 

the idea of living in densely packed metropolitan areas from exciting 

and desirable to something to avoid. In the Philippines, we’ve seen fresh 

momentum behind proposals for the “thinning out” of Manila, with city 

dwellers being offered cash and goods to move back to the provinces. 

Demand for rural homes in Germany rose sharply when lockdown began 
in March and continued to rise steadily in the months that followed. 

In France, an estimated one million people fled the Paris region in late 

March to spend lockdown in the countryside, then six months later we 

saw a spike in property sales after many decided not to go back. By 

September, for the first time since the Great Depression, the majority 

(52%) of young American adults were living with their parents. 

Emerging hand-in-hand with place displacement, activity displacement is 

simply about the change in how people do things. Almost overnight, school 

lessons and doctors’ appointments were online. Yoga classes, concerts and 

weddings were streamed via Zoom. There was a big rise in the number of 

people using dating apps and scheduling first dates on FaceTime to help 

them decide whether it was worth meeting in person. All of which raised 

the question: which activities will flip back once the pandemic has passed? 

Community displacement changed the makeup of the people with whom 

we share space. Where groups of people gather changed, as well as the 

shape and size of those groups. Doing things communally — like going 

to a concert or football match or even just dinner out with friends — was 

replaced by doing things alone, as households, in officially permitted 

bubbles or pods, or virtually. 

Ever-changing Covid-19 control measures (and consequences for 

non-compliance) have displaced people’s sense of agency over their 

own choices, which is one of the feelings associated with healthy mental 

wellbeing. By July, 67% of the world’s households expected to do most 

of their socializing at home for the following six months. By September, 

the UK government had amended its rules more than 200 times and 

subsequent national lockdowns intensified as winter marched on. 

The liberty we took for granted won’t be a given until the virus is fully 

under control, and it’s hard to come to terms with sacrificing our sponta-

neity and access to the people we love (for an unknown period of time). 
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The pandemic pushed many of the seemingly little things that brought 

us joy beyond our reach or otherwise limited our access to them. When 

considering a bigger picture that includes loss of life, we don’t feel it’s 

appropriate to grieve for the displacement of those little things. For these 

reasons and more, our emotional and mental wellbeing is taking a hit.

Displacement seems to be fast becoming a self-perpetuating reality. 

Consider the knock-on impact of fewer people in offices leading to the 

closure of local businesses that set up nearby (think lunch places, phar-

macies, post offices, dry cleaners, gift shops) and how that, in turn, makes 

those offices less desirable places to go to, and results in more jobs lost 

for the people that are employed in these businesses. In the US, 60% of 

Yelp businesses that closed during the pandemic are now expected not 
to reopen. If a shopping mall loses a large department store that was 

once its major draw, what will encourage shoppers to return? 

Collective displacement has changed people’s behaviors dramatically. 

Many companies must now deal with the fact that the customers they 

knew have dramatically changed.

Our behaviors and habits have changed dramatically in the past 
year, so companies must get to know us all over again.
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Previously bustling places were suddenly deserted 
during lockdown. If a shopping mall loses a large 
department store that was once its major draw, what 
will encourage shoppers to return?
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ompanies must question everything they thought they knew 

about their customers, and how much their customers know 

about them. If, for instance, people are no longer using 

public transport, they won’t see the advertising that used to adorn their 

daily commutes. Brands must adapt to new routines with fresh ideas. 

They must ask how people’s behavior has changed — especially when 

it comes to the places and ways that they once came to know about 

products and services.

C

W H AT ’ S 
N E X T

Many of us are used to being introduced or exposed to countless 
brands on our daily commutes. How do brands remain visible in a 
world that’s slowed down?
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It’ll take new solutions to deliver experiences away from those physical 

spaces where customers and brands previously interacted, and in a 

context outside a brand owner’s direct control — but it’s doable. The 

London Marathon in October 2020 saw a staggering 43,000 runners 

participate virtually — a great example of how a bespoke online experi-

ence can successfully shake up something we may only have imagined 

happening in person. With an innovation mindset, it’s possible to deliver 

experiences that are safe for customers and employees (yet still owned 

by the brand,) by combining high-touch and low-touch elements. 

A powerful example is the virtual store launched in the first half of 

the year from Shanghai luxury art mall K11, which enables people to 

tour, browse and purchase from 46 different brand stores via WeChat. 

Another is Starbucks’s new experience for customers at pick-up points 

or using its app. It wants to deliver the same personal experience at all 

touchpoints, in an effort to stay true to its core belief in the importance 

of connection outside home or work, known as “the third place”. 

Some new brand experiences will only be needed until touchpoints 

revert to a brand’s direct control, while others will stay around for the 

long term. In both cases, there are immediate challenges to consider: 

First, brands should understand how information-gathering has changed. 

Social media had already rewritten the rules of how people decided what 

to do, where to go and what to buy but, even so, a lot of information 

and inspiration still came from moving around freely — until Covid-19. 

Brands that relied on long-established behavior patterns for exposure 
need to look at ways to become more visible in people’s new paths 

around their local areas. The K11 luxury art mall in Shanghai enables people to browse 
from 46 stores via WeChat.
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Many online shops don’t currently offer quality browsing, and prioritize 

displaying products over shaping the customer experience, limiting 

people’s ability to discover new things. There’s an opportunity to make 

significant changes (an opportunity most really should take). 

For instance, MAC Cosmetics uses Augmented Reality (AR) to enable 

customers to virtually try on products via YouTube, and Nike uses AR to 

help people get the right sneaker fit without trying on in-store. People 

rely on detailed, evocative copy when they can’t physically touch, smell 

or try a product, so brands would do well to consider how they might 

change descriptions to better convey why they’re worth buying. 

Second, they should deal with the fact that shopping has become atom-

ized into many micro-moments spread throughout the day and across 

devices. We expect to see commerce shift from being centered around 

a destination (whether that’s a store, a website, an app) to hanging on 

moments. Social media will be the prompt for many of these moments — 

it will be able to influence and propagate people’s intention to buy, and 

will likely become a catalyst for change. Grabbing customers’ attention 

and keeping their focus on the brand in those moments will become a 

challenge for organizations.

Third, they might need to find ways to replicate or replace physical touch 

using digital. The ability to feel textures and try products helps people 

work out the quality and craftsmanship, dimension and fit, giving them 

the confidence to buy. In some cases, simply investing in good, detailed 

copy will help give people what they need to make a decision.

One company actively exploring this is RefaceAI, the company behind 

an app used to transfer any face onto a selected image, which has been 

A
ugm

ented Reality is com
ing into its ow

n, enhancing our ability to 
m

ake w
ise purchases from

 hom
e. N

IKE uses A
R to help people get 

the right sneaker fit w
ithout trying on in-store.
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primarily used to upload faces onto gifs. Now, the company behind it 

is exploring commercial opportunities including those in fashion — for 

example, for virtual fashion photo shoots. 

Finally, they must explore fast-growing opportunities to deliver joy 

through immersive experiences, which are new and exciting for cus-

tomers at a time when excitement is infrequent. It means recreating 

out-of-home experiences in the home with new devices such as Apple’s 

5G iPhone, which make immersive experiences more feasible. It’s a 

brand’s opportunity to enable people to explore their products and 

services with sensory experiences that bring a sprinkle of magic to the 

normal ecommerce platform.

In a survey of more than 3,000 people in North America, Europe and Asia 

Pacific, customers’ increasing willingness to try immersive technologies 

has inspired 64% of leading consumer brands to invest in Augmented 

Reality, Virtual Reality, 3D content and 360-degree video. As a result, 

more companies are following suit.

In Asia, ecommerce platform NuORDER has launched a virtual showroom 
for brands to showcase their products through an immersive online 

experience. Amazon has launched virtual sightseeing through its Amazon 

Explore platform. Chinese electrical vehicle maker NIO has embraced live 

streaming having used it to drive sales while dealerships were closed. 

The marketing industry has found itself in a difficult position, manag-

ing the visibility challenge at the same time as navigating changes in 
advertising technology from Big Tech. In early 2021, Apple plans to 

make changes to their operating system, which could change the way 

mobile advertisers track people’s internet use.

Amazon Explore makes it possible to book interactive experiences with 
spontaneous shopping opportunities tied in.

Almost overnight, huge numbers of people started living very differently, 

which changed their opportunities to stumble upon new things and to 

enjoy much of what was familiar. The brands on the other side of that 

equation need to seek new ways to interact with people from a distance, 

and to offer them experiences that appeal in their new circumstances. 

Texture, transparency and control are essential to reaching, commu-

nicating and delivering a new generation of experiences. Brands that 

fully understand that will be most successful at achieving visibility in 

the new spatial and social context.
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The customer you knew yesterday is not the same one you have 

now. Continue to study the context of your customer base, because 

it will likely remain unstable for some time to come.

Businesses have a role to play in giving people hope. Consider your 

brand’s tone of voice in the context of what’s happening right now. 

Choose a hopeful tone and messaging in all your communications 

that can vary with local context.

Reimagine how you could deliver valuable physical experiences like 

texture, access to advice and the shelf experience. How can you 

encourage exploration and offer inspiration in new ways?

Do

Think

Say

F J O R D 
S U G G E S T S
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For years, innovation has been driven by technology and devices. It still is, but now, 

it’s also driven by people’s ingenuity in challenging circumstances. There’s a pressing 

need for organizations to rebalance their innovation approach in response — to offer 

tools rather than prescribe solutions, and to enable people to get more creative with 

how they live.

I N T R O D U C T I O N



18
  

FJ
O

R
D

  
T

R
E

N
D

S
  

2
0

2
1

18
FJO

R
D

  T
R

E
N

D
S

  2
0

2
1

D
O

  
IT

  
Y

O
U

R
S

E
LF

  
IN

N
O

V
A

T
IO

N
D

O
  IT

  Y
O

U
R

S
E

LF  IN
N

O
V

A
T

IO
N

nnovation is changing — it’s moved from devices to people. 

We’ve come to think about innovation as being wrapped up 

in technology, but it’s increasingly being driven by people’s 

talent for thinking of new ways to reshape their own experience of life. 

Of course, technology often has a role to play, but — especially since 

the pandemic arrived — people are now making creative use of whatever 

tools they have to make life a bit easier. 

I

Many have seen layoffs or career uncertainty as a chance to launch 
their own businesses from home.

W H AT ’ S 
G O I N G  O N ?
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The pandemic has awakened people’s creativity and sparked a rise in 

entrepreneurship. Despite our uncertain future, many have been seeing 

this unique set of circumstances as an opportunity to start their own 

company. According to the UK’s Centre for Entrepreneurs, almost 50% 

more businesses were created in June 2020 compared with the same 

month in 2019, and a record 81,000 businesses were registered in July. 

Businesses have been launching at the fastest rate in more than a decade, 

with people turning their pandemic workarounds into their careers. For 

instance, a keen cyclist set up Backyard Bicycles pop-up shops to tune 

up bikes, a sous chef launched a food delivery service, a former publicist 

for fitness studios launched her own online workout platform, a former 

communications director opened a bookstore, and a new dating app for 

college students called OKZoomer quickly gathered 20,000 members.

Ingenuity is often triggered by genuine crises — let’s not forget that 

alongside its tragedies, World War II yielded the first programmable 

digital computers, as well as unexpected discoveries like Super Glue. 

Being stuck at home and starved of usual sources of entertainment 

during lockdown might very well lead to the greatest period of creativity 

in recent history. 

The measures imposed to contain the virus turned out to be a catalyst 

for creativity, as people and businesses looked for new ways to solve 

problems brought about by restrictions.  So-called “life hacks” have 

been a feature of life for a long time, but 2020 has amplified the trend. 

Consider the volume and variety of creative ways people sought to 

address new challenges, from the home worker using their ironing board 

as a standing desk to the parent-turned-teacher.

We’ve seen people using their creativity to reimagine their living spaces 

for multiple new purposes, and modify mass-produced objects to suit 

their changing needs. Since March, watch time for “step by step” and 

“for beginners” how-to videos rose 65% year on year, and searches for 

“DIY” were up 80%, according to Google.

Workarounds have popped up in every home for problems big and small, 

and people are making technology work for them to help them achieve 

their goals. In 2019, how likely did it seem that Zoom would become the 

primary vehicle for educating masses of young children around the world 

just months later? People’s urgent problems couldn’t wait for wholesale 

solutions, so they innovated their own fixes with whatever technology 

they had at hand. It’ll be fascinating to see which pandemic-prompted 

innovations change our lives in such long-term ways.
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America saw an explosion of new small businesses launched by laid-off 

workers who found gaps in the market. 

The Singaporean government provided freelancers whose work had stalled 

with equipment and tutorials to help them find a new outlet online — it’s 

given them the tools they need to innovate ways to generate income.

 Platforms are being creatively repurposed to solve pressing problems 

of the moment. In Lebanon, post-lockdown and in the wake of Beirut’s 

devastating port explosion, schools turned WhatsApp into an informal 

distant learning platform for students and teachers, allowing lessons 

to be shared using voice notes, videos and photos in group chats. With 

live shows on hold, Fortnite and Travis Scott partnered up to stage an 

in-game performance for an audience of more than 12 million. Unable 

to protest safely in person, some campaigners against racial injustice 

used video games and even dating apps.

Platforms are also being rapidly transformed as places for people to 

monetize their creativity. In an October article, “Influencers are the 

retailers of the 2020s”, Vogue looked at the rise of in-the-moment shop-

ping inspired by seeing a style from a person they trust on social media. 

Influencers like Aimee Song (who recently partnered with e-commerce 

store Revolve) are launching product lines and teaming up with retailers 

to sell their own products rather than promoting other brands. 

On Patreon, people run subscription services, and their fans become 

active participants in the work they love by giving them content, com-

munity, and insight into the creative process. In March 2020, its list of 

paying fans jumped from 150,000 to 200,000.

The pandemic inspired a group of Colombian engineers to build low-

cost ventilators from scratch, and a high school student from Atlanta, 

US, to start an organization to deliver free meals to front-line hospital 

workers. In the UK, one innovator used a “buy one, give one” sales model 

to distribute “hygienehooks” that enable people to open doors without 

touching them.

DIY innovation has been encouraged, in part, by government living sub-

sidies during lockdown. The US government gave those who lost their 

jobs because of the pandemic US$600 a week to offer some financial 

security and, in some cases, it’s given them the space to experiment 

with new ways of earning money. As the economy started to reopen, 

Sim
ilarly to Fortnite and Travis Scott, Roblox and Lil N

as joined forces to 
stage an in-gam

e perform
ance because live show

s w
ere on hold.



2
1

  
FJ

O
R

D
  

T
R

E
N

D
S

  
2

0
2

1
2

1
FJO

R
D

  T
R

E
N

D
S

  2
0

2
1

D
O

  
IT

  
Y

O
U

R
S

E
LF

  
IN

N
O

V
A

T
IO

N
D

O
  IT

  Y
O

U
R

S
E

LF  IN
N

O
V

A
T

IO
N

TikTok is quickly building its equity as a career-accelerating social plat-

form, and artists are finding ways to make the most of the opportunities 

it offers. Songwriters, dancers, comedians and artists have become 

overnight successes through seeing their songs and challenges go viral 

on TikTok. The fascinating plot-twist, however, is the way doctors and 

nurses are using the platform to reach a wider audience with messaging 
around mental health. For example, Zachery Dereniowski, under the 

handle MDMotivator, breaks down the behaviors of anxiety, isolation, 

depression, and hyper-consciousness so that his TikTok followers 

understand mental health in bite-sized, but pointed videos. 

These platforms all offer similar things for people starting or running 

small businesses: a way to create, and a way to reach lots of people with 

relative ease. Similarly, ASOS Marketplace is a leading UK platform that 

connects independent fashion designers and small boutiques with a broad 

audience, which saw significant growth during lockdown. Ecommerce 

platform Teespring enables anyone to design, set a price and start selling, 

while it takes on their production and distribution. It reported Q2 sales 

up 97%, its fourth consecutive quarter of compound growth.

Historically, people have often been quick to adopt new digital tech-

nology and slower to adapt to what it can help them achieve. Now, in 

a context that is challenging us in so many ways, the adaptation cycle 
is accelerating, and a significant shift is happening: people are now 

hacking technology to help them with their displaced lives, rather than 

adapting their lives around the latest technological advances.

Social platform
s, like TikTok, have skyrocketed in popularity as an effective w

ay 
to m

aintain or even accelerate perform
ers’ and influencers’ careers.
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Demand for online tutorials and how-to videos rose 
dramatically from March 2020, with Google reporting 
a 65% increase in watch time for “step by step” and 
“for beginnners” videos.
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rganizations must adapt to the fact that people are innovat-

ing for themselves. They must acknowledge how the lines 

between innovation and creation and between creator and 

customer have blurred. As Microsoft Chief Executive Satya Nadella has 

suggested, they must think of innovation not as something that is either 

“on” or “off” but as a set of dials to be gently tweaked (then tweaked 

again as things change). For instance, if/when a vaccine proves widely 

successful, how will people’s innovative goals change?

O

W H AT ’ S 
N E X T

Innovation isn’t just about devices anymore — now, it’s about 
people’s ingenuity and determination to find their own solutions. 
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Creative teams must take an ecosystem approach to design and build 

platforms on which third parties can build other products and services. 

Platforms come in an array of guises — an obvious example is a service 
like Shopify, which provides small and medium-sized businesses a 

way to sell to customers. In 2020, it surpassed spending on eBay for 

the first time, thanks to the rise both in people shopping online, and 

in independent businesses wanting to use the platform to reach those 

people during lockdown.

Nike’s personalized footwear proposition Nike By You is a platform that lets 

people tailor their own perfect shoe. The adidas MakerLab enables third-

party designers to bring their creations directly to market. Meanwhile, 

social gaming platform Roblox is growing fast, letting players design, 

buy and sell digital fashion items.

As part of their drive to start thinking of people as cocreators, brands 

will need to reframe their own role in the relationship from sole fixer 

with all the answers to collaborative enabler. They’ll need to think of 

cocreation not just as part of the design process but as an output that 

enables people to shape technology around their goals.

Companies like Indian startup, cure.fit, launched digital fitness sessions in 

lockdown and uncovered new demand they hadn’t considered before. Fly 

London did similar, offering free IGTV workouts that proved an appetite 

for a regular service. A word of caution, though: any innovation likely 

to distance people from the source of expertise will need to minimize 

the risk that people become anxious or overwhelmed by the tasks they 

can now perform themselves. Brands must also find the right balance 

between convenience, accessibility and privacy. 

Everyone wants better solutions, but the era in which a brand was 

expected to create a finished solution has gone. It’s time for new thinking 

and new approaches, and perhaps the most important switch is that 

from prescriptive innovation to suggestive innovation. 

In the design industry, we have long evangelized about the virtues 

of cocreating with people to achieve the best possible products and 

services, and it’s certainly proven to be a solid system. Now, however, 

organizations would be well advised to start thinking of cocreation as 

an output — to start designing tools and platforms to enable people to 

create for themselves. 

Roblox is grow
ing fast, enabling people to design and 

trade digital fashion item
s. 
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We will undoubtedly see more examples of platforms that enable people 

to innovate around their health in daily life, like Singaporean telemedicine 

platform, MyDoc, which saw active daily users rise 60% in February, 

then double in March. In South Africa, platforms like Vula virtually refers 

patients in remote, rural areas to specialists in major centers. Back in 

August, Amazon launched a trial of its Amazon Pharmacy online phar-

macy business in India, offering prescriptions, traditional Ayurveda and 

In healthcare, necessity has been driving both innovation and adoption 

in 2020. With virtual appointments and medical tests being administered 

at home, healthcare is no longer something that happens to people — it’s 

now something in which they play an active role. The demographic in 

most frequent need of healthcare services is the elderly, so inclusive, 

accessible design is paramount. Everyone should have the opportunity 

to use innovations to shape their own personal healthcare programs.

A
m

azon Pharm
acy sim

plifies the prescription fulfilm
ent experience. It enables custom

ers 
to add their insurance inform

ation, m
anage prescriptions, access pharm

acists 24/7 and 
choose paym

ent options entirely though a secure pharm
acy profile.
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over-the-counter. Since then, Amazon has brought the same offer to their 

US customers, and has made medications more accessible by offering 

Prime members savings when paying for them without insurance.

Corporate innovation is not just about ideas, as you need stamina, courage, 

alignment, and leadership to see it through often iterating over a long 

period of time for new inventions. Companies we currently look to for 

inspiration — such as Airbnb or Uber — are often ex-startups, but their 

stellar success didn’t happen overnight. It takes a long time to transform 

from startup to unicorn and, in large organizations, it takes a long time 

for an idea with promise to gain traction at scale — plus, in the end, the 

result usually looks completely different from the original notion. 

Organizations are beginning to realize that time and stamina are key 

requirements to innovate — but focusing on enabling people’s creativity 

is quicker.

Another factor common to companies we admire is an ability to think 

beyond the obvious, the immediate and the present. As digital analyst 
Ben Evans observed in his newsletter, while the first 50 years of the 

car industry were about making car companies, the second 50 were 

about McDonalds and Walmart — in other words, what changed once 

everyone had a car? 

An old approach to innovation would be to ask: What follows the smart-

phone? At this point in time, who cares? From now on, every organization 

should build a new question into their innovation process: What other 

things could people do with this?

Healthcare has seen huge advances in innovation, like Vula, which helps 
people in remote areas of South Africa.
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Shift your mindset from customers to cocreators. Consider your 

products and services as “unfinished”—ask what elements of 

your experience could be cocreated as an output and if it could 

increase the circularity of your business model?

Innovation is a long game. We commit to it. Create innovation 

habits and rituals that quickly become ingrained. Stamina matters 

in innovation.

Create a platform and let your customers use your data to enable 

them to play and create—with your products and services but also 

with others. The data you can then generate becomes very valuable.

Do

Think

Say
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A reframing of our relationship with work, working hours and workspace has been 

underway for some time, driven by technology. This shift accelerated in 2020, creating 

a need for organizations to rethink not just the employee experience but the reciprocal 

employer/employee contract.

I N T R O D U C T I O N
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orking lives were upended this year — not just for office 

workers, though they are among those keenly feeling the 

effects. For a significant proportion of those who still have 

jobs, working from home has become living in the office, which is hav-

ing a huge effect on the reciprocal agreement between employer and 

employee, and the many assumptions around it.

While employees still get paid, the peripheral value of being physically 

present in a workplace — social capital, knowledge transfer, soft skills 
and hands-on experience — has been significantly diminished. In a 

W H AT ’ S 
G O I N G  O N ?

W

Millions of office workers are now working at home, 
which effectively means they’re living at the office.
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remote working world, entry-level employees struggle to strengthen 

the kind of professional relationships that will help them develop their 

future careers. It’s an issue that applies to any workplace where some 

or all work can be remote, like shops whose customer care staff can 

work at home while the store is closed. 

Previously, we could assume that our employers would cover the cost 

of much of what we needed, like our desk, chair, computer and internet 

access. Many of us are covering these costs ourselves now that we’re 

working at home. Meanwhile, for those with limited living space — younger 

workers especially — bringing the office home has caused anxiety and 

stress, and prompted many people to move house.

Services that facilitate remote collaboration have, predictably, seen 

their user numbers shoot up. Slack saw a 78% increase in companies 

spending more than US$1m per year. Microsoft’s cloud services rock-

eted by 775% and daily users of Microsoft Teams soared to more than 

44 million during the early weeks of the pandemic. However, in many 

cases, people’s home hardware and infrastructure hasn’t proven to be 

resilient enough to support long-term remote working. 

The upending of work rippled across sectors. Numerous non-office jobs 

depend on offices, ranging from servicing roles — security guards and 

cleaners, for example — to workers in cafes and restaurants, retailers 

and gyms. The longer offices remain closed, the less likely that any of 

the jobs servicing those offices (and the people who once worked in 

them) will be needed.

The office as a place of work is not dead, but different organizations are 

now rethinking it. On one end of the scale, many workers who crave a 

return to the office may find their hopes dashed as economic pressures 

could see companies downscaling their offices to cut costs. 

Countries whose governments have had reasonable success with infec-

tion control have seen higher rates of people wanting to return to their 

workplaces. In August, 83% of office staff in France and 76% in Italy had 

resumed their commutes. (At the time of writing in November 2020, the 

second wave had brought these numbers down dramatically.)

At the other end are leaders like Netflix CEO Reed Hastings, who has 

asserted that “not being able to get together … is a pure negative”. Some 

predict employers may soon face pressure from local governments to 
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bring workers back to the office to restart the local business infrastruc-

ture around it and the wider economy — irrespective of what those 

employers want. 

The future won’t likely be one-size-fits-all — in fact, it’s possible that the 

employee experience will look different for every organization. In one 

global survey, three quarters of workers said they want a mix of office 

and remote working to become the new norm, with a half-and-half split 

seen as the ideal balance. 

As employees reassess what they value most in employment, the down-

sides of working from home, and alternative methods of remote working, 

employers are under pressure to rethink the employee experience.

The notion of the office as a workplace has been thrown into 
question, with many companies reassessing their operations.
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Working at home comes with features and challenges 
that companies will need to work through with their 
employees. How might we reimagine the employee 
experience in 2021? 
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mployers must adapt to the fact that “workplace” has 

now become less to do with a physical space and more a 

mindset, supported by technology. Though it’s too early to 

know what the new workplace will look like, there are opportunities for 

employers to innovate in four main areas:

E

W H AT ’ S 
N E X T

Companies are starting to blend home and office environments 
using virtual reality. Facebook’s Infinite Office is an example of this.
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Technology

Device innovation has been at a standstill for many years, but home 

working might trigger a watershed moment that generates a breakthrough 

as technologically significant as the iPod, because many organizations 

that kept digital transformation at arm’s length have been forced to 

embrace it. “We say we’ve seen two years of digital transformation in 

two months as a result of Covid,” said Fiona Carney, chief marketing 

and operations officer at Microsoft Asia Pacific.

Already, we’re seeing companies repurpose existing tools and new 

solutions are now emerging. Google’s new videoconferencing hardware, 

Google Meet Series One, includes background noise cancellation and 

AI software to pan a camera on whoever’s speaking. Facebook’s new 
Infinite Office platform is a VR working environment that integrates 

home workspaces with real office environments. 

Soon, hardware and software that revolutionize the experience of working 

from home and transforms interactions among dispersed teams will 

be commonplace, led by interface design tools like Figma, which was 

developed for remote collaboration. Until now, technology to support 

home working has been outside the employee value proposition, but 

that’s changing fast. Those companies that invest in it sooner can gain 

clear competitive edge with talented prospective candidates.
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Culture

When aligned with strategy and leadership, a strong culture is the key 

driver of business success, but everything we know about building it 

is based on people being physically together. We now have new and 
pressing challenges around how best to create, maintain and evolve 

a culture when workforces are physically apart. Whether maintaining 

a work culture or building one from scratch, employers will need new 

approaches specifically tailored to virtual teams.

Initially, we rightly focused on productivity as the success or failure of 

remote work. While we’ve found that most knowledge workers can be 
productive while working remotely, as time has passed, people have 

started to report a drop in their sense of belonging.

Many of the variables that make up corporate culture are not within the 

control of leaders to the same degree as before. They must recognize 

that ad hoc communications between colleagues are enormously val-

uable as one factor that nurtures belonging and prevents isolation. As 

Mike Davidson, VP at InVision (a digital product design platform) said on 

Twitter: “All of my best memories revolve around people, not products.” 

As the new employer/employee contract evolves, it’ll be interesting to 
see whether the social interaction gained from going into a physical 

workspace becomes a perk that makes a job more appealing. Will daily 

face-to-face interactions be regarded as a premium job feature? 

Talent

There are significant opportunities to innovate around valuing and 

rewarding talent. Location-based pay bands will need to be reassessed, 

for example. Already, a number of Silicon Valley companies are offering 

employees the opportunity to work anywhere, if they accept that their 

salary may reduce in line with the changes in their costs of living — a 

move which has sparked debate and employer/employee tension. 

In talent recruitment, many employers previously searched for people 

to work in a specific location, limiting their pool of candidates — with 

remote working, they can cast the net wider. This naturally increases 

competition among candidates, but the flipside of the same coin is that 

candidates are also able to be choosier about who they want to work for.

When New York-based non-profit, Fractured Atlas, switched to remote 

working, they stopped recruiting employees for a specific location. Not 

only could they suddenly choose from a broader talent pool, but they 
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realized the move improved their drive for equality, as their recruitment 

practice no longer incidentally favored those who can afford to live in 

or relocate to major hubs.

Support for home working will become part of the employee perks, with 

tailored care packages comprising anything from home broadband and 
office furniture to mindfulness and childcare or senior care support. 

This is likely to lead to the expansion of pick-and-choose perks services 

such as Fringe, a lifestyle benefits platform companies can use to enable 

their employees to select perks from the likes of Headspace, Netflix and 

Uber Eats. 

Control

Monitoring people perform their assigned tasks is a growing challenge 

for employers as working from home becomes the norm, raising an 

array of questions about control — notably, how best to effect it and 

when it’s appropriate to do so. It’s an issue that cuts across a number 

of different aspects of work and the employer/employee contract. For 

instance, implementing effective cybersecurity for remote workers will 

be essential, but it will highlight important issues around privacy.

Sales of surveillance software to check home workers are working, (such 
as StaffCop and always-on webcam video monitor Sneek), boomed 

during lockdown — as did home-workers’ hacks to avoid them — but at 

what cost to the employer/employee bond of trust? Furthermore, where 

do we draw the line on people’s right to a private life in their own homes, 

and who should be protecting those rights?

When clients come into the equation, the issue of control becomes 

even more complex. How do companies ensure they can deliver their 

customer experience and control their brand image when both are 

happening in a space beyond their own walls? Put simply, if an employee 

is videoconferencing with a client at home, who has final say on the 

aesthetics of their backdrop (or even their personal appearance)?

To address the four areas we’ve highlighted, employers will need to 

redefine what it means to design “an office” — to decouple it from a 

physical space and turn their focus on designing ways to make best use 

of dispersed teams, with the right digital technology, to meet both their 

own business goals and their individual employees’ expectations and 

needs. As Jennifer Christie, vice president, people, at Twitter shared in 
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a company blog post: “opening offices will be [Twitter’s] decision, when 

and if our employees come back, will be theirs.”

The remote work experiment has made us question the long-standing 

terms of what we give and what we get from our working lives. For now, 

the future of work is still unclear — instead, we are entering an era of 

prototyping what the future of work could look like. In doing so, we must 

be careful not to confuse the indicators of early success with a proof 

of long-term success.

Surveillance software designed to check up on remote workers 
boomed as lockdown kicked in, revealing a trust issue.
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Consider the ethics of remote work. As you examine the changing 

landscape of where and how your employees engage with the 

company, the reciprocity lens — what you give and what you 

take — must be central to your thinking. Acknowledge that each 

employee’s home is still their personal space and that their privacy 

and freedom is important. 

Articulate which parts of the home-working mindset you want your 

employees to bring back to the office, such as dress code, working 

day flexibility or measuring productivity by output rather than time 

spent at their desk. Vice versa, too: what is usual at work that should 

also be present at home?

Design your technology-plus-culture solution for flexible working 

and resilience.

Do

Think
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The vast majority of us have been spending much more time on screens to interact 

with the world — and even with our neighbors. Consequently, people have noticed a 

certain sameness caused by templated design in digital. Organizations should recon-

sider design, content, audience and the interaction between them to inject greater 

excitement, joy and serendipity into screen experiences.

I N T R O D U C T I O N
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he interaction between design, content and audience is 

changing — it has been for a long time, and now it’s hap-

pening faster. In 2020, we quickly got used to video calls 

with colleagues, Zoom social events, attending live concerts, theatre, 

conferences from home. The screen became both our window on the 

world and our stage. 

While the importance of home screens has risen sharply, our willingness 

to use shared screens in public spaces has plummeted — a major reversal 

of a former trend. Until we have a reliable vaccine, touch as a form of 

W H AT ’ S 
G O I N G  O N ?

T

Ultraleap makes it possible to use touchscreens with gestures alone, 
eliminating potential bacteria transfer.
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interaction is in trouble and various companies are accelerating their 

efforts to develop alternatives. Even before the pandemic, proximity 

interactions were becoming contactless and self-service checkouts 

automatically scanned items placed close by. 

Amazon has been at the forefront of touchless technology, licensing 

checkout-free technology to retailers. In Amazon Go stores, it launched 

Amazon One — a system that allows shoppers to pay by holding their 

hand over a scanner. Meanwhile, US company Ultraleap has devel-

oped software that updates touchscreen interfaces to accommodate 

touchless gesture control and, in China, Alibaba is opening unmanned 

supermarkets in hospitals. 

With the falling cost and rising quality of cameras and editing tools, 

professional and amateur content producers began meeting in the 

middle and influencing each other, creating new standards of aesthet-

ics. We had already grown familiar with using screens and the variety 

and quality of content they delivered. We’d also become comfortable 
with user-generated and cocreated content — as epitomized by the 

phenomenal rise of TikTok, which now has 100m active users in the US, 

the same again in Europe and 600m in China. 

Design for screens has been dominated — and constrained — by leading 

operating systems for the past 25 years, and in some cases, restricting 

creativity. It’s also led to commoditization, which, in turn, has limited 
people’s expectations of how they experience things online. Today, 

anyone can launch a decent website using standard templates and 

simple tools at minimal cost. The existence of user interface (UI) kits, 

the standardization of design languages and the use of robot design 

systems mean that UI design is also fast becoming monotonous. 

This lack of innovation has made our increased use of screens a chore. 

Screen fatigue is the result of a lack of non-verbal signals and an over-re-

liance on verbal information increasing our cognitive load, which makes 

online meetings more tiring than face-to-face. In response, for example, 
a number of design companies have reimagined the interactions on 

Zoom in an attempt to identify solutions that would make it better. 

Before the pandemic, the way we used devices was often decided 

by our location and, as we moved around more, we interacted with 

a variety of screens. 2020 has mostly limited us to the screens we 

have at home, reducing our peripheral vision and restricting our field 

of reference. No longer do we glimpse the surprising or unexpected 

From
 “dark stores” to curbside pickups, A

m
azon and W

hole Foods added a variety 
of w

ays of getting groceries to custom
ers during the trialling tim

es in 20
20.
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from the corner of our eye. As a result — like someone who can only 

read about what it would feel like to have the sun on their skin — our 

experience has been limited.

People may want to be challenged and inspired by what they see on 

screen, and brands wanting to meet this demand will need to rethink 
their approach. They should revise their design, content, audience, 

the interactions between these three, and the experiences they create. 

If they can deliver new screen interactions that offer people greater 

excitement, joy and serendipity, they can leave people feeling replen-

ished and enriched.

Design teams will need to break free of templated design to keep 
screen interactions fresh and rewarding. 
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Amazon has been at the forefront of touchless 
technology, licensing checkout-free technology to 
retailers. In Amazon Go stores, it launched Amazon 
One — a system that allows shoppers to pay by holding 
their hand over a scanner.
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t a time when people are hungrier than ever for creative 

content and new interactions, brands that break free from 

outdated norms and restrictive design templates will be the 

ones that achieve differentiation. With the right screen content delivered 

through great design, an audience can find an on-screen experience just 

as (if not more) compelling than something they do in the real world. 

Companies can unpack this opportunity in a number of ways. Entertainment 

is a powerful source of creative inspiration, as it’s about delivering expe-

riences in new environments. We’ve seen significant experimentation 

A

W H AT ’ S 
N E X T

Zwift makes home workouts fun by connecting cyclists around 
the world for social group rides.
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around using gaming platforms, social platforms and mixed reality 

environments as a stage for third-party content, which presents an 

opportunity to reinvent audience participation. 

We’ve seen a 47% rise in use of Discord, a platform that enables clubs, 

gaming groups, the art community and groups of friends to get together. 

Once seen as a place for gamers to connect, Discord is now positioned as 

a place to hang out with your friends — a very powerful thing, especially 

during the pandemic. Friend groups or people with shared interests can 

join listening parties with a Spotify plug-in, live-stream video content 

from Twitch and YouTube, and enjoy spending time together without 

ads and algorithms running the platform.

Music promoter Bandsintown even partnered with gaming platform 

Twitch to boost performers’ online earnings through paid subscriptions 

and tips — just one fascinating example of a new flavor of partnership, 

which seeks to mitigate lost earnings from canceled physical shows.

A powerful example is award-winning virtual reality (VR) fitness app 

Supernatural, which combines rhythm games, fitness regimens, and 

mindfulness to enable people to work out in an addictive VR world. For 

the next few years, we expect focus for many to be on opportunities to 

do this around streaming and video calls.

In a proactive response to lockdown, German asset manager DWS 

hosted their flagship investment roadshow online in April 2020. It 

now plans to continue online after the virtual event attracted record 

numbers of participants.

Fitness apps like Supernatural stages rhythm
 gam

es, fitness 
regim

ens and m
indfullness in addictive virtual reality w
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Moving forward, live performance, socializing and platforms will continue 

to blend, and existing platforms are already getting prepared. Spotify 

recently added virtual events listings to its app so people can watch 

“live” performers via livestream. With Facebook Watch Together, you 

can now view video remotely in Messenger together with friends. 

When India went into nationwide lockdown, event discovery and ticketing 

platform GoParties pivoted and rebranded as a digital entertainment 
platform called BoxEngage. Content creators can make short and 

long recorded videos, use the livestream option, and celebrities and 

influencers can host private sessions with followers. With more than a 

million users on board, the platform saw 70-80% organic growth and 

plans to launch an app soon.

Companies can also innovate by redesigning audience participation to 

more effectively draw audiences into an experience — as viewers or active 

participants, as creators or cocreators. Mmhmm, a virtual presentation 

company launched to make virtual meetings more fun, recently raised 

a staggering US$31 million pre-launch, which is a powerful illustration 

of the scope there is to reinvent.

When redesigning participation, companies might need to consider if 

and how best to tier different levels of involvement to maximize impact. 
That might mean offering people the choice between live in-person 

participation, active online participation and inactive online viewing, for 

example. Finding new ways to translate and recreate offline emotions 

in online environments could also be important. 

Finland’s national May celebrations were transformed from the traditional 

public events and sent online, with one event hinting at the enormous 

potential for virtual tourism. Rap duo JVG performed live at Helsinki’s 

Senate Square to 150,000 people all joining from home, and enjoying 

tech that enabled them to dress up their avatar and let it respond to the 

performance with gestures and emojis. 

The Genius Live show, which was simulcast for free on YouTube Live, 
Instagram Live, Facebook Live and Twitch, enabled fans to vote in 

advance on the set list. Fans who wanted a more involved experience 

could pay US$10 to join a closed Zoom watch party, US$100 to request 

a shout-out during the show, and US$200 to ask the artist a question. 
Both the shout-out and question features sold out during the show, 

and “the private watch party option was the breakout hit feature of the 

night,” a Genius Live executive said.

Finnish rap duo JVG
 perform

ed live to 150,0
0

0
 people online, w

ho 
could engage w

ith gestures and em
ojis.
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President-elect Joe Biden and US representative for New York’s 14th 

congressional district Alexandria Ocasio-Cortez have been using Animal 

Crossing to meet voters and make random house calls to players’ virtual 

islands. MTV hosting its annual Video Music Awards in August in a virtual 

New York City is another example. 

It will be essential for brands to optimize these trends responsibly. The 

additional volumes of data generated by the increased amount of time 

we spend online will need to be meticulously managed, and there will 

also be opportunity for those brands people trust enough to do some-

thing meaningful with it. 

Designers will be expected to build on a low CO2 data infrastructure, by 

encouraging the use of software that doesn’t contribute to the growing 

carbon footprint and by making it integral to sustainability efforts. This 

involves reassessing the way their projects are designed, developed and 

deployed, and rethinking the way cloud-based data centers operate.

The way we interact with our devices is rapidly evolving in response to 

our circumstances. Our greater-than-ever reliance on screens and new 
caution about touching things we don’t own are difficult realities for 

brands to reconcile, made more complex by the need to make digital 

solutions that are instinctive to use but feel new and compelling. Those 

likely to flourish will be the ones that make new use of platforms, take an 

ecologically conscious approach, and embrace fun and experimentation 

in their product development. In short, the question is: how best can 

we reduce the environmental impact of our designs, while successfully 

creating lush, engaging on-screen interactions? 

Reducing the environm
ental im

pact of our designs, and the system
s and cloud-

based data centers that pow
er them

, w
ill be param

ount in 20
21 –– and beyond.
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Look at the tension between health and constant digital immersion. 

Find the balance — for customers and employees — between being 

as immersive as possible versus a broader palette of stimuli.

Say you’ll take risks with creativity in interface and communications 

— and mean it. Don’t drown in the sea of sameness.

Explore new entertainment platforms and aesthetics to understand 

what you could do to broaden engagement.

Do

Think

Say

F J O R D 
S U G G E S T S



Trend 5

L I Q U I D

I N F R A

S T R U C T U R E
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How people experience and get hold of products and services was changed in 2020 

by collective displacement. Now, supply chains are under unprecedented pressure in 

recent history to meet new demands, placing stress on business models. Organizations 

should rethink their physical assets and refocus on points of delight in the last few 

feet before purchase.

I N T R O D U C T I O N
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ow and where we get things changed a lot in 2020. People 

started spending more time and money shopping online and 

in their neighborhood so they could support local businesses 

while avoiding travel, prioritizing purpose and their communities where 

possible over the convenience of ordering from an ecommerce giant. 

With fewer people going in person to physical shops, city hubs dwindled — 

as did physical retailers’ volume efficiencies. As a result, businesses have 

had to urgently reshape how they manufacture, ship, store and deliver 

as well as question the role shops and other assets — in hospitality, for 

example, restaurants and kitchens — can and should play in the future.

W H AT ’ S 
G O I N G  O N ?

H

The way we get hold of things changed in 2020, and it’s becoming 
more important to deliver joy right through to the last moment. 
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Kraft Heinz and PepsiCo were among those that sought to expand their 

approach and their supply pipeline — by selling Direct-to-Consumer (DTC), 

enabling them both to get their products to customers quickly, and to 

offer data-driven product bundles that prompt people to buy more. In 

August 2020, LG launched a DTC online store in India to complement 

their overall channel strategy.

The challenge is that the DTC model might not scale well. Home delivery 

is costly, adding to the squeeze on brand profits, and customers have 

neither the time nor desire to manage one-to-one relationships with all 

the brands with which they do business. 

Cost-to-serve went up dramatically in the past year, sharpening the 

ongoing trade-off between experience and cost. Retailers are dealing 

with vanishing volume efficiencies and the need to make big operational 

changes, while virus-related health and safety costs skyrocketed. When 

Sephora began reopening its US stores, it invested in door greeters 

who offered each customer hand sanitizer and explained new in-store 

rules, such as no touching the samples — however, that’s often the main 

reason why people visit the store in person.

Then there’s the hidden human cost in the form of anxiety and stress 

about the risk that workers like delivery drivers are exposed to, especially 

if they feel inadequately protected. 

As our Collective displacement trend shows, home has become the 

new store front, creating important visibility issues brand owners must 

now address. Moreover, the home’s growing importance has upped the 

stakes by raising people’s expectations of retailers.

For a while, we’ve talked about “liquid expectations”, which is when an 

exceptional experience raises customers’ expectations of all others, 

across industries. Now, the definition has expanded to include the fact 

that people want the same immediate gratification and delight from 

a delivery experience that they took for granted in store — no matter 

where they are. Largely, they’re being disappointed, so this is a huge 

opportunity space.

For instance, many of those who are moving and will move from urban 

to rural areas still expect city-style speed and convenience — a demand 

companies are starting to address. In the US, Koloni now provides small 
towns with micro-mobility solutions such as bikeshare schemes that 

until recently were only available in bigger cities.

Cost-to-serve is being driven up by people’s rising expectations for 

delivery experiences, which includes the increased cost of return.  

Kraft H
einz expanded their approach by launching a D

irect-to-C
onsum

er 
offering H

einz to H
om

e, offering data-driven product bundles. 
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In the US, DTC mattress provider, Casper, had been facing one third of 

its mattresses returned. They addressed this challenge by opening a 

physical store where people could try before they buy. 

New patterns in shopping behavior have cost retailers incidental spending 

and created new expenses. Where people used to go to the shops and 

come home with impulse purchases as well as items on their list, they 

now shop online for exactly what they need and rarely anything more. 

It’s partially because many people’s budgets are tighter, and partially 

because they’re missing visual cues they once got from walking past 

one store on their way to another. 

People would previously bundle shopping experiences together, meaning 

brands could enjoy efficiencies, and rely on a whole ecosystem of their 

own design and making. Now, ecosystems have become fragmented, 

generating extra costs including marketing, packaging, delivery, cus-

tomer service and returns/restocking. Without absolute certainty on how 

much longer restrictions on people’s movements will continue, people 

will carry on with a combination of in-store and at home shopping, so 

those retailers yet to make changes would be well advised to do so now.

Forget the last mile, now it’s all about the last few feet — or even inches 

— of the customer experience and designing for and around it. Amazon’s 
local shopping proposition, for example, enables customers to shop 

from local boutiques as well as markets worldwide, while Amazon ships 

and delivers their items direct to their door.

Closeness to the customer is more critical than ever. New patterns of 

demand are creating pressure on organizations to respond by shaping new 

business models and redesigning operational models and supply chain. 
Distribution centers have seen enormous demand when high 
streets and malls were locked down in 2020.
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Forget about the last mile. Now it’s all about the last 
few feet and inches of the customer experience. But 
how do you manage an experience your brand is not 
in sole control of?
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eople’s liquid expectations are driving a number of impor-

tant and pressing challenges that companies must work to 

address. They include: how to get value from existing assets; 

how to play in the ecosystem with other business-to-busi-

ness players; how to manage an experience the company is not in sole 

control of; and how to design for resilience and uncertainty. 

Companies might need to rethink the position of supply chains within 

their business and make it a priority to expand the idea of what their 

assets are and how to use them. In the US, Lululemon Athletica reopened 

P

W H AT ’ S 
N E X T

New patterns of demand need new business models and 
supply chain solutions.
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its stores not to serve walk-in customers but fill online orders more 

quickly. Meanwhile, when Best Buy reopened its stores it did so only for 

staff to facilitate contactless curbside collection by customers.

This might also mean changing how they measure a supply chain — rather 

than just judging it by efficiency, they should also evaluate it for growth, 

flexibility and agility to deliver on experience as well as products. 

 Companies will need to decide which new trade-offs between cost and 

experience they’re willing to make. In the early weeks of the pandemic 
in the UK, for example, some supermarkets slashed product ranges 

temporarily by up to 70% to focus on the remaining 30%. 

Amazon is using its Whole Food shops as “dark stores” serving fulfilment 

centers soon to be operated by robots. Barclays Bank expects that its 

physical branches will soon be used mainly by call center workers and 

investment banking, and Berlin’s iconic Berghain nightclub was reborn 

as a gallery.

It’s becoming important to embrace the opportunities that lie in the 

business-to-business sharing economy and new strategic partnerships 

that will make best use of existing assets. In Asia, JD.com has launched 

an “expert to domestic” initiative through its new app Jingxi, to let 

manufacturers open new stores on its platform for free and tap into its 

marketing, logistics and delivery services.

Collaboration was a key feature of the hospitality sector’s response to 

the pandemic, where “dark kitchens” allow a number of delivery-only 

restaurants to share one kitchen space. It’ll be interesting to see how 

new collaborations will offset the loss of brand experience previously 

delivered at point of sale in the physical world — on the high street, for 

example — by creating new points of delight at home. 

Companies might need to explore new business models and value 

propositions. Subscription models grew not just during lockdown as a 

replacement for physical experience, but after. Pret a Manger, for example, 

launched a coffee subscription scheme to encourage customers back 

into spending. Walmart recently launched subscription delivery to your 

door service Walmart+, moving into space dominated by Amazon Prime.

The fashion industry, like many others, was hit hard by the pandemic. 

Small and medium-sized independent designers particularly suffered, 
so the opportunity to benefit from Amazon’s delivery infrastructure 

A
m

azon’s W
hole Food shops are being used as “dark stores” 

serving fulfilm
ent centers w

hile closed to the public.
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proved to be a lifeline for many. Exactly as Amazon had intended, this 

development enabled them to offer a premium and bespoke delivery 

experience as a new value proposition. 

Walmart’s redesigned in-store experience is pragmatic, offering quick 

and efficient testing of gadgets rather than experiential and with the 

emphasis on enabling customers to shop quickly as well as safely — a 

markedly different approach to browsing.

There’s also likely to be a rise in two-speed innovation that makes busi-

nesses more agile and flexible to respond to change, while keeping true 

to their central purpose. LVMH’s pivot to convert its perfume factories to 

making hand sanitizer during the early weeks of the pandemic demon-

strates the speed with which companies may need to act — and can, 

when under pressure. 

US food distribution Sysco, for example, built a supply chain and bill-

ing system to serve grocery stores, from scratch, within a week, while 

in-flight catering companies like Israel’s Tamam Kitchen and Australia’s 

Gate Gourmet began delivering quality meals to families stuck at home. 

Companies will need to reimagine supply chain as a growth driver. 

Growing demand for personalization presents an important opportu-

nity here, and one that requires supply chains to be more flexible and 

responsive — especially within the final ten feet. 

5G could play an important role in this, enabling the wider deployment 

of immersive technologies to create a new generation of captivating 

brand experiences, and allowing greater personalization of the supply 

chain at the point of delivery. Understanding the ways in which 5G can 

be used within the emerging new liquid infrastructure will be critical — 

especially in remote areas, where the pandemic exposed the need to 

close the rural broadband digital divide.

Finally, the fact that companies will need to rethink their supply chain 

means they have an opportunity to consider sustainable alternatives while 

they’re at it. Returns of certain items are often sent straight to landfill. In 

the US, Pottery Barn now works with The Renewal Workshop to sanitize 

all returned fabrics so that they are renewed then resold. Meanwhile, 

Sweden’s IKEA recently opened its first secondhand shopping center. 

Another way to use supply chains to better meet sustainability goals is 

by making them more local. German company Urban Drivestyle builds 

all its e-bikes in Berlin and is working to transfer its entire supply and 

production chain to Europe. 

A
s part of a new

 push to reach custom
ers during the pandem

ic, 
W

hole Foods is participating in a N
ew

 York C
ity cargo e-bike 

delivery pilot to deliver groceries to online shoppers.
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Taiwanese tech giant Foxconn, which makes an array of devices includ-

ing iPhones, is making moves to fragment its supply chain into one for 

China, and several others for the rest of the world.

Organizations can (and should) build agility and resilience across their 

supply chains so they can adapt quickly to change. This is not just about 

being able to manage any further shifts caused by the pandemic and its 

aftermath, however. Rather, it’s about futureproofing for changes they 

will certainly face one day — notably, climate change.

Keeping a whole supply chain local helps with sustainability goals, as 
shown by German e-bike company Urban Drivestyle.
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Think of your supply chain and physical assets as growth—not 

efficiency—plays. What would you do differently? Analyze what 

assets like a “shop” really deliver. What belongs in digital and what 

belongs in the physical realm?

Openly commit to shifting to sustainable redesign. Within five years, 
sustainability will be the biggest influence on your infrastructure 

decisions. Start figuring out how you design for sustainability — now.

Evaluate the often-hidden parts of the experience chain that add 

unrecognized value. For example, is “waiting time” part of your 

experience? How can you use it as a white space to delight customers?

Do

Think

Say

F J O R D 
S U G G E S T S



Trend 6

E M P A T H Y 

C H A L L

E N G E
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Awareness and concern about inequality in all its forms grew rapidly in 2020. This 

poses a challenge for organizations as they try to respond: how should they manage 

the narratives they use to shape their brands? Companies may need a new approach 

that blends pragmatism with empathy, and that ensures they are seen to follow through 

on their intentions to do good.

I N T R O D U C T I O N
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s we’ve observed in previous Fjord Trends reports, people 

are increasingly concerned about the purpose and ethics 

of the organizations they work for and whose products or 

services they use. Climate change has been a major concern in recent 
years but, for many people, inequality became one of the dominant 

issues in 2020.

The word “privilege” has become far more widely used, with renewed 

energy in the Black Lives Matter movement and countless impassioned 

discussions about racial injustice. Meanwhile, longstanding inequalities 

W H AT ’ S 
G O I N G  O N ?

A

The fight for equality became a prevalent issue in 2020, with George 
Floyd’s death sparking impassioned Black Lives Matter protests.
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between rich and poor, old and young, men and women, as well as dif-

ferent ethnic groups were thrown into sharp focus because Covid-19’s 

impact was felt so unevenly around the world. 

Pandemics tend to exacerbate existing inequalities — for women and girls 

especially, but also for groups like people with disabilities and those in 

extreme poverty. Analysis of Covid-19 deaths in a number of countries, 

including the US and UK, showed ongoing wide disparities by race. 

American women were three times more likely than men not to work 

during the pandemic because of childcare. Though American parents 

doubled the time they spent on education and household tasks before 

the pandemic, mothers spent 15 hours more on average per week than 

fathers. Meanwhile, 80% of the 1.1 million workers who dropped out of 

the US workforce in September were women. 

On the subject of another existing inequality, Rodrigo Baggio, president 
of Recode, said, “The new reality is that Covid has accelerated and 

increased the digital divide. We are in a new kind of apartheid, a digital 

apartheid. It’s more than a divide. People are excluded and don’t have 

access in Brazil, in Latin America, in Africa.” 

Pandemics also create new inequalities. People whose employment had 

previously been stable and who now find themselves jobless in a difficult 

market are new casualties of existing inequalities. Closure of schools 

worldwide hit some children harder than others, with consequences of 

isolation such as delayed cognitive, emotional and social development.

Meanwhile, young workers are hit especially hard having to work from 

home, and not just because many can’t accommodate a home office. 
They’re also lacking the opportunity to build up social capital with 

colleagues, to nurture relationships essential for career advancement, 

and the ability to observe and learn from others in person.

We flagged companies’ growing interest in meeting the needs of all 

stakeholders in last year’s Fjord Trends. As it seems to become the norm, 

issues around stakeholder management — like guarding against disenfran-

chisement in staff, customers or shareholders — are moving centerstage, 

which is making it more important than ever to manage narratives well.

Narratives are the stories we tell to express or prove our position or 

beliefs. Social media put narratives front and center because it gives 

everyone a chance to create them, like them, spread them and critique 

them. There have never been more different narratives fighting for our 
attention than there are today. Many of them are framed by culture 

wars, and some of those run contradictory to the truth. The easier it is 
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to access information, the more vulnerable we are to being deliberately 

misled or to believing unsubstantiated claims. 

Companies now have to figure out how they want to handle polarizing 

narratives and which side of the story, if any, they choose to support. 

Staying silent is a choice and a statement on its own as well.

A cryptocurrency broker told employees it wouldn’t stand for politics or 

social issues being championed in the office that took away focus on the 

company’s mission, which it felt was already purpose-driven. The announce-

ment sparked a passionate social media debate, and anyone who didn’t 

like it was given the opportunity to leave with four to six months’ severance 
pay, at which point 60 employees — some 5% — left the company. On 

the other side of the spectrum, we see strong stances like Expensify CEO 

Dave Barrett’s plea to its 10 million customers to vote for Joe Biden for US 

President, which infused politics directly into the business.  

We’ve also seen how governments have tried to tackle their official 

narratives in reaction to our ongoing health emergency. In Finland, the 

government enlisted influencers to communicate information about the 

pandemic, even giving them “key worker” status. The Taiwanese govern-

ment executed a “humor over rumor” campaign that effectively quashed 

Covid-19 misinformation, by using “civic hackers” to counter a false claim 

with a fact-based joke within hours of the misinformed post appearing. 

With inequality now top of mind, both the loud and the silent ones, what 

companies do about it and how they talk about it within their narratives 

matters a great deal. However, mastering the art of doing this has likely 

never been harder in recent times.
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With the effects of the virus being felt unevenly around 
the world, many existing inequalities were highlighted. 
With inequality now top of mind, both the loud and 
the silent ones, what companies do about it and how 
they talk about it within their narratives matters a 
great deal.
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mpathy is fundamental to good design. It’s an intimate 

and inward-leaning understanding of the person you are 

designing for, that shapes the detail of how you design an 

interaction or interface. The challenge is that empathy for everyone 

seems very hard to achieve when companies take a stand on social 

issues. Narratives have turned social issues into political issues, and then 

into polarities to manage, made more complex by the fact we live in a 

world where corporate reputation hangs on every decision or output 

being subjected to unprecedented scrutiny.
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Having gathered a broad spectrum of opinions, White Ops decided 
to change its name to something more obviously unrelated to race. E
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When the owners of a best-selling Asian toothpaste brand with a 

racially charged name and history decided to rename it in 2020, we 

saw simultaneous applause in western markets and angry backlash on 

Chinese social media. This neatly illustrates the complexity of the world 

in which businesses now operate. In September, Yelp’s decision to flag 

businesses accused of racism sparked debates online.

An organization needs to be empathetic and be seen to behave as such. 

However, baked into the very concept is the fact that it’s impossible to 

be empathetic to everyone all the time, so squaring this circle is the 

empathy challenge. Yet today, many companies are trying to juggle 

action and messaging around numerous big, broad and deep topics all 

at the same time — and while striving to be profitable in their day-to-

day operation. Before social media, it was a no-no to discuss politics, 

religion, and money at work, as such topics can lead to heated debates 

on strong beliefs, disagreements, and an uncomfortable environment. 

However, this is now normalized, and happening across employee and 

customer segments for brands.

Conflicting opinions on how best to prioritize and address today’s press-

ing concerns — including sustainability, Black Lives Matter, inequality, 

pandemic fallout and business survival in the face of looming economic 

crisis — can create stress, division and disenfranchisement. It can also 
lead to organizations and individuals telling themselves misleading 

narratives (for instance that a society isn’t racist, or a brand is caring), 

leaving them vulnerable to criticism. 

To address this challenge, an organization can go down two routes: 

firstly, it can narrow its focus from thinking about all society to smaller 

sub-groups, which starts with prioritizing subjects that are closest in 

line with its purpose, then building behaviors around it. Alternatively, it 

can try to manage the polarities. As a Harvard Business Review article 
in 2018 suggested, “When two seemingly contradictory objectives 

present themselves, (e.g., maximizing shareholder value versus social 

responsibility), avoid the temptation to pick a side. Instead, embrace 

both “truths” and manage the tension between them over time.”

As 2020 got into its stride, eBay chose to use its infrastructure and 

expertise to help small businesses that simply couldn’t survive two or 

three months of lockdown. eBay launched an accelerator program called 
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“Up & Running”, offering a free ecommerce platform, plus marketing 

tools and shipping discounts, which effectively gave small businesses 

a lifeline when they most needed it.

Netflix demonstrates its empathy towards parents by joining the for-

ward-thinking companies that provide paid parental leave to mothers 

and fathers on their payroll. Salaried employees at Netflix can take up to 

a year off after the birth or adoption of a child, relieving some pressure 

at a critical time for families.

Patagonia, known for making bold moves that stays true to their core 
values, took this even further and sewed tags into its 2020 Road to 

Regenerative organic stand-up shorts line urging customers to “Vote 

the assholes out”, referring to politicians who deny or disregard the 

climate crisis and ignore science. 

To succeed, organizations might feel they should get both the message 

and the detail of every interaction absolutely right. Here lies another 

potential problem, though. In many organizations, design (which 

shapes the detail) and communications (which shapes the message) 

coexist separately in a divorced system. As we move forward, effective 

management of narratives might depend on a brand’s experience and 

its messaging being created, shaped and executed in closer harmony. 

Over the years, Design Thinking has unintentionally made empathy seem 

like something easily ticked off a list, by equating it with listening. Yet 

empathy is not just listening and nor is it a one-off exercise. Empathy 

is a way of behaving. This means that designers may not only craft the 

message, but also consider how to manage and communicate it, what 

tools to use to enrich, deepen and contrast it. It also could mean using 

behavioral tools as well as technological tools. 

Stories have always mattered as they are central to the human experience. 

Now, they’ve become a core part of a brand’s image, too. Effectively 
managing them by refocusing on the experiences of customers and 

communicating with them in a meaningful way has never been more 

important in recent times. However, as a brand in a world of polarized 

opinions and stories, how do you get it right? 
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Consider your employee stakeholders. You must carry the 

majority of your workforce with you (100% is a big ask). In order 

to do so, build purpose from the ground up and focus more on 

internal communications around empathy than external ones. 

Your employees are your advocates and will spread your empathy 

messages beyond your walls. 

Make your choices an open narrative that you engage with and 

align them to your purpose. Don’t take on too many, as that might 

paralyze you. Be careful not to perpetuate your own echo chambers 

or create a culture that opens divisions within your company that 

you cannot close.

Bring together design and communications to effectively close the 

gap between what you say and what you do.

Do

Think

Say

F J O R D 
S U G G E S T S
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The rituals that form the framework and coping strategies of everyday life have changed, 

disrupting the strong emotional ties associated with many of them. As people adjust, 

organizations must identify where they sit within this new context and how they can 

help build new ways for people to cope and reconnect.

I N T R O D U C T I O N
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shared sense of loss has brought us together as people. 

Whether communal or performed alone, rituals have a causal 

impact on people’s thoughts, behaviors, and feelings, and 

have done so for centuries. Many of us are now grieving the rituals of 

life we once enjoyed and, perhaps, took for granted. The shared emo-

tional experiences around traditions associated with loss, celebration, 
ceremony, and routine help bind us together within our families and 

friend groups, work, local communities and wider society.

Lots of the habits of everyday life have been variously upended, rewritten 

or erased by restrictions imposed to prevent the spread of Covid-19. 

W H AT ’ S 
G O I N G  O N ?

A

Many of the joy-filled rituals we once took for granted were 
upset or postponed by infection control measures.
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When there’s strong sentimental significance attached to routines (and 

to the people, places and objects that we closely associate with them), 

we feel their loss profoundly, even in the context of much more serious 

losses around us. 

Losing rituals might affect everyone in some way, and we’re reminded daily 

of the disruption. Life events that bring family and friends together, like 

weddings and funerals, are obvious examples. Arguably just as difficult 

to manage is the disruption of the many small daily rituals — the ability 

to touch an avocado for ripeness in a grocery store, to hug friends and 

family, or grab a coffee with colleagues inside a café. 

With so much change, it’s been a period for reassessment and searching 

for new meaning that has inspired many people to develop new rituals 

that bring them joy and comfort in new routines. Many of us have formed 

new behaviors, including staying more in touch with the news, virtually 

connecting more often with family and friends, and spending more time 

on self-care and mental wellbeing.

Some office workers have welcomed a break from their daily commute, 

while others miss the structure it provided or the decompression time 

they once had in transit between home and work. Some miss the local 

café where they always bought their favorite breakfast bagel, while others 

are glad of the healthier lifestyle they now have after being forced to 

rethink their past dependence on grab-and-go food. 

In societies where mindfulness was less culturally ingrained, it’s become 
more of a part of daily life for many. Use of meditation apps surged 

during the pandemic — mindfulness app Calm now even has a premium 

membership tier included on American Express cards. Meanwhile, spirit-

uality has become commercial, fueled by a growing array of spiritual 

networks. In the US, personalized astrology app Co-Star raised US$5.2m 

in seed round funding.

In 2020, we’ve been prompted to rethink many aspects of our lives 

and to take a fresh look at our personal priorities and values. The act of 

doing that has uncovered new ways in which we can help our commu-

nities, from wearing a mask to shopping with local businesses. It’s also 

developed our understanding of how, as individuals, our personal daily 

actions can contribute to bigger systemic change.

As of December 2020, the pandemic isn’t over, and it’s abundantly clear 

that people want — and need — new habits, rituals and coping strategies 

to help them live in their new and unbidden circumstances.
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Whether it’s coffee with our colleagues, Saturday 
sports, or applying makeup with friends, losing our 
rituals affect us all in some way.
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rands have a huge opportunity to support people as they 

develop new rituals, like activities that are healthier, more 

sustainable or community focused. One third of Britons 

recently polled claimed to have developed “good” habits during lockdown. 

In the US, 75% of customers tried different stores, websites or brands 

during the pandemic, and 60% of those expect to integrate new brands 

or stores into their post-pandemic lives. If brands can find ways to help 

people feel empowered and regain a sense of control in uncertain times, 

they can help people reconnect and heal (and be appreciated for it).

B
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With cabin fever rife and indoor exercise rituals on hold, activities 
like sea swimming have become increasingly popular.
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The first step brands must take is to ask: is this brand part of a habit or 

a ritual? 

Habits are things we do to make life easier, like wearing the same clothes 

or choosing the same lunch every day, just so we don’t have to think 

about it. Though habits make life easy, their nature makes them more 

disposable, in a way. Many habits changed because of Covid-19 and, as 

the crisis improves, not all will remain. 

Rituals, on the other hand, make life meaningful. They can provide a 

way of coping, nostalgia and familiarity, or a sense of connectivity and 

belonging, and as such they are likely to be longer lasting. A ritual might 

be getting up fifteen minutes before the rest of the family to have a 

coffee and watch the clouds — a moment of calm that sets you up for 

whatever the day might hold.

Brands must work to understand the blank space left by a lost ritual, 

then identify and design an appropriate experience that could replace it. 

Brands involved in someone’s former ritual are likely to need to reimagine 

that experience. Whichever angle a brand is coming from, emotional 

connection will be key to their success, because a ritual is about more 

than just function.  

When the pandemic threatened people’s Halloween rituals, confection-

ary companies stepped in to invent 2020-safe options. Mars Wrigley, 

for example, released an app for a virtual trick-or-treating experience 

that enabled people to rack up points they could redeem against real 

candy, and made variety bags for Zoom costume parties and scary home  

movie nights.  

We have identified four roles for rituals often associated with brands, 

which could be used as a platform on which to build new rituals.

Ritual as portal 

A ritual can be a transition point between our different selves. Worker-me 

might become downtime-me while reading a book on the train home, 

for example, or everyday-me might become holiday-me while packing 

and listening to a podcast. Transition rituals are especially relevant for 

brands in beauty, grooming and fashion, where our ability to express 
ourselves through our appearance has been changed by lockdowns 

and new home working routines. 
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Microsoft is offering a way to replicate healthy boundaries between 

work and home life by creating “virtual commutes” on Teams. In China, 

a Japanese street built to allow would-be Chinese tourists to escape the 

everyday has proven extremely popular with people unable to travel to 

see the real thing. 

Ritual as sense of belonging

A ritual can provide or reinforce a sense of belonging, too. Friday night 

drinks or Sunday morning team sports are examples of rituals around 

which many products and services are consumed in a social setting. 
The challenge for brands is to create experiences that can become 

rituals outside a conventional physical social setting, yet retain the same  

sense of community.

One example is Netflix Party, which synchronizes video playback 

and adds group so you can remotely watch content with friends.  

Another is a collaboration between Budweiser, Carlsberg, Rémy  

Martin and Pernod Ricard, ecommerce giant JD.com and Chinese  

music label Taihe Music Group, which stages online club nights streamed 

direct to people’s homes. 

Singapore fitness and boxing studio boOm launched virtual workouts 

after closing its gyms, and arguably the most powerful benefit was the 

opportunity for its customers to retain a sense of community.

Ritual as comfort

While a ritual may be a more meaningful activity requiring focus and/

or effort, it can also be a powerful source of comfort. In San Francisco 

neighborhood Bernal Heights, for example, new social rituals like socially 

distanced street dance parties and cocktail hours are fast becoming per-

manent fixtures, demonstrating the staying power of self-driven behavior. 

Opportunity for brands lies in considering how they can enhance such 
moments by deepening the emotions felt — a sense of release, for 

example, or by making things easier — such as bundling products for 

a celebratory Friday night meal.

Estée Lauder has enabled people who listen to Spotify’s free service 

on a Google Home device to request a sample of Advanced Night 

Repair serum, and build personalized “New Beginnings” playlists based 

on their listening patterns. Each week, Estée Lauder and Spotify will 

refresh the playlist and add short audio notes relating to bedtime 

skincare routines.

R
IT

U
A

LS
  LO

S
T

  A
N

D
  FO

U
N

D
R

IT
U

A
LS

  
LO

S
T

  
A

N
D

  
FO

U
N

D

Personalized astrology app Co-Star brings astrology into the 21st century 
using AI that merges NASA data with the insight of human astrologers.
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Such “me time” moments are rituals as comfort. Many people now at 

home most or all of the time with cohabitees are seeking new ways 

to build personal escape into their daily routine to boost their mental 

wellbeing. This is especially relevant to self-care and wellness brands, 

and it could involve anything that can bring joy, whether it’s a podcast, 

seeing some art, going for a walk or reading a book. 

Ritual as anchor

The big moments we celebrate in life — birthdays, marriages, Christmas, 

Diwali, Eid — are less frequent but are often shared with other people, 

and offer significant scope for rituals as anchors. These moments and 
their associated rituals give us a framework for understanding and 

marking the passing of time. 

2020’s challenges drove millions to start thinking about Christmas earlier 

than ever, to anchor their existence around something that brings them 

joy. When UK retailer John Lewis saw that searches for festive products 

were nearly four times more than August 2019, it opened its Christmas 

shop sooner than planned. 

Wedding website Shaddi.com created a new “Weddings from home” 

program to help people get married during the pandemic, seeking to 

bring many of the most meaningful moments of an in-person event to 

virtual weddings. For instance, recognizing the catering as a meaningful 

part of the event, they delivered food to guests’ homes.

Products and services have long played a role in anchor rituals. Brands 

can help people reimagine emotional landmarks at a time when it’s hard 

for many to get together physically. Pay-later fintech Klarna hosted an 

online music festival called Klarnival via Instagram and Facebook Live 

in August, to fill the gap left by cancelled live events typically used to 

mark and celebrate the summer. 

Simply shifting a ritual online won’t automatically satisfy the same need, 

because the human qualities and emotions attached to a ritual are where 

its strength and power lie — not the mechanics of it. In Japan, an app 

allowing smartphone users to cheer (or jeer) remotely during a match 

and have that sound played live in the stadium recreates not just the 

ritual but some of the feelings associated with it. It creates a way for 

remote spectators to enjoy the camaraderie of shared moments, eating 

and drinking, cheering and chatting. 

Behavioral design principles should inform the design of rituals, starting 
with identifying both current and target behavior. Three behavioral 

considerations should then be addressed: 
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1. How motivated are people to change?

2. How well-equipped do people feel to change?

3. Is now the right time for an individual to think about changing? 

Armed with the answers, it’s possible to design, prototype and refine 

an intervention that can stimulate the new ritual.

The golden rule is that any ritual a brand creates must speak to and be 

intrinsically linked with its brand purpose, if doing it is to make sense. 

When the right ritual is well balanced with the right purpose, it could 

enable customers to actively engage in causes that matter to them — 

and give them the satisfaction of being able to contribute to change 

on a larger scale. 
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Trying to replicate part of the live experience, apps now let people 
cheer for their teams, playing their responses live in the stadium.
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Unpack the mechanics of rituals to understand not only how people 

feel but what they do at a detailed level. These will probably differ 

from market to market, and the balance of where they take place 

(online/offline) may shift over time as the pandemic plays out. 

Brands are now widely expected to have a voice and speak on 

issues (see our Empathy challenge trend). Choose carefully how you 

use your brand’s voice to help people through their life changes. 

Acknowledge to your customers that we’re in this together to find 

some sense of normality in our lives — and say it authentically.

Encourage rituals to transition from lost to found. Help people 

feel more relevant. How can you support psychological sustain-

ability? How can you incorporate mental health considerations 

into your products and services? While we’re all in this together, 

our personal experiences vary, so remember that some people 
will be coping and grieving, while others are embracing new 

sources of joy.

Do

Think

Say

F J O R D 
S U G G E S T S
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we  are makers

Leaders in the beauty and personal care industry have been 
innovating sustainable practices for decades, constantly 
reinventing the products they carry and the methods used to 
produce them. Today, however, we are embarking on a new era 
of planet-friendly innovation — one that explores bolder ideas 
and more unconventional thinking. Companies are taking more 
action to reverse the damage we've all contributed to.

L’Oréal recently released its ‘For the Future’ sustainability plan, 
setting goals and expectations to combat climate change by 
2030. Shortly after, Unilever released its own ‘Sustainable 
Living’ plan, outlining their pledge to combat environmental 
impact over the next two decades.

The actions being taken by brands of all sizes signal to the 
world that climate change is no longer a part of our mission 
statement, but a collective, foundational principle influencing 
our companies at every level. We are building an industry that 
celebrates the beauty as much as it does beautifying the earth.

Sustainability Trends  
to Watch for in 2021 
BRANDS ARE DOING MORE TO  
TACKLE THE MOST PRESSING 
CHALLENGES OF OUR INDUSTRY
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SUSTAINABILITY TRENDS TO WATCH FOR IN PERSONAL CARE

Since the pandemic, our focus on sustainability and clean beauty has only 
intensified. If sustainability was a general concern before, it’s a major focus 
now — a part of every brand, every formula. In many respects, our blinders 
have been lifted to the types of packaging we use, the ingredients that are safe 
and natural, and how the manufacturing process affects the world we live in. 

Our collective awareness has ignited a revitalized push for not only better, but 
more innovative approaches to addressing climate change, possibly moving us 
five years ahead of where we’d be without the pandemic. Shoppers are ready 
to take action and support brands that follow through on their promises (even if 
it means sacrificing cost or convenience).

The great news is that there is no shortage of new ideas hitting the market. 
The innovative nature we have in our industry is driving all of us forward, 
challenging ourselves to go further than we used to (and once we do, go 
beyond that). We understand the value (financially and ethically) of helping the 
earth and have moved past the inability to address uncomfortable taboos. We 
are revolutionizing our industry — from sourcing to shipping. 

Consumers Willing to Do More for Sustainability

Would sacrifice standard packaging 
for sustainable packaging1

76+2476%

Might sacrifice results for  
a sustainable product1

66+3466%

Would pay up to 10% more  
for a sustainable product1

44+5644%

Willing to stop using their favorite 
products if they aren’t sustainable1

65+3565%

From left to right, top to bottom, brands focusing on sustainable beauty: rms beauty, Cocokind, Saie, Lesse, Biotherm, OGX, Yay for Earth, Nécessaire, LOLI, Ilia, Hard Working Gentlemen, 
Nuud, Head & Shoulders, Acure, Native, Keune, Dove, Humankind, i + m Natural Cosmetics, Helmm, Exa, Colgate, True Botanicals, Seed Phytonutrients
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Becoming a Less Trash-Centric Industry
It’s no secret that the beauty care industry has been a notorious contributor to 
the amount of waste our society throws away. According to Zero Waste Week, 
the global beauty and personal care industry generated 120 billion units of 
packaging in 2018 — almost 329 million units per day.2

This number becomes even more concerning when you consider that most 
plastics can take half a millennia to decompose. That means that every single 
piece of plastic that has ever been created still exists, and will continue to do 
so for hundreds of years.3 More than 8 billion metric tons of plastic have been 
created so far — about the equivalent weight of 23,000 Empire State buildings.

Addressing packaging waste has been an objective for decades, but now more 
than ever we have the drive and the insight to make a difference.

 (215) 256-7000     accupac.com
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These efforts have included the use of thinner, more lightweight containers; 
bio-based plastic alternatives, and reducing pollution through eco-friendly 
dyes. We’re seeing more modular packaging with recyclable inserts, and 
innovation is removing water from formulations to save on shipping impact.

Entire brands are thriving on this type of eco-approach. The oral and skincare 
brand Humankind, for example, mandates that all of its products reduce single-
use plastic by 90% (or altogether, if possible). Procter & Gamble has allied with 
Greenpeace to build beach-debris-recycled bottles and educating palm oil 
farmers about more sustainable agriculture techniques.

SUSTAINABILITY TRENDS TO WATCH FOR IN PERSONAL CARE

Billions of plastic containers have been made over the years — even today 91% of it isn’t recycled4
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Going Below Zero
One of the most pressing movements in sustainability — reducing one’s carbon 
footprint and achieving carbon neutrality — has advanced greatly over the 
years. Many personal care brands are taking corporate-level steps to reduce 
their carbon levels to zero net output. Some other brands though, think this isn’t 
a step far enough — what we need is to achieve carbon negativity.

For a brand to achieve this honorific, more than 100% of the carbon dioxide 
emissions created by a company need to be offset with the removal of carbon 
from the environment. It’s a lofty goal that requires dedication, ingenuity along 
every step of the supply chain, and an advanced insight into how our actions 
affect the environment around us.
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For men’s grooming brand Bulldog, they took this challenge and incorporated 
Brazillian-grown sugarcane tubes into all of its product lines.

Using the new bio-based components results in no changes to form or 
functionality, but makes a huge dent in the output of carbon emissions. For 
every 100 tons of sugarcane plastic used in their products, Bulldog is removing 
309 tons of CO2 from the environment. Due to the sugarcane plant’s absorption 
of carbon throughout its natural lifecycle, and the minimal rainfall needed for it 
to grow, it is a highly sustainable material.

There are innovations like this entering our market all the time, as companies 
assess their carbon footprint, identify areas they can save on, and implement 
simple changes to enact multilayered outcomes.

SUSTAINABILITY TRENDS TO WATCH FOR IN PERSONAL CARE

Sugarcane requires few resources making it an ideal crop for bioplastics



contract manufacturing

 (215) 256-7000     accupac.com (215) 256-7000     accupac.com

CONTRACT MANUFACTURING

With proper focus and attention to innovation, the 
manufacturing arm of personal care can yield a lot of 

environmental savings. Nearly every step of a product’s 
journey through a contract manufacturer is an opportunity to 
reduce waste and improve a brand’s environmental impact.

SMART WATER 
CONSERVATION
Accupac analyzes their 
water usage across all 
sites, identifying areas for 
conservation, ideas for better 
water use, and ways to 
recycle used water in the most 
carbon-friendly way possible.

Ethanol used during manufacturing 
can be put through fractional 

distillation and reused.

Recycling cardboard boxes and 
steel drums can save a lot of energy 
(and are some things manufacturers 

like Accupac have a lot of). 

Upgrading facilities to run on renewable energy sources is an 
easy gambit: it lessens our use of CO2 producing power sources 
and doesn’t require cumbersome internal facility upgrades. 
Accupac’s use of solar panels every year offsets the equivalent 
CO2 generated by charging your phone 35 million times.  

SUSTAINABILITY IN 

Through its recycling program, 
Accupac is able to recycle 180,000 

gallons of ethanol every year.

The 1,000 tons of cardboard 
and 80 tons of steel Accupac 
recycles annually can run an 
LED lightbulb for 3,152 years.

we  are makers

ETHANOL 
DISTILLATION

MATERIALS
RECYCLING

RENEWABLE 
ENERGY SOURCES

SUSTAINABILITY TRENDS TO WATCH FOR IN PERSONAL CARE
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Making a Commitment to Clean
The concept of clean beauty is more than just a formulation that’s good to our 
skin or free from unwanted ingredients. Clean beauty has evolved over the 
years to define a mantra towards living a more pure, sustainable life. 

Though the industry has sometimes stumbled to define what it means to be 
clean, we now understand it to mean beauty that’s about transparency in 
ingredients, sustainability in its manufacturing processes, and a formulation 
without useless synthetics and byproducts. 

 (215) 256-7000     accupac.com
contract manufacturing

Product formulation requires the pairing of surfactants with ingredients 
to achieve basic product requirements — to aid in dispersing pigments in 
cosmetics or emulsify oil for use in skin cream. Research and development 
teams have found ways to reduce ingredient lists while still achieving previous 
benefits and claims. It’s all part of a “less is more” approach to beauty care.

One of the most beneficial outcomes of the clean beauty movement is its 
self-fulfilling nature. Mainstream consumers didn’t notice what products were 
made of, or how the ingredients were sourced until brands started promoting 
themselves as clean. Innovation begets more innovation, and even a seeming 
public relations stunt can make an impact on the environment.

SUSTAINABILITY TRENDS TO WATCH FOR IN PERSONAL CARE



contract manufacturing

 (215) 256-7000     accupac.com (215) 256-7000     accupac.com

Accupac develops and manufactures a wide-range of consumer, over-the-counter, and 
personal care products. Our facilities are FDA and ISO certified, designed to integrate 
seamlessly into your manufacturing workflow. We formulate the same quality product 
you’d have in-house. We are committed to being a world-class leader in sustainable 
contract manufacturing and continuously optimize all aspects of our business through 
5S lean management initiatives. 

1 “Beauty by the Numbers Infographic Series: Sustainability - Does She Care?” Happi, October 2019
2 “Waste in the Beauty Industry – the Plastic Pollution Problem” Beauty Unspoiled, February 2020
3 Gonzaga, Diego. “Every Single Piece of Plastic Ever Made Still Exists. Here’s the Story.” Greenpeace,  

January 2017
4 Parker, Laura. “A Whopping 91% of Plastic isn’t Recycled.” National Geographic, December 2018

THE CONSERVATION OF PERSONAL CARE

Leading personal and beauty care brands into the next generation of 
sustainable products is no easy feat, and we’ve only just scratched the surface 
of what’s possible. Even the definition of sustainability continues to evolve, as 
we come up with new ideas and angles to reduce the impact we have on our 
surroundings. 

Finally reaching a tipping point among consumers, this movement is 
mainstream and will continue to flourish. Every new product launch, every new 
tweak to pumps or caps, every pledge of a company to do more serves to move 
our entire industry forward.

SUSTAINABILITY TRENDS TO WATCH FOR IN PERSONAL CARE
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FOUNDATIONAL TECH THAT MATTERS MOST

4.5B Internet users

$80B+ annualized SaaS revenue

3.5B smart-phone users

AI

MOBILE

CLOUD

INTERNET

5G, 
Quantum

$3T annual value

CLIENT SERVER

3
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1980s: Personal Computers, GUI and Cable TV

1990s: WWW (Internet), E-commerce, Java

2000s: iPhone, Social Media, Search engines

2010s: AI, Power of analytics, Automation

TIMELINE OF MAJOR INNOVATIONS
4
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Internet Speed Internet Users

1980

4MB RAM

40MB HARD DRIVE

COST: $5K+

This was the catalyst for 
modern computing as we 
know it.

1980s: PERSONAL COMPUTERS
5
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1990
Internet invented

1995
14% of US adults had internet access
42% of US adults had never heard of the internet

ENABLED
Unprecedented, widespread access to information

Internet Speed Internet Users

1990 2000

1990s: INTERNET: THE WORLD CONNECTS
6
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2006

iPhone Launched

Global internet users surpass 1 billion

AWS founded

The cloud takes off

ENABLED 
Social media, applications, streaming, SaaS, user data

Internet Speed Internet Users

1990 2000 2010

2000s: COMPUTE EVERYWHERE
7
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Performance Since 2009…

COMPUTE NETWORK

10,000x 140x

Innovations in sw/hw powered a 2.5x per 

year improvement in computing performance

Broadband increased from 7.1 mb/s 

to 1 gigabyte/s
Internet Speed Internet Users

1990 2000 2010 2020

ENABLED
Predictive analytics, computer vision, voice, NLP

2010s: DATA, ANALYTICS, ARTIFICIAL INTELLIGENCE
8
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WHAT IS THE CLOUD?
10
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DATA CENTER

SOFTWARE AS A SERVICE

INFRASTRUCTURE AS A SERVICE

STREAMING

CLOUD STORAGE

ECOMMERCE

WHAT CLOUD UNLOCKS
11
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Source: Gartner, Market cap as of Oct-2020

$9

$59

$113

2010 2017 2021

GLOBAL SAAS REVENUE ($B)

$236B $100B $132B $54B $48B

CLOUD WILL AFFECT $1.3T IN I.T. SPEND BY 2022
12



SINCE 2014

BVP : 8.4x |        41% CAGR

Nasdaq : 2.5x |        16% CAGR

SINCE 2017

BVP : 3.8x |        53% CAGR

Nasdaq : 1.8x |        20% CAGR

CLOUD STOCKS OUTPERFORMING
13
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2020 2025

20%

80%

PERCENTAGE OF ENTERPRISE WORKLOADS 

ON THE CLOUD PROJECTED TO GROW 

FROM 20% TO 80% IN 5 YEARS

WIDESPREAD MIGRATION TO THE CLOUD
14
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SECURITY PRIVACY
MULTI/ HYBRID 

CLOUD
EDGE

CEO QUESTIONS

IS OUR DATA SECURE?

HOW DO WE MAKE THIS FASTER?

HOW DO WE MAKE THIS CHEAPER?

OPTIMIZE

CLOUD TOPICS FOR 2020
15
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AI Augmentation will create $2.9T of business value in 2021

10% of enterprises use 10 or more AI applications

Spending on AI systems will increase from $36B in 2019 to $98B in 2023

Source: Gartner

WHAT’S HAPPENING IN ENTERPRISE AI
17



TBD…

APPLICATIONS AUGMENTATION INTELLIGENCE

1990s 2000s 2010s 2020s

ALGORITHM AUTONOMY

2030s+

18
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Saving RN’s 20% of time with virtual assistantsAutomated 360K hours of legal work

Automates thousands of hours for 
50% of Fortune 50

Recruiting AI reduced cost per hire by 71%

AI: WHY IT MATTERS + WHAT IT CAN DO
19
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FEDERATED LEARNING

Shares learnings but not data

TRANSFER LEARNING

Knowledge transfer to other tasks

Agent

Environment

State Reward Action

REINFORCEMENT LEARNING

Self-training AI

LESS DATA LABELING FASTER SCALING PERSONALIZED AI

RECENT DEVELOPMENTS
20
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AI TODAY: DOES ONE THING VERY WELL, DATA CORELATION

FUTURE: UNDERSTAND CAUSE AND EFFECT

WHAT AI CAN’T DO: UNDERSTAND CAUSATION
21
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AI enabled customer service Complete Customer Data Platform for the Enterprise

SUBSCRIPTION MEDIA COMPANYUS MOBILE BRAND

92%
Call prevention after 

initial interaction

65%
Containment 

through AI 
automation

30%
Increase in retention

50%
Reduction in CAC

REAL WORLD IMPACT: ENTERPRISE
22
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AI solutions focused on IIoT

OFFSHORE OIL RIG

Identified

75%
Of production 

impacting  events

$30M
Production 

improvement per 
rig, per year

AI enabled fraud detection

ONLINE TRAVEL AGENCY

99.3%
Approval rate

56%
YoY chargeback rate 

reduction

REAL WORLD IMPACT: ENTERPRISE
23
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50% of current work activities automatable by adapting current technologies

15% of global workforce may need to switch occupations due automation by 2030

Source: McKinsey

AI POTENTIAL TO REWRITE: WORK
24



I.T. DOWNTIME COSTS NORTH AMERICAN 

BUSINESSES $700B PER YEAR

Annual 
aggregate cost:

$700B

Productivity Loss
78%

Revenue loss
17%

Cost to fix
5%

Source: IHS Annual North American Enterprise Survey

PROVIDING BROADBAND 
FOR $1 / MONTH

AI POTENTIAL TO REWRITE: NETWORKS
25



Source: Goldman Sachs

$2.7 TRILLION

Cost of AP today

$127 TRILLION

B2B Payment Volume

$

AUTOMATED DIGITAL B2B PAYMENTS COULD REDUCE AP COSTS BY 75%

60%

Of B2B Payments still made by check

AI POTENTIAL TO REWRITE: FINANCIAL SERVICES
26
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TECH INDUSTRY LAYOFFS & 
THE SHIFT TO WFH

52% OF AMERICANS SHIFTED TO 

FULLY REMOTE WORK IN MAY

DISRUPTED SUPPLY CHAINS

200 COMPANIES OF THE 

FORTUNE 500 HAVE DIRECT 

PRESENCE IN WUHAN

50% OF CONSUMERS ARE NOT 

ENTERING PHYSICAL STORES FOR 

NON-NECESSITIES

Source: WSJ, McKinsey, Deloitte

THE IMPACT OF COVID-19
28
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UNPRECEDENTED YoY ECOMMERCE GROWTH
29
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CLOUD BECOMES A NEED TO HAVE FOR 

BUSINESS CONTINUITY

EXPEDITED DIGITAL TRANSFORMATION
30
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10,000
CALL CENTER AGENTS MANAGE PII REMOTELY

ENGINEERS SWITCH TO WFH IN A DAYS’ TIME

PROBLEM: WHAT HAPPENS WHEN…
31
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UNIPHORE CROWDSTRIKE
Cloud-based call center automation Frictionless endpoint protection

SOLUTION: CLOUD DEPLOYED PLATFORMS
32
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AVERAGE SAAS EV / NTM SALES MULTIPLES

CLOUD SOFTWARE HARDLY 

MISSES A BEAT IN THE 

PANDEMIC

S/W MULTIPLES TRADE ABOVE PRE-COVID PEAK
33

Source: FactSet, compiled by Goldman Sachs Global Investment Research



– Remote infrastructure
– Security
– Collaboration
– Automation
– Digital payments
– Gaming

– Legacy systems
– On-prem infrastructure
– On-prem software
– Offline payments

– Vertical software (O&G, Retail, Automotive)
– Non mission-critical software (ERP, CRM, Business Analytics)
– Modernization projects
– SMB software
– POS systems
– BPO

Digital 
Transformation

“V shape”

“Bathtub shape”

“L shape”

WHAT WILL THE RECOVERY LOOK LIKE? IT DEPENDS
34
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4G

5G

Cloud RAN/COREDeep - Fiber
Millimeter Wave 

Spectrum

Sa
m

p
le

 U
se

 
C

as
e

s

Significantly
Higher Bandwidth

Allows high rates  of data 
transfer to the end-user 
(Throughput >10Gbps)

▪ AR/VR
▪ Video surveillance
▪ 4K/8K video streaming
▪ Rich video-conferencing
▪ Multi-player games

Ultra
Lower Latency

Data travel time between 
nodes is ~1ms

▪ Autonomous vehicle
▪ Thin Client/virtual device
▪ Robotic control
▪ Drone Monitoring
▪ Live streaming

Billions of
Connected Devices

1M connected devices 
per km2

▪ Wearables
▪ Smart metering*
▪ Smart parking*

Increased
Mobile Data Volumes

Enables complex 
applications that require 

high data volume 
processing/transferring

▪ Thin Client/virtual device
▪ Autonomous vehicle
▪ 4K/8K video streaming
▪ AR/VR
▪ Multi-player games

Faster Data Speeds

The amount of data 
successfully moved from 

one place to another 

▪ AR/VR
▪ Video surveillance
▪ 4K/8K video streaming
▪ Rich video-conferencing
▪ Multi-player games

Long Battery Life

Devices send less control 
messages to the 

network, hence consume 
less power

▪ Wearables
▪ Agriculture*
▪ Smart metering*

Multi-access Edge 
Compute

Analytics & 
IntelligenceVirtualization Automation

Software Defined Networks

5G AND INTELLIGENT EDGE BENEFITS (COMPARED TO 4G)
36
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Connected 
Devices

Network 
Connectivity

Collect
Data

IoT Response

Smaller Device 
Size

Longer Battery 
Life

5G Impact

Increased Scale 
of Connected 

Devices

Larger Volume of 
Data Transfer

Instantaneous 
AI-informed 

Response

+ Edge Computing

Analyze
Data

Real-Time 
Analysis of Data

5G’s DATA CAPACITY CAPABILITIES WILL POWER THE IoT FUTURE 
OF AI AND ML

37
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SHORT RANGE FAVORS SELECT SITE VS. BROAD CONSUMER COVERAGE

QUICKEST + HIGHEST ROI IMPACT IN INDUSTRIAL

CAMPUS WIDE 5G FOR ~$1M?

5G: GREATEST IMPACT IN INDUSTRIAL
38
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CLASSICAL COMPUTER

0 1

QUANTUM COMPUTER

SUPERPOSITION

ONE AT A TIME ALL AT ONCE

QUANTUM COMPUTING
39
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HIGH-TECH INDUSTRIAL CHEMISTRY ENERGY FINANCE

▪ ML & AI

▪ Search

▪ Cybersecurity

▪ Logistics

▪ Semiconductors

▪ Aerospace

▪ Enzyme design

▪ Pharma

▪ Bioinformatics

▪ Network design

▪ Energy distribution

▪ Well Optimization

▪ Trading

▪ Portfolio optimization

▪ Fraud detection

WHAT WILL BE AFFECTED?
40
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LIGHTING

HVAC

HOME + OFFICE APPLIANCES

IDENTITY

DIGITAL ACCESS

PHYSICAL ACCESS

CONNECTED CARS

DIGITAL SHARES CONTROL
VOICE AS THE INTERFACE

VIRTUAL AND PHYSICAL WORLDS MERGE
41
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REAL TIME AI COMPUTATIONS OCCUR AT EDGE

5G PROVIDES ZERO LATENCY BETWEEN NODES

CLOUD CONNECTS + ORCHESTRATES NETWORK

AI + 5G + EDGE: A CITY-WIDE SUPERCOMPUTER
42
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THE COMING DECADE WILL SEE 10X THE INNOVATION 

OF THE PAST DECADE

43
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About ADA

Operating across 9 markets in South and Southeast Asia, ADA partners 

with leading brands to drive their digital & data maturity and achieve 

their business goals. 

ADA is a data and artificial intelligence company that designs and 

executes integrated digital, analytics and marketing solutions.

About Our Data 
Their Digital behaviour culled 
from 400,000 apps

Their Offline behaviour 
gathered from 1 million 
point of interests

Their Content Consumption 
Patterns derived from
800 million videos views

Their Social media use analysed
from 150 million sources

375 M
CONSUMERS

https://ada-asia.com/about-our-data/


CONTACT US

ada-asia.com/contact-us/ 

© 2020 ADA. All rights reserved.
ADA” refers to Axiata Digital Advertising Sdn Bhd and all related corporations and subsidiaries. The information contained in
this publication is for general guidance on matters of interest only. ADA is not responsible for any errors or omissions, or for
the results obtained from the use of this information. Certain links in this publication connect to other websites maintained
by third parties over whom ADA has no control. ADA makes no representations as to the accuracy or any other aspect of
information contained in other websites.
To read more on our privacy terms, or to contact us, please visit www.ada-asia.com

https://ada-asia.com/contact-us/
https://ada-asia.com/contact-us/
https://www.linkedin.com/company/ada-asia
https://www.facebook.com/ada.asiapac/
https://www.youtube.com/channel/UCDJiu3xHaUJtE7-EyLgoU-A
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Neither as individuals nor as businesses were we 
anticipating or prepared for a global, long-term 
disruption like COVID-19. Practically overnight, 
entire workforces began working remotely, while 
some businesses scrambled to push their goods and 
services online and others shifted strategic supply 
chains to new suppliers and geographies.

Understandably, the pandemic has been a wake-up 
call for every nation, municipality, and organization. 
But what has changed? After all, it’s not the first 
predicament companies have faced; 7 out of 10 
organizations experienced at least one severe crisis 
in the last 5 years, and 95% are convinced it won’t be 
their last.1 

© 2020 Cisco and/or its affiliates. All rights reserved. 3
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Source: “PwC: Global Crisis Survey 2019”

7  
out of 10

Organizations experienced  
at least one servere crisis in 
the last 5 years.

An introduction – Resilience
Introduction: From business continuance to business resilience

Human-caused disruptions such as cyber attacks, 
regulatory mandates, and social unrest have become  
an increasingly common part of our landscape. Globally, 
we are experiencing the harsh impacts of hurricanes, 
wildfires, floods, and other natural disruptions at an 
increasing rate and regularity.

Successfully navigating future disruptions requires 
IT leaders to adopt a new mindset. One that has a 
renewed emphasis on the IT agility required to achieve 
business resilience, rather than the more prescriptive 
and reactive approach that has been the foundation of 
traditional business continuity planning. Different from 
today’s business continuity efforts, business resilience 
positions organizations to prepare for even  
the unexpected.

1 PwC, “PwC’s Global Crisis Survey 2019.”

https://www.pwc.com/gx/en/forensics/global-crisis-survey/pdf/pwc-global-crisis-survey-2019.pdf
https://www.pwc.com/gx/en/forensics/global-crisis-survey/pdf/pwc-global-crisis-survey-2019.pdf
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Figure 1. From business continuity to business resilience

2021 Global Networking Trends Report

Business continuity: The capability of an 
organization to continue the delivery of 
products or services at acceptable predefined 
levels following a disruption.*

Business resilience: The ability of an 
organization to absorb and adapt in a 
changing environment to enable it to deliver its 
objectives and to survive and prosper.**

* International Organization for Standardization, “Security and Resilience-Vocabulary”, ISO 22300-2018

**  International Organization for Standardization, “Security and resilience - Organizational resilience - Principles and attributes”, ISO 22316-2017

Business Continuity Business Resilience

Critical infrastructure failure

Cybersecurity attack

New regulations

Geopolitical change

Pandemic

IT outage

Telecom outage

Data breach

Lone wolf/terrorist attack

Extreme weather event

“Business resilience 
builds on the principles 
of business continuity

but extends much further 
to help enhance your

organisation’s immune 
system so you are able 
to tackle challenges, 
fend off illness and 
bounce back more 

quickly.” 

PwC

PwC: Operational resilience, crisis and continuity.

Business continuity Business resiliencevs.

https://www.iso.org/obp/ui/#iso:std:iso:22300:ed-2:v1:en
https://www.iso.org/obp/ui#iso:std:iso:22316:ed-1:v1:en
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As the sole platform that binds, protects, and enables an increasingly dynamic and distributed set of users and 
devices and increasingly disaggregated and dispersed applications and workloads, the network plays a central 
role in helping organizations build their resilience.

In other words, network resilience that maintains network connectivity and uptime is no longer enough. 
Companies need the resilience enabled by an advanced network platform that can respond quickly to any 
circumstances, enable new operating models and services, integrate with IT processes, and safeguard their 
employees, core activities, customers, and brand. Actually, this is the same advanced network required to 
support digital transformation initiatives. 

Five networking trends
The network: 5 trends for enabling business resilience

Vital business processes are dependent on an increasingly complex web of digital technologies that provide the 
foundation for achieving organizational resilience.

Source: BCI, “The Future of Business Continuity and Resilience”

59.8% 

A majority of business continuance 
professionals (59.8%) rate IT resilience 
as the most significant factor in 
responding to the current pandemic.

Network resilience: The ability to provide 
and maintain an acceptable level of service 
in the face of faults and challenges to normal 
operation of a given communications network, 
based on prepared facilities.*

Business resilience networking: Networking 
designed to enable organizations to respond 
rapidly, securely, and effectively in the face of 
expected or unexpected disruptions. 

Network resilience Business resilience networkingvs.

* International Telecommunication Union, “Requirements for Network Resilience and Recovery.”

https://www.thebci.org/uploads/assets/80883ebb-57ae-428b-bd7cdf2b5c29939f/BCI-007e-The-Future-of-Business-Continuity-and-ResilienceSpreadsweb.pdf
https://www.itu.int/en/ITU-T/focusgroups/drnrr/Documents/fg-drnrr-tech-rep-2014-6-NRR-requirement.pdf
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Building agility and resilience for workforce, workplace, workload,  
and operations
We’ve chosen to highlight five trends that networking leaders should consider as part of their efforts to support 
their organization’s resiliency plans. They relate to enhancing the resilience of four key spheres: workforce, 
workplace, workload, and IT operations. 

Intelligent Network WorkplaceWorkforce

Operations

Workloads

Business resilience strategy

Networking strategy for business resilience

Extending security to 
a remote workforce

Automating operations
for faster recovery

Facilitating multicloud 
for greater resilience

Enabling safe return to
on-premises workspaces

Leveraging AI-powered network
analytics for smarter insights 

1

Figure 2. Network foundation for workforce, workplace, workload and operational resilience
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As a result, IT is faced with a new set of business requirements:

• Empowering workers to be productive and collaborative from anywhere

• Optimizing IT performance, cost, and security for each worker

• Extending enterprise-class IT operations and governance to the home

But meeting those requirements has its own challenges.  In particular, remote worker security, as well as end-
user behavior, continue to be ongoing concerns and challenges for the majority of IT organizations.

Top 4 IT challenges for enabling remote workers:

65% 52% 43% 35%

Security (65%) End-user 
behavior (52%)

Application
performance (43%)

IT operations 
(35%)2

Workforce – Remote, Secure
Trend #1: Workforce — Extending security to a remote workforce

Most organizations are coming to the realization that new, more flexible approaches to work will become a 
permanent reality for their employees.

Source: Freeform Dynamics, “A New Perspective on the Modern 
Workplace,” report sponsored by Cisco, July 2020

4.7

An average of 4.7 times more 
employees are working from home 
now compared to before the pandemic. 
Many IT teams struggled with scaling 
to cope with the sudden demand.

2 “2020 Cisco Business Resilience Networking Survey”

https://www.cisco.com/c/dam/en/us/solutions/collateral/collaboration/fow-flash-survey.pdf
https://www.cisco.com/c/dam/en/us/solutions/collateral/collaboration/fow-flash-survey.pdf
https://www.cisco.com/c/dam/en/us/solutions/collateral/enterprise-networks/digital-network-architecture/bus-res-nw-survey.pdf
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When using personal devices and connections to access corporate applications and data, remote workers are 
particularly vulnerable to cybersecurity attacks. Many circumvent the VPN and connect directly to services and 
applications in the public cloud, which remains the most difficult environment to defend.3

Network considerations: In enabling secure work-from-home models at scale, IT teams should adopt some or 
all of the following approaches:

• Scale VPNs to protect remote workers: Enterprise VPNs continue to deliver one of the most effective and 
rapid ways to extend enterprise-level control and protection to remote workers.

• Use multifactor authentication (MFA) to protect applications: MFA, which verifies each user’s identity  
before allowing them on the network or access to sensitive applications and data, is critical for protecting  
the organization.

• Deploy a secure access services edge (SASE) to help ensure protection for multicloud access:  
Cloud-based security and SASE help defend against Internet-based threats, regardless of the connection,  
user device, or cloud environment.

Home Network

Centralized
IT Control

Internet

MFA

SASE

SaaS/IaaS/
Data Center

VPN

Intelligent Network

Figure 3. Secure remote workforce with VPN, MFA and SASE

Find out more about connecting and securing your remote workforce

3 Cisco Umbrella, “2019 Cybersecurity Trends.”

https://www.cisco.com/c/en/us/products/security/vpn-endpoint-security-clients/what-is-vpn.html
https://www.cisco.com/c/en/us/products/security/what-is-multi-factor-authentication.html
https://www.cisco.com/c/en/us/products/security/what-is-sase-secure-access-service-edge.html
https://www.cisco.com/c/m/en_us/business-resiliency/secure-remote-workforce.html
https://www.cisco.com/c/m/en_us/business-resiliency/secure-remote-workforce.html
https://learn-umbrella.cisco.com/ebooks/2019-cybersecurity-trends
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Workplace – Safe, Trusted
Trend #2: Workplace — Enabling safe return to on-premises workspaces

While many questions remain, it’s clear that workplaces and workspaces will evolve in the wake of the current 
pandemic. Countless companies are in the process of boosting existing services such as video conferencing and 
location-based Wi-Fi. Others are deploying new services and safeguards, such as physical distance monitoring, 
proximity reporting, increased workplace automation, and even robots that support human productivity and 
communication.

62% 38% 36% 32% 30%

62% are
deploying more
pervasive video
conferencing.

38% are
implementing 
social density

insights to
ensure safe

working
conditions.

36% are
focused on

remote NetOps
and help desk.

32% are
deploying
proximity

reporting to
maintain social

distancing.

30% are
establishing

new workplace
safety measures
such as thermal

cameras,
advanced air
filtration, and 

touchless
elevator
controls.

How networking teams are preparing for a safe return to the workplace

Source: “2020 Cisco Business Resilience Networking Survey”

https://www.cisco.com/c/dam/en/us/solutions/collateral/enterprise-networks/digital-network-architecture/bus-res-nw-survey.pdf
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Network considerations: A modern, agile network is a critical engine that facilitates the safe and seamless 
reintroduction of workers to the premises.

• Stress test the network: In many cases the network has been out of action for a number of weeks.  
Don’t take for granted that it can still deliver the necessary wired and wireless services.

• Automate identity-based secure access: Organizations need the ability to consistently manage, secure, 
and segment user and device onboarding and access to services, whether they’re connecting from on-
premises, home, or public networks.

• Enhance the safety of employees and customers via location-based analytics: Enable workplace 
monitoring, alerts, and insights to help protect the health and safety of employees, partners, guests, and 
customers by leveraging existing Wi-Fi networks.

Find out more about creating a safe workplace environment

https://www.cisco.com/c/en/us/solutions/enterprise-networks/enable-business-continuity-using-your-network.html#~remote-workforce-network-solutions
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Workload – Multicloud
Trend #3: Workload — Facilitating multicloud for greater resilience

IT leaders are using cloud services as a means of improving business resilience in the wake of the global 
pandemic. This includes increased adoption of a multicloud model — distributing applications, workloads, and data 
across on-premises data centers and public cloud providers — to reduce costs, increase flexibility, and protect 
against and spread the risk of catastrophic failures.

IDC, “COVID-19 Impact Survey, Wave 5,” 2020

21% 

21% of organizations are moving 
additional workloads to the public 
cloud due to pandemic-related 
CapEx issues.”

Network considerations: To ensure a consistent experience for users and DevOps teams, organizations  
need a proactive, multicloud networking strategy that aligns the network with cloud, security,  
and IT operations’ priorities.

Successful multicloud networking strategies are based on three main pillars:

• Workload: Adopt a cloud operating model to simplify the policies, security, and management of workloads and 
services across on-premises data centers, multiple disparate clouds, and other computing environments.

• Access: Adopt SD-WAN and SASE approaches to help ensure consistently secure multicloud (including SaaS) 
access for users and devices across corporate and public networks from the campus, branch, or home, or on 
the road.

• Security: Reduce the risk associated with users, devices, and applications distributed across multiple clouds 
and other computing environments.

https://www.cisco.com/c/dam/global/en_sg/assets/pdfs/IDC-COVID-19-Impact-Survey-Highlights.pdf
https://www.cisco.com/c/en/us/solutions/cloud/what-is-cloud-networking.html
https://www.cisco.com/c/en/us/solutions/cloud/what-is-cloud-computing.html
https://www.cisco.com/c/en/us/solutions/enterprise-networks/sd-wan/what-is-sd-wan.html
https://www.cisco.com/c/en/us/products/security/what-is-sase-secure-access-service-edge.html
https://www.cisco.com/c/en/us/products/software/what-is-software-as-a-service-saas.html
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Multicloud Network 
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Figure 4. Multicloud network: workload, access and security

Find out more about building a secure and effective multicloud networking strategy

https://www.cisco.com/c/en/us/solutions/cloud/multicloud-solutions.html
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Operations – Automated
Trend #4: Operations — Automating operations for faster recovery

The explosion in the numbers of dispersed remote workers isn’t the only thing placing an extraordinary strain 
on today’s NetOps teams. The pandemic has also spurred unprecedented levels of steep fluctuations in client 
counts, application traffic patterns, and new use cases such as e-learning, video conferencing, virtual events, 
remote care, process automation, and other network-dependent services.

So it’s no surprise that today, half of network professionals recognize network automation as a critical 
requirement for ensuring continued service and performance during a disruption.

Source: Cisco, 2020 Global Networking Trends Report

Network considerations: NetOps teams can achieve continuous improvement and rapidly respond to growing 
disruptions and threats by taking a step-by-step approach:

• Automate repetitive administrative tasks such as network provisioning, configuration, and image 
management to reduce the administrative burden and improve compliance in each domain.

• Automate network access, onboarding, and segmentation to protect groups of distributed users and things 
and mitigate the spread of cybersecurity attacks.

• Automate network policy within the enterprise data center with application-centric segmentation that 
protects apps and data and follows the workload.

• Automate policy beyond the data center to the cloud with a cloud operating model that delivers consistent 
application policy across on-premises and hybrid cloud environments.

• Automate end-to end multidomain policy-based segmentation to establish a consistent, end-to-end zero-
trust access model from users and things to workloads.

2020 Cisco Business Resilience Networking Survey

50% 

50% prioritize network 
automation for addressing 
disruptions today.

https://www.cisco.com/c/m/en_us/solutions/enterprise-networks/networking-report.html?ccid=cc001244&oid=rpten018612
https://www.cisco.com/c/dam/en/us/solutions/collateral/enterprise-networks/digital-network-architecture/bus-res-nw-survey.pdf


2021 Global Networking Trends Report

14© 2020 Cisco and/or its affiliates. All rights reserved.

Cisco, 2020 Global Networking Trends Report

35% 

35% plan for their networks to be 
intent-based across all domains 
by 2022-up from just 4% in 2019.

Automation

Insights

Campus/Branch
IBN Platform

Data Center/Cloud
IBN Platform

WAN
IBN Platform

Users

Things

Applications and 
data anywhere

Figure 5. Automation and insights from user to workload anywhere

Find out how to automate policy across multiple network domains

https://www.cisco.com/c/m/en_us/solutions/enterprise-networks/networking-report.html?ccid=cc001244&oid=rpten018612
https://www.cisco.com/c/en/us/solutions/intent-based-multidomain-integration.html
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Operations – AI-enabled
Trend #5: Operations – Leveraging AI-powered network analytics for smarter insights

Managing the complexity and scale of modern networks and the resulting deluge of events and issues 
bombarding multiple disparate monitoring platforms can be both overwhelming and ineffective, especially when a 
disruption hits.

*  Based on over 600 enterprise networks. Events include onboarding failures/times, radio throughput, and DHCP response time/failures. 

These event numbers have already been reduced using AI-enabled dynamic baselining.

Clearly NetOps teams need the help of advanced analytics to make smart and timely remediation decisions.

By using AI-enabled network analytics and machine learning techniques, NetOps teams are achieving a much 
more manageable set of issues they can take action on.   

*  Based on over 700 enterprise networks, globally.

Source: Cisco telemetry: Cisco DNA Center, 2020

4400
4,400: Average number of 
wireless-related monthly events 
on an enterprise network.*

Source: Cisco telemetry: Cisco DNA Center, 2020

2.6  
million

At a global level, Cisco AI Network 
Analytics, an application within  
Cisco DNA Center, resolves  
2.6 million monthly “events” into 
15,080 actionable “issues” -  
a reduction of 99.4%.*

https://www.cisco.com/c/en/us/products/cloud-systems-management/dna-center/index.html
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This reduction is allowing the teams to focus all their efforts on the things that really matter and that have the 
potential to cause negative business impact.

And this issue is no longer limited to the enterprise network. Now that the majority of networked transactions 
either emanate from or terminate outside of the traditional enterprise network, NetOps teams need visibility and 
analytics for the public networks they are connected to as well. This is especially important during periods of 
unusual stress, such as the recent pandemic. 

ISP and cloud provider networks experienced sharp increases
in network disruptions in March through June 2020.

Source  Cisco Telemetry: ThousandEyes, May-June 2020
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Figure 6. Cloud and Internet Service Disruption Increases During Pandemic

Cisco ThousandEyes, “Internet Performance Report: COVID-19 Impact Edition”, 2020

61%

Cisco ThousandEyes identified a  
61% increase in the number of 
network disruptions across ISP 
networks and a 44% increase across 
cloud provider networks between 
February and March 2020. 

https://marketo-web.thousandeyes.com/rs/thousandeyes/images/ThousandEyes-Internet-Performance-2020-Final.pdf


2021 Global Networking Trends Report

17© 2020 Cisco and/or its affiliates. All rights reserved.

Network considerations: To make sense of an event tsunami, NetOps teams should adopt AI-enabled 
network analytics and assurance systems to achieve:

• More accurate detection: Improve the accuracy of automated issue and anomaly detection within and 
across network domains.

• Faster remediation: Correlate events to detect and clearly describe the most likely root cause of issues  
and anomalies.

• Automated policy management: Identify devices, applications, and trends and offer recommended  
policy updates.

• Fewer degradations: Identify patterns and trends and provide contextual insights that accelerate proactive, 
corrective, and preventive action.

• Peer intelligence: Provide intelligence and analytics that help network administrators compare their network 
performance to global, industry, or regional benchmarks.

Find out how you can use AI-enabled insights to better manage your networks:

Network Insights for Data Center

https://www.cisco.com/c/en/us/products/data-center-analytics/network-insights-data-center/index.html
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In conclusion
Conclusion: Improving business resilience with an advanced network platform

Disruptive events will keep challenging us and our networks throughout our careers. It’s time to rethink how your 
network strategy enables your business resilience strategy and prioritize the new network capabilities most 
necessary to stay ahead of the next big thing.

The automation and AI-enabled insights offered by intent-based networks provide a powerful platform to help 
you adapt to any circumstance. They deliver the agility, security, intelligence, and speed required to support 
resilience for:

• Workforce: Empowering workers with secure, enterprise-class performance and access to their applications 
while working from home, the office, and everywhere in between

• Workplace: Enabling employees to return safely to the office with Wi-Fi-enabled monitoring, alerts, and insights

• Workload: Facilitating multicloud resilience models and protecting data and applications wherever the 
workloads reside across public clouds, and on-premises data centers

• Operations: Automating end-to-end network policies and segmentation and simplifying administrative tasks 
while improving visibility, reducing alerts, and enabling faster remediation

In this next normal, it’s all about having a network that can adapt to support whatever the future brings. As you 
think about your business resilience strategy, consider how your network can be a key enabler of that strategy.  

For more information about business resiliency

© 2020 Cisco and/or its affiliates. All rights reserved. Cisco and the Cisco logo are trademarks or registered trademarks of Cisco and/or its affiliates in the U.S. and other countries. To 
view a list of Cisco trademarks, go to this URL: https://www.cisco.com/go/trademarks. Third-party trademarks mentioned are the property of their respective owners. The use of the word 
partner does not imply a partnership relationship between Cisco and any other company. (1110R) C96-744303-00 11/20

Additional things you may be interested in

Business resiliency 

Cisco Digital Network Architecture (Cisco DNA)

Webinars 

https://www.cisco.com/c/en/us/solutions/enterprise-networks/enable-business-continuity-using-your-network.html
https://www.cisco.com/go/trademarks
https://www.cisco.com/c/en/us/solutions/enterprise-networks/enable-business-continuity-using-your-network.html
https://www.cisco.com/c/en/us/solutions/enterprise-networks/index.html
https://www.cisco.com/c/en/us/solutions/enterprise-networks/dna-software-series.html
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Introduction

Driven by the digital revolution, the retail 
industry is going through a transformation – 
one that has completely altered the shopping 
experience for the modern consumer. 
According to the third annual Digital 
Consumer Study, almost 50% of consumers 
report having performed shopping-related 
tasks on their mobile phones in the past three 
months. Consumers surveyed say that they 
use digital technology to research, browse 
and purchase, sometimes all on the same 
website. With the advent of e-commerce and 
other retail-friendly technologies, consumer 
demands have shifted towards expedience 
and convenience. In response, retailers have 
implemented new strategies to attract and 
retain the next-generation, omni-channel 
consumer.  

With the rise of influencer marketing, direct-
to-consumer (D2C) marketing, peer-to-peer 
(P2P) marketplaces, re-commerce and more, 
consumer brands must rethink strategies and 
reinvent themselves in order to attract and 
retain the latest generation of consumers. In 
2021, the average consumer will belong to one 
(or more) of four disparate cohorts, each with 
a unique set of traits and demands, moulded 

by evolving social forces and pressures.
Despite the rise of the middle class in markets 
such as China, India, and ASEAN, we enter the 
latter half of 2019 on the back of declining 
GDP growth rates and amid real fears of 
another global recession, fuelled by the raging 
Sino-American trade dispute. We live in a 
time characterised by growing distrust across 
the board - distrust between the electorate 
and the elected, between corporations 
and the public, and - most of all - between 
governments. This growing distrust between 
some of the world’s economic powerhouses is 
a worrying sign for a global economy gripped 
by disruption and rising protectionism. As 
such, companies must - now more than ever 
- continue to innovate in order to engage 
consumers and stimulate growth. 

Looking towards 2021, we see the emergence 
of four distinct types of consumer: the 
Compressionalists, the Kindness Keepers, the 
Market Makers, and the Cyber Cynics. Each of 
these consumer profiles are characterised by 
a unique set of attributes and demands, and 
businesses must evolve to deploy bespoke 
strategies tailored to suit each consumer type. 
At the same time, consumer sentiment can 
be broadly categorised into three categories: 
Pressure, Deep Kindness, and Emboldened. 

Looking towards 2021, we see the 
emergence of four distinct types of 
consumer: the Compressionalists, 
the Kindness Keepers, the Market 
Makers, and the Cyber Cynics.
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Consumers favour clean visuals

and a streamlined, seamless

shopping experience.
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Dictated by consumer demands, businesses 
in 2021 must adapt. 

Consumers, especially in today’s high-
pressure environment, favour clean visuals 
and a streamlined, seamless shopping 
experience. For e-commerce in particular, 
a cluttered user interface (UI) is unlikely to 
improve conversion rates. Less is often more 
– B2C businesses should focus on fewer SKUs 
(stock keeping units) and prioritise quality 
over quantity. In addition, with the rise in 
salience of social issues among the new 
generation, corporate care and a focus on 
values is important in engaging consumers 
in 2021. Greater investment in direct-to-
customer (D2C) strategies will be important. 
The emergence of ‘recommerce’ also means 
that businesses should not neglect aftercare 
market strategies, rent-to-own collections, 
and buyback incentives. Finally, to combat 
cynicism and distrust in the influencer 
economy, brands need to re-assess and alter 
strategies for valuable, authentic partnerships, 
as consumers grow weary of marketing tactics 
that over-utilise influencers and key opinion 
leaders (KOLs).  

Consumer Sentiment: 
Pressure

The advent of social media and the digital 
revolution has given rise to a very modern 
phenomenon – the feeling of overwhelming 
pressure. Encompassing both the economic 
and social spheres, this pressure is 
omnipresent and affects people across the 
demographic spectrum, and has perhaps 
become the latest “great equaliser”. Whether 
it’s work productivity or gaining likes on social 
media, people are feeling immense pressure. 
But at what cost?

Generation Burnout
Despite being stereotyped as lazy and 
narcissistic, Millennials are working longer 
hours than older generations, and for less 
pay. In a survey of 19,000 Millennials across 
25 countries, 73% of Millennials reported 
working more than 40 hours a week. This 
always-on work mentality is resulting in high 
levels of “Millennial burnout” – increased rates 
of depression and anxiety. Indeed, research 
shows that the daily pressures for Millennials 
are considerably higher than for previous 
generations. Malcom Harris, author of Kids 
These Days: Human Capital and the Making of 
Millennials, argues that Millennials are bearing 
the brunt of the economic damage wrought 
by late 20th-century capitalism, leaving 
them in a state of perpetual panic. Harris 

Consumer Trends 2021
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writes, “If generations are characterised by 
crises, then Millennials is the crisis of extreme 
capitalism.” Harris, alongside economists, cites 
the rising divergence between productivity 
and compensation. When Gen Xers reached 
ages 30-34, they saw a 30% income increase 
compared with the generation before, but 
Millennials’ income level at the same age fell 
by 4% in comparison with Gen X. Additionally, 
Millennials’ net worth is only half that of 
which Baby Boomers enjoyed at the same 
age. 

Time Affluence
According to a Harvard Business Review (HBR) 
and Gallup survey, 80% of adult respondents 
felt that they did not have time to do all 
they wanted in a day. Time affluence is at 
record lows globally. Harvard professor Ashley 
Whillans says, “Time poverty exists across all 
economic strata, and its effects are profound. 
Research shows that those who feel time-
poor experience lower levels of happiness and 
higher levels of anxiety, depression, and stress. 
They experience less joy. They laugh less. 
They exercise less and are less healthy. Their 
productivity at work is diminished. They are 
more likely to get divorced.”

Research has also found that time stress has 
a stronger negative effect on happiness than 
unemployment. Time poverty has led to the 
rise of “superhuman syndrome”, a term used 
to describe people trying to stay on top of 
it all. Despite this, they still can’t shake the 
feelings of failure and constant pressure to do 
more. Superhuman syndrome leaves many 
aiming for perfection - an impossible ideal. 
A 27-year long meta-study by psychologists 
Thomas Curran and Andrew Hill found 
that multidimensional perfectionism 
encompasses three levels, and millennials 

tend to suffer from all three. Self-oriented 
perfectionists derive their self-worth from 
achievement – especially relative to others. 
Socially prescribed perfectionists obtain 
their self-worth when others approve of or 
accept them. Other-oriented perfectionists 
feel a sense of self-worth when others respect 
and admire them. The economic and social 
pressures that millennials find themselves 
under often lead them to seek unrealistic and 
unsustainable targets.

Consumer Type: The 
Compressionalists

This consumer type is one starved of time, and 
favours convenience and ease of purchase 
over anything else. Businesses must respond 
accordingly.

Decision dilemma
Pressure, time affluence and an 
overabundance of choice (googling “black 
dress” yields 7.2 trillion results) are creating 
a culture of decision exhaustion. A 2017 
Microsoft ad claimed that the average 
person makes 35,000 decisions a day and 
a Columbia University study found that 
the average American makes 70 conscious 
decisions daily. The research is varied, but all 
estimate daily decision-making is increasing. 
As such, how will companies prepare for a 
high-pressure, lowtime group that craves 
ease of purchase rather than price discounts? 
In short, declutter the digital experience, 
use AI/ML to streamline the shopper journey 
and take a less-is-more approach to product 
offering.

As a backlash to digital distractions taking the 
majority attention share (it takes around 23 
minutes to refocus after a digital distraction), 
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in 2021, the strategic act of non-action will be 
a key tool for The Compressionalists.

Cancellation culture
Ghosting. Bailing. Cancelling. No matter 
the term, social media is largely responsible 
for the growth of cancellation culture. 
Between group chats, online invites and 
DMs, replying with an enthusiastic “yes!” 
is the go-to, default response for many 
millennials. For Compressionalists, this fuels 
superhuman syndrome and drives last minute 
cancellations due to burnout.

“People-pleasers often fall into this category – 
they don’t want to say no to an invitation out 
of fear of disappointing anyone, but end up 
over-stretching themselves and cancelling 
last-minute which leads to an even greater 
disappointment for the bailed upon,” notes 
etiquette expert, William Hanson.

This “cancellation culture” may sound trivial, 
but in fact has long-term, tangible effects 
- even on the economy. For the workplace, 
cancelled meetings impact productivity 
and planning. For the food and beverage 
industry, cancellations hurt revenue, which 
is particularly hard for local establishments 
with tight margins. A 2015 study from online 
reservation company ResDiary found that 
cancelled reservations cost the restaurant 
industry $16 billion globally.

Engagement Strategies: 
The Compressionalists

How do companies prepare for a high-
pressure, low-time group that craves ease of 
purchase rather than price discounts? In short, 
declutter the digital experience, use AI/ML to 
streamline the shopper journey and take a 

less-is-more approach to product offering.

AI assistance
Whether it’s Amazon filing patents to use 
public transportation to deliver goods or 
Starbucks partnering with Uber Eats for 
a 30-minute guaranteed delivery, AI is 
transforming speed-to-delivery. The future 
of retail will focus on leveraging data to 
anticipate and respond with stress-free 
shopping solutions.

CASE STUDIES
For Amazon Echo users that shop with Whole 
Foods, customers have two hours after the 
order has been submitted to add something 
to the shopping cart for same-day delivery. For 
example, shoppers can say “add milk to my 
cart” and Alexa will confirm and ask “anything 
else?” Additionally, based on the customer’s 
order history, Alexa will ask if they’ve forgotten 
to order an item. This service has proved 
valuable to Compressionalists with busy 
schedules that may have overlooked items.
Uber is testing AI to ensure that multi-
transport commuters have a seamless journey. 
Uber has partnered with the city of Denver, 
Colorado, to gives users the ability to track 
real-time public transport information and 
walking directions, taking the stress out of the 
journey.

Clean UI/UX design
A visually overloaded website hurts 
conversion, as confused and frustrated 
shoppers won’t buy. Investing in a decluttered 
UX is as critical to the bottom line as search 
optimisation.

CASE STUDIES
Lululemon reported 48% online growth in 
2018, largely attributed to a website redesign 
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that included decluttering product images 
and faster load times. According to COO 
Stuart Haselden, since the redesign the 
number of customers communicating with 
the brand online has doubled and in Q2 of 
2018 there was 80% growth in the company’s 
email file.

Consumer Sentiment: 
Deep Kindness

Recent years have seen a boom in kindness. 
There are corporate kindness classes, Random 
Acts of Kindness weeks, and shirts with 
kindness slogans abound on the street. Deep 
kindness relies on consistent action and 
challenging our own assumptions.

Intellectual humility
The Information Age isn’t always accurate 

and, as Albert Einstein said, information 
isn’t knowledge. Recent estimates suggest 
less than 60% of web traffic is human, a 
phenomenon exemplified by the emergence 
of “fake news”. In addition, online echo 
chambers on both sides of the political 
spectrum are keeping people insulated from 
differing viewpoints and beliefs. Intellectual 
humility is the recognition that the thing you 
believe in may in fact be wrong. It’s about 
ditching the ego and being actively curious 
about our blind spots. People with intellectual 
humility are better learners, listeners and 
leaders, and this is becoming a desirable job 
skill.

As Amazon CEO Jeff Bezos put it, “the 
smartest people are constantly revising their 
understanding, reconsidering a problem they 
thought they’d already solved. They’re open 
to new points of view, new information, new 
ideas, contradictions and challenges to their 
own way of thinking.”

Consumer Type: Kindness 
Keepers

This consumer type places a premium on 
kindness, values, and social issues. As their 
numbers grow, so will their economic impact 
- and businesses must take heed.

Impact investing
Kindness Keepers will continue to merge 
morals and money, making values-driven 
purchases and investments. A 2019 Lending 
Tree survey found that one-third of Millennials 
and Gen Xers boycotted a company that they 
had previously purchased from and more 
than one-quarter of those age groups are 
actively boycotting a product. In addition, this 
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consumer type prefers to support companies 
that have received impact investments – 
the financial practice that aims to generate 
social and environmental benefits alongside 
financial returns.

This mindset is driving yearly growth: 
between mid-2017 and mid-2018, the impact 
investing market value roughly doubled to 
$228 billion in assets under management. 
ESG (environmental, social and governance) 
investments now represent 25% of all assets 
($22.8 trillion) under management globally.

“Millennials will see $30 trillion in wealth 
under management being transitioned to 
them in the coming years, and they are twice 
as likely as previous generations to invest 
in social impact. So, the change is not just 
societal, but will also be directly financial,” says 
Bastiaan den Braber, venture advisor at LUMO 
Labs.

CASE STUDIES
The Impact Accelerator Program, an 
Australian government initiative, backed Hey 
Startic, a corporate-wear upcycler; the eco-
focused baby clothing platform Minikinizz; 
and Kostoom, an on-demand tailoring service.
Southeast Asia is leading the way in impact 
investing. Patamar Capital and Kinara 
Indonesia are investing in companies that 
aim to tackle a range of workers’ rights and 
environmental challenges. The firms recently 
backed four women-led ethical fashion 
companies in Indonesia through a peer-
selected investment model.

Engagement Strategies: 
Kindness Keepers

Brands should show humility
Brands that admit their faults or past mistakes 
will resonate with Kindness Keepers. A 2018 
study by Accenture found that 48% of US 
consumers who are disappointed by a brand’s 
words or actions on a social issue complain 
about it. People are more forgiving of 
companies when an apology and transparent 
recovery plan is provided. Remember, not 
addressing the problem is no longer a viable 
solution.

CASE STUDIES
In 2018, a chicken shortage meant KFC had 
to temporarily close 900 stores in the UK and 
Ireland. The social media backlash was instant 
and brutal, so the company responded with 
a self-deprecating full-page ad in London’s 
Metro and The Sun newspapers with its 
signature chicken bucket and a re-worked 
logo: “FCK.”

Kindness as a KPI
As mass-mattering overtakes mass-marketing, 
companies need to invest in long-term 
commitments, not one-time donations. 
Regularly communicate with your target 
audiences about the partnership to ensure 
transparency with funds and resources.
Canada Goose launched a programme to 
“showcase Inuit craftsmanship on a global 
scale”, and is donating 100% of the proceeds 
to Inuit communities in Canada. The company 
commissioned 14 seamstresses, representing 
nine communities across the four Inuit 
regions, to create the collection.
Rapper Meek Mill and Puma have created 
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the Clyde Court #Reform. More than just a 
sneaker with a powerful message, both are 
connected to the recently established Reform 
Alliance organisation to improve the US 
criminal justice system. The Reform Alliance 
includes Meek, Puma Basketball creative 
director Jay Z and New England Patriots 
owner Robert Kraft.

Consumer Sentiment: 
Emboldened

Despite the rise of emotional fragility in the 
West, Africa, India and Southeast Asia are 
experiencing a wave of optimism that will 
result in social and political change. Rising 
youth populations in these developing regions 
are responsible for this regional dichotomy, as 
Western populations continue to age.

Demographic polarisation
A key driver for 2021, age disparity is reshaping 
the population pyramid. Globally, 14% of the 
world’s nations have a population in decline 
and by 2050 that figure will rise to a third. In 
China 17% of the population is aged over 60, 
forecasted to rise to more than 30% by 2050. 
In Japan, more than 28% of the population is 
aged 65-plus. In the UK, Australia and most of 
Western Europe, the pattern is the same. This 
scenario is starting to cause intergenerational 
friction as younger people (already financially 
strapped) are faced with picking up long-term 
elderly care costs.

Based on youth population alone, it is likely 
the next generation of leaders, creatives and 
shoppers will come from these regions. More 
than half of India’s population (600m) is 
under 25. By 2050, Africa’s youth population 
will increase by 50%, making it the most 
youth-populated continent.

By 2030, middle income households – those 
earning $10,000 or more per annum – are 
forecast to increase by 51m in Indonesia, 18m 
in Vietnam, 11m in the Philippines and 8m 
in Thailand, according to the Economist’s 
Intelligence Unit. This burgeoning cohort is 
seen as promising, not just because of the 
rising middle class, but because of the steady 
youth population.

Pride and patriotism
“Chinese consumers, especially the younger 
generation, don’t just believe the notion that 
foreign brands are better. Right now, Chinese 
consumers think China is good and ‘made 
in China’ is not bad at all,” says Charlie Chen, 
director of consumer research, Credit Suisse.
The influence and power of Chinese brands 
are rising globally. According to a 2018 report 
by Kantar, China’s Top 100 Total Value brands 
increased sales 23% y-o-y. The biggest spike 
is in overseas revenue. Lenovo reporting 72% 
of its earnings were from outside China in 
2018. As more Chinese youth see Made in 
China as a badge of honour, the international 
market share will see declines. This is a wider 
trend: Indian, African and Brazilian youth no 
longer look to the West for inspiration or idols. 
They look to their smartphones for local peer 
influencers and ‘home-grown’ entertainment.

Act now or pay later
“Adults keep saying we owe it to the young 
people, to give them hope. But I don’t want 
your hope. I don’t want you to be hopeful. I 
want you to panic. I want you to feel the fear 
I feel every day. I want you to act,” 16-year-old 
Greta Thunberg told a packed audience at 
the 2019 World Economic Forum
.
Thunberg inspired multiple youth-led rallies 
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across Europe demanding action on climate 
change. With eco-anxiety (chronic concern 
over environmental issues) slowly rising, 
companies need to put sustainability at the 
forefront or risk losing future consumers.
This is not just a Western sentiment – 82% 
of Southeast Asian Gen Z claim they prefer 
products from sustainable or ethical brands, 
and 58% of Chinese Millennials are willing to 
pay more for ethical brands.

Consumer Type: Market 
Makers

This consumer type values equitable local 
innovation and representation. If they can’t 
find an opportunity, they’ll create it.

Efficiency vs market-creating 
innovations
Market-creating innovations do exactly what 
the term implies: they create new markets. 
For frontier markets, this means serving 
people for whom either no products or 
services existed or the access was limited due 
to price.

For the West, there’s been a decline in 
market-creating innovations. Fearful of 
economic instability, companies are opting 
for efficiency innovations – doing more with 
less resources. With efficiency innovations, 
companies can become more profitable 
and free up cash flow, but they often sell 
to overcrowded markets. This has been 
less of a problem in the developing world, 
where innovation is less hindered. Identified 
in the 2020 macro-trend Empower Up, 
hands-on creativity is rising as underserved 
communities mobilise to design their futures.

Nairobi-based start-up BRCK pointed out 

that the next 800m internet users will come 
from Africa. With free Wi-Fi and tablets, BRCK 
brings rural regions online, empowering 
African youth to use digital tools for creative 
outputs.

In Brazil, social underdogs are becoming 
cultural icons. Jacaré Moda is a modelling 
agency that empowers new voices by casting 
directly from low-income neighbourhoods. 
Meanwhile, non-profit Fa.vela holds the 
Creative Run: the first accelerator helping 
favela-based creatives to grow their ideas into 
businesses.

The Under-served
While emerging countries focus on creating 
new markets, other regions are focused on 
under-served ones, such as minorities and 
people with disabilities (PWD).

Generation M (Muslim Millennials) are slowly 
gaining ground as more modern fashion 
hits the high street. The next industry poised 
for growth is Halal travel. The Mastercard-
CrescentRating Halal Travel Frontier 2019 
reported an uptick for impromptu weekend 
trips for Generation M.

According to the World Health Organization, 
there are an estimated 1.3 billion people with 
disabilities (PWD) who would constitute an 
emerging market the size of China. 
The growing elderly population adds to this 
group daily. Whether it’s assistive products, 
apparel and life necessities, including jobs 
and housing, technology is enabling this 
group to lead better lives. From hi-tech jackets 
built for the mobility impaired to companies 
such as Starbucks opening up cafés for the 
hearing impaired, the innovations to assist 
these shoppers is growing.
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The global elderly and disabled assistive 
devices market is expected to surpass $26 
billion by 2024, with care robots, wearables 
and adaptive fabrics leading the way.

Engagement Strategies: 
Market Makers

The Reverse supply chain
The reverse supply chain, also known as re-
commerce, exemplifies the growing trend 
toward transforming consumption through 
reuse. Its central premise is deceptively 
simple: one person’s trash can be another 
person’s treasure. At its most basic, this can be 
as mundane as selling gently used items to 
people who want them. Re-commerce is the 

business of this new approach, and it turns 
consumerism on its head while creating new 
markets and driving sustainable consumption.

Re-commerce retailers like Momox, ReBuy, 
and Quoka.de are the biggest drivers of the 
industry. Momox, which resells books, console 
games, CDs, and DVDs, has recorded double-
digit growth every year, for seven consecutive 
years, earning €150 million in 2016 alone. The 
global market for refurbished smartphones 
grew 13% in 2017, reaching close to 140 
million units. This was in contrast with the 
global new smartphone market that grew a 
scant 3% last year. 

Consumer Type: Cyber 
Cynics

This consumer type is cynical of technology 
and suspicious of big data and tech 
companies - and for good reason. Trust has 
been eroded, and businesses must be able 
to reassure this group of consumers that they 
can be trusted.

Surveillance capitalism
Security expert Bruce Schneier wrote that 
“surveillance is the business model of the 
internet”. People seemed OK with this when 
the B2C data exchange was an email address 
or referring a friend for a discount code. But 
now, as increasingly huge data breaches 
make headlines, consumers have a better 
understanding of the true cost of the data 
exchange and a new term has emerged to 
describe the market.

Surveillance capitalism works by providing 
free services that people willingly use, 
enabling the service providers to track and 
monitor the behavioural attributes of the 
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users. The monitoring is often done without 
consent, and as the Internet of Everything 
(IoE) grows more sophisticated, surveillance 
capitalism has evolved beyond social media 
platforms to product devices.

Many businesses can afford to sell consumer 
products at low prices, only because the 
real value lies beyond the purchase, in a 
phenomenon known as post-purchase 
monetisation.

Post-purchase monetisation
Smart TVs are a prime example of post-
purchase monetisation. Some consumer 
electronic companies sell the TVs for a 
fraction of the costs. The real value is the 
constant data stream collected from the 
TV that is sold to third parties. The data 
includes the types of shows a viewer watches, 
approximate location and viewing times, and 
ads that are watched or skipped. It’s a data 
goldmine – but this may soon change.
A 2019 global survey from IBM found that 
75% of consumers will not buy a product 
from a company (no matter how great the 
product is) if they don’t trust the company to 
protect their data.

Data disbelievers
Cyber Cynics and companies are increasingly 
aware of data inaccuracies. For example, a 
customer is shopping for gifts and the next 
time they visit the retailer’s site they only see 
similar products to the search. Useful data is 
problematically rare.

Data aggregation is more complex than 
taking point-of-sale or online customer 
habits and dumping them into a database in 
hopes of gaining “deep insights”. Ultimately, 
meaningful data - and thus, actionable 

intelligence - is more valuable than 
comprehensive data.
Influencers losing influence (and trust)

Data distrust causes distrust of influencers, 
particularly with late Millennials and Gen 
X. Between bought engagement and 
fake accounts (a recent New York Times 
investigation reported 15% of Twitter users 
are bots and up to 60m Facebook accounts 
are automated or bots), more people and 
companies want regulation of the influencer 
economy. Despite this, the Association of 
National Advertisers’ 2018 annual report found 
that “75% of marketers currently work with 
influencers and of that 43% plan to increase 
spending in the next year”.

Yet the same report found that only 36% of 
companies judged their influencer marketing 
efforts as effective, and 19% admitted they 
thought that the money spent was ineffective.
Companies are taking a stand: Unilever’s 
chief marketing officer, Keith Weed, 
called for “urgent action” to clean up the 
influencer marketing ecosystem, and Kellog’s 
announced they are no longer paying 
influencers based on reach due to fraudulent 
and dishonest activities.

Joseph Harper, social media lead at Kellogg’s, 
said at the Digiday summit, “One agency we 
work with said a campaign was a success... 
but when we dug deeper into the report, 
we realised that the influencers we’d paid 
had just gone to a WhatsApp group of other 
influencers and asked them to make all of 
those comments.”
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Engagement Strategies: 
Cyber Cynics

How do companies prepare for a cohort that 
will choose data ethics over brand loyalty and 
price? Access and accountability.

Datanomics
The realisation that the digital data we create 
is a commodity to be bought and sold will 
drive the growth of data as currency. There 
is a growing public debate around how 
individuals should be compensated for the 
use of personal data. In May 2018, Dutch 
activists founded the Datavakbond, a data 
labour union, whose collective aims include 
seeking payment for commercial use of 
personal data.

Brands and retailers aiming for hyper-
transparent transactions should create reward 
systems for trading data or partner with 
established programmes.

CASE STUDIES
Wibson is a start-up that purchases user data 
in exchange for points that are redeemable 
for Spotify Premium accounts, Visa gift cards 
and Uber credits.

Users of the Sweatcoin app collect one 
“sweatcoin” for every 1,000 steps they take 
and can redeem tokens against a changing 
range of incentives.

Killi takes it even further, offering consumers 
cash for sharing their data, location or 
providing insight about what ads they’d like to 
see. Even more money is on the table if users 
scan the back of their driver’s license with a 
smartphone or give more personal details. 

According to the company, participating 
brands include McDonald’s, GM, Danone and 
Staples.

New value exchange
For companies where paid data 
compensation isn’t an option, be transparent 
and highlight the value exchange whether 
it’s a service, convenience or reward. For 
example, people who share their data with 
a health app are less cynical because the 
value exchange is keeping them healthy. 
Consumers understand that there will be 
some degree of commodification of data, but 
are generally willing to trade data - at least 
some - for service and convenience.

Post-truth to post-trust 
For Cyber Cynics, the term “vanity metrics” 
is likely met with eye-rolIs. Identified in the 
Social Media Drivers 2019 report, consumers 
are growing more sceptical about the 
platforms and influencers pushing products. 
As fake sponsored ads continue to rise, brands 
must prioritise transparency and build a 
forum for closed, secure engagement.

CASE STUDIES
RŪH is a women’s label that “champions 
a private sense of identity in a time of 
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overexposure”. Audiences must request access 
to the brand’s (“private”) Instagram.
Starface is a pimple-positive beauty account 
that focuses on creating empowering content 
for its closed community of followers.
Conde Nast Traveler’s Women Who Travel is a 
closed Facebook group for female travellers 
that boasts 126k engaged members.

The face of AI
As industries continue to automate, the 
human element is critical for this cohort. 
There is no denying that data is being 
collected and exchanged. A recent survey by 
Emarys found more than four in five (82%) are 
now aware of the use of AI in their shopping 
experience. However, human interaction 
lessens the “Big Brother” paranoia. Companies 
need to offset the data exchange with a 
human one.

CASE STUDIES
San Francisco-based online grocer Farmstead 
uses AI to determine demand to avoid 
overstocks, which reduces local food waste 
and saves time and fuel on delivery routes. 
As Farmstead works with local farmers and 
grocers, they’ve kept the model open to 
talk and exchange with the local farming 
community.

TD Ameritrade mixes real investment agents 
with a bot named Alvi, who is incredibly 
human-like. AI-powered Alvi asks them 
personality-minded questions, like “if you 
could write a letter to your 17-year-old self, 
what would you say?” Both agent and Alvi 
work together to provide tailored, investment-
based information.

Conclusion

Ultimately, consumers have had their say, and 
the message is clear – the future consumer 
is willing to pay a premium for convenience, 
authenticity, and ethically sourced or 
produced goods. Companies will do well to 
embrace a values-based approach to their 
marketing strategies, as today’s young, socially 
progressive consumers have shown little 
hesitation in boycotting brands that they 
perceive to be ethically questionable. At the 
same time, brands must re-evaluate their use 
of influencers and KOLs in marketing, as it 
becomes increasingly difficult to stand out 
from the competition on hyper-saturated 
social media platforms such as Instagram. 
Authenticity, in particular, is proving hard to 
come by. A major theme emerging in these 
trends is the need for brands to “keep it real.” 
Retailers need a deep understanding of their 
customers, not just as consumers to extract 
more money from, but people with a diversity 
of needs that cuts across all aspects of their 
lives. In 2021, retailers will, above all, need to 
be authentic, be real, and be human - even 
as techno-powered consumers force them to 
turn increasingly digital. Businesses will need 
to retain the human connection – even in the 
face of rising digital disruption – in order to 
prosper in the evolving consumer landscape.

IDEA communication Pte Ltd is a Singapore-based 
multi-disciplinary consulting firm bridging tech, media, 
creativity, journalism and business values to maximise 
the commercial value for the many brands.

Helena Ma
helena.ma@ideacommunication.co
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Thank God that’s over.
2020 was tough for a lot of brands. Maybe you didn’t have it as tough 

as a company called Contagious, whose mascot was someone wearing
a hazmat suit, and whose tagline was ‘Have you got it yet?’... but tough,
all the same.

In retrospect, it’s possible to look at Parasite winning the Best Picture 
award at the Oscars in February as something of a warning shot. It’s 
director, Bong Joon-ho, has talked about why, despite it being a Korean 
film, people all over the world reacted in the same way. His conclusion
is that, ‘There is no borderline between countries now because we all live 
in the same country. It’s called capitalism.’ It seems very fitting for a film 
about social inequality and wealth disparity to win in 2020, given what 
the rest of the year had in store for us.

During the Covid-19 pandemic, billionaires in the US increased
their total net worth by over $600bn. During the same period,
40 million Americans filed for unemployment, while 700,000 people
in the UK were driven into poverty. This gulf has been a long time
in the making. Over the last 40 years, CEO pay has increased by
1,007.5% while employees’ pay grew just 11.9%, according to the 
Economic Policy Institute.

And although the lockdown spawned plenty of ‘nature is healing’ 
memes, the reality is quite the opposite. In September, the WWF, 
reported that wildlife populations are in ‘catastrophic decline’ and that 
nature is being destroyed by humans at a rate never seen before.

The Doomsday Clock now stands at just 100 seconds to midnight,
20 seconds closer than in 2019, which – let’s remind ourselves – was not 
a brilliant year for the environment. The Bulletin of the Atomic Scientists 

 Welcome   to the



On the social welfare front, we saw McDonald’s offer a million 
free meals to children from low-income families in the UK when the 
government refused to provide them. On the climate front, we saw 
Patagonia encouraging people to vote out climate-denying politicians
by stitching a hidden message into its clothing. 

Again and again, we saw brands stepping up – whether it was as 
activists or just to make hand sanitiser, celebrate health workers, act as 
educators and personal trainers, or to encourage people to stay at home.

Whether you were a retailer struggling to meet overwhelming demand 
or an airline with no people to fly, 2020 was a year that caught a lot 
of companies napping and forced everyone to react. All those good 
intentions that have been on the back burner for too long: what you were 
going to do about diversity, or about your impact on the environment, or 
your working from home policies, or your digital transformation, or your 
online customer experience. The crises of 2020 brought it all to a head 
and asked two sharp questions:

Why do you really exist? And what are you going to do about 
everything that’s going on around you?

Interestingly, these are questions that the world asks of businesses 
every year – it just normally asks them quietly and politely. This year,
it shouted.

The companies and people that knew their purpose answered quickly 
and decisively. But if you were left mumbling ‘I don’t really know’ to both 
those questions then, sure, enjoy the fact that 2020 is finally over. But just 
be prepared with some better answers by the time 2021 gets under way.

Alex Jenkins, Editorial Director

says that we are ‘closer to apocalypse than ever’ before. To be honest, for 
most of the year, it felt like it.

But we also saw some rays of light in changes to the capitalist system 
that directly affect the environment. In February, CNBC’s Mad Money
host, Jim Cramer, told people to ditch their investments in fossil fuels 
saying, ‘The honest truth is I don’t think I can help you make money in 
the oil and gas stocks anymore.’

Whether it was the environment, wealth inequality, race inequality, 
social inequality, health inequality, or gender inequality, 2020 seemed to 
unrelentingly highlight just how broken the system was for many people.

The quote that kept popping into my head throughout the year wasn’t 
from some social activist, but the ancient Greek philosopher, Epicurus.

In the face of constant suffering and needless death, Epicurus enquired 
into the nature of God and is credited with asking: ‘Is he willing to 
prevent evil but not able? Then he is impotent. Is he able but not willing? 
Then he is malevolent.’ It’s a simple but incisive challenge that can be 
applied to both billionaires and brands.

And because malevolent and impotent aren’t the terms you want 
people associating with your brand, it’s unsurprising that we saw so
many brands feel compelled to take a stand across a variety of issues.

Following the protests that spread around the world in the wake of 
George Floyd’s killing, we saw Ben & Jerry’s put out a blunt message
that We Must Dismantle White Supremacy. In June, Reddit co-founder 
Alexis Ohanian stepped down from his position on the board
of the company to create a space for a black board member, stating,
‘I believe resignation can actually be an act of leadership from people
in power right now.’



‘There was one part of the brief that 
was really awesome... It said, “When 
everybody else is bringing the violin, 
we’re going to bring the banjo.”’

Hermeti Balarin, Mother



Y ou can hardly click around an 
advertising publication these 
days without bumping into some 

scoffing thought-leader jabbing a stick at 
brand purpose, imploring advertisers to 
wake up and smell the reality that we exist 
to sell things to people and the sooner we 
can get that through our thick heads the 
better. They typically include a hypotheti-
cal straw man meant to reveal the idiocy 
of the concept: ‘I don’t give a shit what 
my ice cream thinks about racial justice!’

Ben & Jerry’s would like a word. The 
brand (which by the way paced the US 
ice cream sector last year with $681m 
in sales, according to market research 
firm IRI) is firmly rooted and brashly out-
spoken on myriad issues that would get 
the ‘brand purpose’ red stamp from your 
typical armchair analyst. ‘What does ice 
cream have to with structural racism and 
social justice?’ CEO Matthew McCarthy 
asked himself at a forum in 2019. ‘Not a 
lot, except that we care about it and our 
team cares about it.’ Quite frankly, the ice 
cream brand doesn’t really give a shit if 
you think its progressive positioning sells 
more pints or not.

‘To be clear, this isn’t cause-related 
marketing,’ said Chris Miller, Ben & Jerry’s 
activism manager (yes, that’s his title), 
speaking at the University of Vermont in 
2016. ‘Cause-related marketing typically 
starts with the company thinking to them-
selves, “Who are my customers? What 
do they care about? And how do I design 
an emotional way to talk to them about 
that issue?” What we are talking about 
here is something very different [...] It 
starts with – as a business, as employees 
of a company – what are the things we 
care about? What’s the change we seek 
to see in the world? And how can we 
design campaigns that engage fans and 
consumers around that issue?’

Ben & Jerry’s has been following that 
model since its 1978 founding in a reno-
vated gas station in Burlington, Vermont. 
The company preaches ‘linked prosperity’ 
from an economic, social and product 
perspective, for anyone even marginally 
connected to the business – ‘suppliers, 
employees, farmers, franchisees, cus-
tomers and neighbours alike’. In the early 
years the brand put aside 7.5% of pre-tax 
profits annually in a charitable foundation, 

 Brand of the Year: Ben & Jerry’s
2020 was a stress test for brands that claim a purpose beyond profit, and Ben & Jerry’s did not waver, writes Chris Barth

capped executive pay at five times the 
lowest entry level salary, and launched a 
community-based IPO decades before 
BrewDog declared it punk. It has long 
advocated for transparency in ingredi-
ent sourcing and labelling in the food 
industry. It was clamouring for climate 
change awareness well before the topic 
went mainstream. And more recently it 
has been ahead of the CSR zeitgeist as a 
vocal proponent of LGBT equality, prison 
reform, racial justice and refugee rights. 

Unlike what the naysayers may claim, 
these aren’t faddish marketing ploys – they 

are long-term commitments attached to 
action that give Ben & Jerry’s clarity of 
perspective. Never was this clearer than 
June 2020, when a Minneapolis police 
officer killed a black man by kneeling on his 
neck for nine minutes. While other brands, 
already struggling to find their rudder 
amidst the swirling sea of Covid-19, issued 
toothless statements, Ben & Jerry’s pulled 
no punches, saying: ‘We Must Dismantle 
White Supremacy’ and sharing policy rec-
ommendations and tangible ways people 
could take action. In a year that had many 
on the back foot, searching for direction or 
scrambling to institute diversity initiatives, 
an ice cream brand was ready to lead. 

Now, it’s time for others to follow. 
There’s more to marketing than selling 
more things to people, no matter what the 
so-called experts say, and Ben & Jerry’s 
has proven its thesis of linked prosperity. 
As Ben & Jerry’s co-founder Ben Cohen 
put it in 2011: ‘A company can be respon-
sible in terms of the environment, it can 
be proactive in terms of solving problems, 
and it can make money at the same time. 
That’s what we should expect from all cor-
porations.’ Sounds pretty sweet to us. 



I didn’t have a ‘traditional’ journey 
into advertising. I left school without 
qualifications and later attempts at 

college were just as unsuccessful. After 
spending a few years working as a chef 
I returned to college (because the fifth 
time’s a charm) and I stumbled across 
advertising. At first it was just a way to fill 
out my schedule but it quickly replaced 
journalism as the thing I wanted to do. It 
just so happened there was an evening 
portfolio course about to start. I applied, 
got in and 12 weeks later, I had a portfolio 
full of bad print ads, a couple of rough 
sketches for apps and a TV script my 
tutor had told me to ‘burn and forget you 

ever wrote’. But it was enough. I got a 
placement at a small indie shop, worked 
my ass off and somehow made a career 
for myself. 

I was lucky to find a way into the indus-
try that didn’t require putting down a huge 
chunk of money or time. I didn’t have 
either. Just like the thousands of young 
creatives who have been locked out of the 
ad industry because of barriers that we’ve 
constructed, maintained and encouraged. 

The top ad schools in the US can cost 
up to $40,000 for a two-year programme. 
So when even the act of putting a port-
folio together requires those kinds of 
resources and privilege, is it any wonder 

 ‘We Are  
 Missing 
 Out on so  
 Much Talent’
Oriel Davis-Lyons explains how his ONE School is helping
to solve the advertising industry’s diversity problem

our creative departments are so lacking in 
diversity. How many young, talented crea-
tives of colour look at the cost and don’t 
even click ‘Learn More’? 

We are missing out on so much tal-
ent. Talent that is so obviously there. 
It’s on TikTok, creating the dances and 
challenges we spend months trying to 
convince clients to join in on. It’s in bed-
rooms making music that months later 
we’re negotiating rights to use in a spot. 
It’s driving fashion, art and culture. Yet, it 
never seems to find its way into the crea-
tive department. 

That’s why I started ONE School. The 
first online portfolio school for black crea-

tives. I wanted to create an alternative way 
into the industry that isn’t reliant on how 
much you can pay. One that recognises 
raw creative talent first and foremost. 
But ONE School is also an attempt to 
address the imbalance of an industry 
that benefits so much from black culture 
but has so few black people in the room 
when our culture is being discussed. 

We’re just getting started and our first 
graduates will join the industry in February. 
I hope it’s shown that if we in the industry 
apply our creativity to solving our own 
diversity problems, we can make systemic 
change and benefit from the untapped  
talent we’ve overlooked for too long. 



W hen London-based agency 
Uncommon won the B&Q 
account in December last 

year, the 50-year-old DIY and home 
improvement chain had one thing in mind. 
How can B&Q get its mojo back?

With other players eyeing up the home 
improvement space – from plant spe-
cialists like Patch, to incumbents like 
Homebase and Wickes – B&Q was 
struggling to stand out, despite being the 
market leader. Its sales and awareness 
were solid, but brand health measures 
were in decline. 

As a leading DIY retailer, it was impor-
tant for B&Q to dig into the true meaning of 
‘home improvement’, and this shift in think-

ing inspired a more emotional approach. 
In September this year, Uncommon 
launched Build a Life, a nationwide cam-
paign rooted in the belief that anyone can 
change their home to make life better. At 
the heart of the campaign is a film made 
up of real home videos taken by 69 fami-
lies from every city in the UK. Narrated by 
Game of Thrones actor Rory McCann, 
it reminds viewers that ‘you don’t buy a 
life, you build one’, and ends with B&Q’s 
famous tagline, ‘You can do it’.

Shortly after, a series of large-scale 
billboards in major cities appeared around 
the UK; 17 individually designed execu-
tions reflecting key moments and how 
home improvement can shape them, each 

The Strategy 
 Behind B&Q’s Build 
A Life Campaign
Uncommon’s Build a Life campaign for B&Q invigorated 
a functional brand by finding the emotion in DIY. It exemplified 
the progressive and distinctive work that the agency produced 
throughout the year for its clients, and which convinced us 
to name Uncommon as our first Agency of the Year. Here’s 
the strategy behind that campaign

blending B&Q’s classic orange with state-
ments inspired by life at home. Phrases 
like ‘First kiss’, ‘Good tired’ and ‘Disaster 
averted’ are evocative of family life and 
speak to the true impact of the changes 
people make to improve their homes.

To find out more about what inspired 
the change in tone for the DIY retailer, 
and how it came to reflect the mood 
of the UK post-lockdown, we spoke to 
Uncommon’s head of planning, Tobey 
Duncan, who gave us his take on how to 
create emotional ads authentically and 
with relevance.

 What was your initial 
response to the brief?
‘We need to get people feeling differ-
ently about this brand.’ The big leap for 
us and B&Q – and I actually don’t think 
this was a big leap for consumers – was 
just to reconnect B&Q with what home 

improvement and DIY means. The thing 
that was really obvious to us is that all the 
competition talks about this industry as a 
category of chores: you’re fixing broken 
things; your house is against you and your 
house is inadequate. But if you spend any 
time actually talking to people about DIY, 
you find out that it’s not about fixing stuff 
at all. It’s about creating stuff. It’s about 
changing things. We just thought that was 
incredibly powerful and wanted to build 
the brand around that very sentiment.

As the number one DIY retailer, B&Q 
can really stand for the transformational 
power of DIY. This really helped the tone 
of the campaign come to life. We wanted 
Build a Life to tap into the fundamental 
truths about our homes and reflect the 
role B&Q has played in transforming 
the UK’s homes for the past 50 years. It 
would have been easy for that message 
to sound patronising or overstated.



 How did you ensure this 
emotional tone would come 
across as authentic, coming from 
a home improvement retailer?
There was this massive disconnect 
between the way the category would talk 
about DIY, and the way real people would 
talk about it at home. So while it seems 
like a radical departure from the category, 
I think we’ve just moved much closer to 
what consumers view and see. So many 
people in this country have been going 
to B&Q shops and doing their home 
improvement through B&Q. Reconnecting 
the brand with that didn’t seem like a 
massive overreach, and hopefully it hasn’t 
come across as one.

I think if we were making something up 

something a little more remarkable, like 
a short-form documentary for example.

 Was it planning or luck that made 
this campaign chime so well with the 
mood of the UK post-pandemic?
We were concerned talking about 
home, being nostalgic – evoking the past 
might even have been a tricky thing. So, 
it’s lovely that it has felt more relevant 
maybe now as a consequence of that 
stuff. But there’s also some lucky coinci-
dence as well. There were definitely con-
versations about whether the opposite 
might happen – whether home footage 
might be too familiar after Covid-19, or 
whether people wouldn’t want to think 
about the past or home, because we’re in 
a really different relationship with all those 
things at the moment.

 Can you outline the thinking 
behind the media plan?
There’s social and digital running along-
side [the film and outdoor], but for us it 
was really important our film and OOH 
embodied the new purpose boldly. We 
wanted the brand to say its message with 
pride – we didn’t want it hidden on an 
Instagram feed, or drip-fed across media 
over many months. We wanted big defini-
tive launch moments, so massive poster 
sites across the UK and 60-second TV 
spots were the way to go. The idea is that 
this will then be followed by more tar-
geted campaigns this year and next.

– like if we had gone, ‘We want people 
to see DIY like this, we don’t think anyone 
sees it like that at the moment, but we 
want people to start seeing it like that’ 
– that might have been a bit more nerve-
wracking. But given we weren’t making 
something up, that we were just paying 
tribute to the way people saw DIY and 
capturing that truth, I think we just wanted 
to be quite respectful and honest about it.

 
 What inspired you to use 

home videos?
We were super mindful that we were 
going to come out and make a claim 
about people’s lives – it felt right to 
do that in the most authentic manner. 
Capturing real-life moments, and using 

real people’s archive footage to represent 
a genuine portrait of British homes and 
how they have been improved across the 
years felt like the most truthful represen-
tation of our idea. There was a casting 
partner who connected us with a real 
home from every city in the UK. Each fam-
ily would share their film archives of family 
and home life videos. We digitised them 
– and that still exists as a key resource. 
The idea of making our production big-
ger than just a way to generate ads, but 
almost developing an archive which then 
would allow us, throughout the year, to 
create things that could be of real cultural 
interest was something we got excited 
about. The hope is to create more ads out 
of that collection next year, but also make 



 Was there a need to balance 
staying true to B&Q’s iconic assets 
while trying out a different tone?
There were some amazing existing 
assets to play with – the recognisable 
orange brand colour and the line ‘You 
can do it’. We felt that these were 
important to honour and fully embrace 
in the new campaign. ‘You can do it’ 
has never been a more powerful thought. 
The idea that you can build a room, 
a house, a life. We didn’t want to give 
B&Q another end line, we just wanted 
to clarify what we were talking about. 
So, ‘You can do it’ became ‘You can 
create a life and a home and the things 
that you want in this world’.

We were trying to be more loyal to how 
people think about the brand than the 
B&Q ads of the past. I think there is a real 
fondness for B&Q and stitching it into 
a story about the nation and how we see 
ourselves didn’t feel like a massive over-
reach. The brand has maybe oscillated 
a little bit as to what it’s about creatively, 
but within the business, there is a real 
clear sense of direction.

 Were there any specific 
challenges you had to overcome?
Like every other business, B&Q was navi-
gating their way through the lockdown 
restrictions, not knowing whether they 
were going to have increased demand 
or less demand and what staffing chal-
lenges may arise. A lot of our conversa-

tions were dominated by the unknown 
and how best we could launch this cam-
paign in these new times. We were also 
actually a little worried that other brands 
were going to have a similar stylistic 
approach – making work with found foot-
age – due to the lack of shooting oppor-
tunities caused by the initial lockdown 
restriction around production.

 Have you got any sense of 
how people have engaged with 
the campaign?
Not enough to pat ourselves on the 
back yet, but we’ve been really encour-
aged by the response internally at B&Q. 
They are a massive employer and 
they’re really keen to share all this 
stuff and bring every employee on 
the journey. Anecdotally and on Twitter, 
we’ve had some really positive feedback 
from consumers and the industry – 
which is always nice to see so soon 
after a launch.

The thing that really struck me about  
this campaign process is, if you look at 
the advertising around DIY, you get one 
really specific view of it – it’s all about 
chores. But if you speak to people, the 
stuff they are trying to achieve is so much 
more interesting and profound. I was just 
blown away by how personal these stories 
are. When you look at a category that’s 
never really spoken about the power of 
home, but is so connected to it, that was 
a really amazing opportunity for B&Q. 
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‘Brand purpose, easily dismissed
as an abstract concept, has been one
of the most useful strategy tools during 
the crisis. It’s the interface through
which business can help and serve
the public. Brands that know their place 
in the world know how to act. Purpose 
unlocks bold moves.’

Tom Morton, R/GA



I t’s tempting to see 2020 as a story 
of polarisation.  

Yet in many ways it has been a 
story of radical collaboration. Faced with 
unprecedented problems, businesses 
came together as never before.  

As we locked down, we were forced 
to open up to new possibilities. As our 
physical worlds became anxious and 
constrained, virtual experiences were 
charged with emotion. Able to touch 
less, we found ways to feel more.  

Perhaps more than anything, we 
learned that it’s difficult to predict what 
the future holds...

Are we destined for a future where 
avatars roam virtual landscapes, where 
we wear digital make-up and collect 
digital sneakers? Or will we yearn for the 
homespun and the handmade; embrac-
ing cottagecore trends and a circular 
economy?  

The most likely – and interesting – 
answer is both. For every action, there 

will be an equal and opposite reaction. 
Where extraordinary things happen is 
when we resist binary thinking and bring 
those opposites together.  

Remote farms sell their produce over 

live stream and validate it over block-
chain. Fresh creative voices are funded 
using cryptocurrency. The future of work 
is being imagined in the here-and-now 
of gaming as we make real connections 
through virtual personas.

Our Brave New Normal report explores 
five themes that will coexist, combine 
and recombine to shape the future of 
creativity and technology.  

1The Virtual Experience Economy  
Accelerated by the pandemic and 
enabled by 5G, we will see a dra-

matic increase in virtual products and 
experiences. Unrestrained by the physi-
cal space, we will reimagine what a con-
cert, conference, class or even product 
can be. How much would you pay for 
virtual couture?  

2 The Real We  
In parallel, we will see a powerful 
desire for simplicity and authen-

ticity. Front line workers, farmers and 
activists are our new heroes. A new 
commercial model is emerging rooted 
in direct, disintermediated relationships 
between creators and the communities 
they serve.

3 Human Contact-less  
As contactless technologies 
make stores less human, online 

commerce will become more social 
and more personal, powered by next-
generation live-streaming platforms. 

Get ready for a ‘QVC for Generation Z’ 
to reimagine stores as studios and staff 
as entertainers.

4 Me, Myself and AI
Amidst the pandemic, personal 
health data became public prop-

erty. In a future where Alexa can diag-
nose a cold, cars can identify distracted 
drivers and our bank accounts can track 
our carbon footprint, we expect an ongo-
ing tension between privacy, personal 
wellbeing and public interest. 

5 The Urgency of Allyship
Alongside individual wellbeing, as 
social inequalities widened and 

the Black Lives Matter movement gained 
momentum, we saw new-found urgency 
around brands as a force for social 
good. Going forward, we will see brands 
step up as allies in driving structural and 
systemic change.   

As we look to the future, it is only by 
bringing together truly diverse teams and 
talents that we will position ourselves to 
thrive. It is only when we resist polarisa-
tion and bring together craft and code, 
game designers and diversity champi-
ons, virtual reality and emotional impact 
that we will create a truly brave and bril-
liant future.  

 
To read more, download, 
Brave New Normal: dentsu 
creative trends 2021 here.

 Brave New  
 Normal
Five creative experience trends for 2021 and beyond,
by Pats McDonald, chief solutions officer, dentsu creative 

Partner Content /



O ne theory of brand activism 
is that it’s a byproduct of the 
hyperconnected world in 

which we now live.
The internet was more or less built to 

amplify brands and with great power 
comes great responsibility. In this case, 
the responsibility to act as moral arbiters.

Another theory links brand activism 
to failing government. In part because 
brands have been compelled to step 
up and perform their civic duty, but also 
because polarising politics has made 
activists of the masses, and brands hate 
to sit out a trend.

Whatever the reason, brand activism 
is becoming more frequent and more 
intense. But it’s effects are not well 
understood. We looked at the emerging 
body of academic research to see what 
we could learn about if, how and when 
brand activism works.

The value in values
Professors Sourjo Mukherjee and 
Niek Althuizen created five experiements 
to test how people’s attitudes towards 
brands changed after learning their 
stance on issues like immigration, 
abortion and free speech.

The results showed an asymmetric 
effect: when brands took a stand 
that people didn’t like, attitudes 
worsened, but when people agreed 
with a brand’s activist message, their 
attitudes didn’t improve.

It turns out ‘consumers already 
expect the brand to follow what they 
perceive as the “right” moral behaviour’, 
say the researchers.

But the punishment for brands that 
transgressed was real. In the experi-
ments, not only did participants claim 
they liked the offending brands less, 
they refused freebies from them and 

 Divide and  
 Conquer?

declined to post positive news stories 
about the brands on social media in 
return for cash.

The only time this asymmetric dynamic 
changed was when a brand came under 
attack for its stance. In the face of back-
lash, supporters rallied behind the belea-
guered brand. But even then, support 
only rose from non-existent to tepid.

If this was the final word on brand 
activism, you’d have to conclude it was 
a mug’s game.

But it was not the final word. Professor 
Chris Hydock of Georgetown University 
and a team of researchers also looked at 
how activist stances on divisive issues 

Brand activism is becoming more frequent and
more intense. James Swift looks at what the academic 
research has to say about if and how it works

affected which brands people choose. 
Like Mukherjee and Althuizen, Hydock’s 
research revealed brand activism was 
beset by a negativity bias. But it also 
showed that a still-significant number 
of people responded positively when 
brands aligned with their own values, to 
the extent that they were willing to sacri-
fice price and product quality to make 
a purchase that reinforced their identity.

Hydock’s conclusion was that brands 
with smaller market shares can benefit 
from activist marketing, because the pool 
of uncaptured customers who agree with 
its stance is larger than the pool of mis-
aligned existing customers it will lose.IL
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All about alignment
Real-world data on the effects of brand 
activism was provided by Yashoda 
Bhagwat, assistant professor of market-
ing at Texas Christian University, and 
her team, who looked at 293 instances 
of corporate activism from 149 US firms 
between 2011 and 2016.

They measured how corporate politi-
cal advocacy affected brands’ sales and 
share price, and found that, most of the 
time, brands that dabbled in politics suf-
fered negative abnormal stock returns.

But deeper analysis showed that the 
problem was not brand activism per se, 
it was poorly aligned attempts at it.

Investors will get behind brand 
activism when it aligns with the values 
of employees and customers. And 
customers like it, too. In fact, says 
Bhagwat, customers ‘pay attention 
to and make long-lasting purchase 
decisions’ based on a brand’s 
sociopolitical messages.

‘On average, well-aligned activism 
boosts a stock price by approximately 
1% and sales by approximately 10%,’ 
writes Joshua Beck, one of the co-
authors of the study, in an article for 
The Conversation. ‘Misaligned activism 
lowered a stock price by over 2% and 
reduced sales by over 4%.’

There’s no small amount of irony to 
finding that the key to successful brand 
activism – which by definition means 
addressing divisive topics – is alignment. 
But there’s no way around it, either.

Moral cues
The final angle from which to explore 
brand activism is that of the cause itself. 
PhD student Andrew Edelblum showed 
participants in his experiment social 
media posts advocating a divisive cause, 
either from a brand or the proponents 
of the cause itself.

So, one group (hypothetically) might 
see a post from Adidas urging people 
to support Planned Parenthood, while 
another would see a post directly 
from Planned Parenthood. Participants 
were then asked how they’d divide 

a $10 reward between themselves 
and the cause.

The experiment was replicated eight 
times with 1,890 participants, and every 
time the same thing happened. People 
who saw a post from a brand they iden-
tified with gave 30% more than those 
who saw messages from the cause itself. 
Meanwhile, people who saw a message 
from a brand they did not identify with 
gave between 25% and 30% less.

According to Edelblum, his research 
shows ‘brands actually can exert moral 
cues’, but there was a limit to the effect. 

It only worked when people already 
supported the cause being advocated.

The same finding echoes through 
almost all the research we have seen. 
Brand activism, like all advertising, 
appears to be a weak persuasive 
force. But if you understand the 
principles of how it works you can 
still harness it to good effect. Brands 
might not be able to change minds 
but there’s plenty of evidence that they 
can make issues (and people’s thoughts 
on those issues) more salient. And 
maybe that’s enough. 



E arly in the pandemic, Best Buy 
called the coronavirus a ‘rela-
tively short-term disruption that 

does not impact our long-term strategy’.
A few months later, the electronics 

retailer had recorded its busiest 
ever period for ecommerce and 
announced it would adapt its business 
to accommodate shopping behaviours 
that CEO Corie Barry said have 
changed ‘permanently’.  

Ecommerce is expected to grow 
by 20% in the US this year alone, and 
according to IBM’s US Retail Index 
Study the shift from physical to online 
shopping has been accelerated by five 
years as a result of the pandemic.

But while the dramatic shift to 
online shopping has stolen the 
headlines, there’s another disruptive 
force that’s about to change the 
retail landscape.

Mark Zuckerberg predicted in 
2010 that social commerce – which 
he defined as selling through social 
media – would be the next thing to  
‘blow up’. A decade later, only 3% 
of all online sales in the US currently 
come via social, according to 
Bloomberg Business.

Now, thanks to the increase in online 
shopping, shifts in social media 
behaviours, changes in consumer 
preferences and investment from the 
platforms themselves, the scene is 
set for social shopping to fulfil the 
Facebook founder’s expectations.

Functional to fun
Until recently, social shopping meant 
little more than buttons that allow 
people to buy products without leaving 
a social media site or app. Now it’s 
beginning to encompass online 
experiences that facilitate browsing 
and product discovery.

Brands are beginning to combine 
ecommerce with entertainment by offer-
ing interactive browsing experiences, 
from product demos and virtual try-ons 
to live chats and group buying.

The launch of Facebook Shops earlier 
this year – described by the company as 
a ‘place to experience the joy of shop-
ping versus the chore of buying’ – exem-
plifies this change in emphasis.

Going live
China is the world’s largest social 
commerce market and, there, 
live streaming is a popular sales 
strategy that provides an opportunity 
for people to meet up, socialise and 
shop together online. 

For shoppers this interactivity 
turns a transactional process into 
an enjoyable, engaging experience. 
And there’s a benefit for brands, too. 
According to an academic study 
(‘Does a companion always enhance 
the shopping experience?’ by Adilson 
Borges et al) published in the Journal 
of Retailing and Consumer Services in 
2010, people shopping in groups buy 
more and spend more.

 Social  
 Shopping
Online shopping has increased dramatically during 
the coronavirus pandemic, but it’s not the only disruptive 
retail trend in play, says Amelia Markham



Changing the game
But forward-thinking brands aren’t just 
relying on features already offered by 
social networks. In March, Almacenes 
Éxito created a new platform for com-
merce by converting a mobile game 
into an opportunity to sell when it 
hacked the hugely popular Call of 
Duty:Mobile to give players the opportu-
nity to hunt for their own discounts.

While the department store had to 
partner with gamer influencers to pro-
mote its offers in the ad-free app, plat-
forms such as Scuti, which launched 
this year, may be about to (quite literally) 

change the game. The marketplace is 
patent-pending but its tech will allow 
brands to sell and ship directly to video 
game players. 

As shoppers seek new experiences 
we could see shopping – from browsing 
through to checkout – integrated into 
online content from gaming to video to 
streaming platforms. 

Bringing it back
What else does the future hold? 
Again we should look to China and 
the ‘New Retail’ revolution. Brands 
have come full circle, first bringing 

features of the in-store shopping 
experience online, then introducing 
digital functionality into physical retail 
spaces. In other words, while social 
commerce is simulating the in-store 
experience, it is also being used to 
enhance it. For instance, in Burberry’s 
social retail store, which opened in 
Shenzhen, China, this year, shoppers 
can unlock experiences and exclusive 
rewards in the WeChat app by interact-
ing with displays.

But despite this year’s digital 
acceleration, a quarter of shoppers 
still find the experience of buying 

online ‘less satisfying’ than visiting 
a physical store, according to Kantar’s 
Covid-19 Barometer. 

Brands should look to offer multi-
media experiences and real-time buying 
opportunities to meet demand and drive 
adoption. And when in-store shopping 
rebounds (and especially if require-
ments for sanitisation and restrictions on 
socialising, touching and trying on items 
remain) brands should consider ele-
ments of the online experience that can 
be brought into physical retail spaces 
so that shopping – wherever it’s done – 
can stay social. 



T he travel sector is facing chal-
lenges that have never been seen 
before. McKinsey estimates it 

won’t recover to 2019 levels until 2024, 
and that’s bad news. Tourism contributes 
approximately $2.6 trillion to the global 
economy; from restaurant bookings, to 
car hire, to city tours and more, so it is 
crucial to expedite the sector’s recovery. 

Travel Revolution is a point-of-view 
on how brands in the travel sector can 
survive ‘now’ and thrive ‘next’, laying 
out technologies that will help rebuild 
consumer confidence and aid recovery.

Travel Revolution is the result of a 
three-year study surveying over 30,000 
respondents across 13 global markets*, 
21 shopping categories and 65 future 
retail scenarios, to access the opportuni-
ties for AI to evolve commerce for con-
sumers across multiple sectors.

The research tells us that three in five 
respondents already own and use AI 
weekly, and that booking taxis, ordering 
food and booking event tickets are the 
most common uses of ‘voice’.

Looking further, we know that most 
visual searches are around travel touch-
points. For example, potential holiday-

Travel  
 Revolution

OMD has released a 
research report looking 
into the implications and 
opportunities for technology 
to revolutionise travel

Partner Content /



makers looking for suggestions on where 
to vacation by searching an image of 
their perfect getaway. We also know that 
right now, interest in travel is fluctuating. 
In the summer we saw visits to travel 
websites in Germany exceed pre-Covid 
levels by 10%, with visits to booking.com 
exceeding pre-lockdown levels by 50%. 
However, in the US, where travel restric-
tions are more severe and consumers 
are more cautious, visits to travel sites 
are still down by 30%.

Travel Revolution acts upon these data 
signals to map consumer touchpoints 
against technology which will build trust, 
drive consumer confidence, and get 
vacationers travelling again. Here are five 
things that will drive growth.

1 Leveraging consumer data 
signals to lead with empathy
Travel brands aren’t talking to the 

same people that they were pre-Covid 
– both literally and figuratively. It’s time 
to reassess audiences to ensure you are 
addressing them with the right messag-
ing at the right time and in the right way. 
If your audience cluster is nervous about 
travelling, you should be addressing their 
fears with realistic options and tangible 
solutions, not pushing ads for tourist hot-
spots they’re too nervous to consider.

2 Enabling contactless travel
Travellers want to feel safe. The 
less interaction they have with 

people who aren’t in their immediate cir-

cle, the more comfortable they may feel. 
Add in contactless touchpoints – like 
room keys sent to smart devices, avatars 
greeting guests at hotels – and they’ll 
feel more at ease. 

3 Leaning into personalised, 
frictionless travel planning
Travel sites and travel 

aggregators already use a range 
of data to recommend travel solutions, 
but as AI’s sophistication increases 
exponentially, travel purveyors are 
set to become more effective in their 
customisation. The reason is twofold. 
First, the exponential increase in 
the amount of data humans are gen-
erating on a second-by-second basis. 
Second, the maturation of AI algorithms 
and their ability to process that data.

4 Augmenting your travel reality
Automate and improve your 
collateral and assets using 

AI-driven tools. Are your banners 
voice-interactive? Can your product 
be illustrated and demonstrated beyond 
the image?

Perfect your operations: AI is less of a 
channel and more of a gateway into an 
existing experience. The quality of the 
‘destination’ rather than the ‘route’ should 
draw the focus, so ask more questions 
about what lies behind and beyond the 
AI. Do your back-end operations work as 
they should? AI works as an augmenta-
tion, not a sticking plaster.

5 Being the picture that’s worth 
a thousand searches    
What if instead of keyword 

research, you did ‘key image research’? 
What would your demo post images 
of? A picture of a Strawberry Daiquiri 
on a beach? Our understanding of con-
sumer behaviour is about to become 
more and more sophisticated. Travel 
companies should ensure their own 
imagery and visual assets are polished, 
accurate and capable of being found 
by computer vision.

Two out of five respondents in our 
research said they’d be open to using 
image search to help book travel. EasyJet 
recently launched a feature designed to 
make ‘your Instagram travel inspiration a 
reality’, using a function within the easyJet 
app, Look & Book, to allow customers 
to upload an image, find out where the 
image was taken, and the availability of 
flights to that very destination. 

Jean-Paul Edwards, chief product 
development officer at OMD EMEA: 
‘Based on our research, we’re able 
to see holidaymakers are somewhat 
advanced when it comes to tech, with 
high adoption rates for visual search 
and voice. A good portion of people 
already use voice to book basic trans-
port, such as getting a taxi to the airport. 
Travel consumers are also quite open 
to receiving holiday recommendations 
and inspiration with 37% saying they 
would be open to using Image Search 
to book travel. These are quite basic 

interactions but, over time, reinforc-
ing and expanding positive interactions 
could build trust and habituation, leading 
to a complete revolution in the way travel 
is planned, booked and experienced.’

Phil Rowley, futures director at OMD 
UK, adds: ‘The innovations and transfor-
mation you will read about in the report, 
may seem distant, possibly far-fetched, 
but we predict they will arrive soon in 
some form or another. Like micro-evo-
lution, you cannot view innovation close 
up; rather it can only be detected over 
time; an accretion of marginal gains and 
improvements. For every iPhone, there 
was a Palm Pilot. For every Tesla, there 
was a DeLorean. To steer that perfect 
path, you need to establish a guidance 
system. That means frameworks and pro-
cesses that are geared to adapting to the 
inevitable change in increments and over 
time.’

The Travel Revolution will guide you on 
assessing consumer need-states, utilis-
ing data and machine learning, personal-
isation, and take you through a roadmap, 
from today and across the next 10 years, 
to ensure brands in the travel sector can 
survive ‘now’ and thrive ‘next’.  

You can download your copy 
of The Travel Revolution here. 

 
* The 13 global markets surveyed were: 
UK, Netherlands, Germany, Belgium, 
Spain, Italy, Sweden, Ireland, Greece, 
USA, Australia, KSA and India.

Partner Content /



responsibility of business... to increase 
its profits’), which has dominated since 
the 1970s.

Extinct thinking
Given the extreme imbalance in society – 
which was exacerbated by the pandemic 
– it’s easy to see why a new model of 
capitalism is attractive. In the US, as 40 
million people filed for unemployment 
this year, the Nasdaq delivered record 
returns for shareholders. And as people 
across the country struggled to provide 
for their families, the wealth of US billion-
aires soared by over $600bn.

In October the UN revealed the world 
had failed to meet a single target of the 
2010 Aichi Biodiversity talks, which were 
put in place to stem the destruction of 
essential habitats. We also learnt that the 
‘Sixth Mass Extinction on Earth’ is now 
accelerating faster than ever. In the next 
20 years, 500 species of land animals 
are expected to disappear in what scien-
tists are describing as a potential tipping 
point for the collapse of civilisation.

The public, too, feel the need for 
change. According to YouGov, only 9% 
of Britons want life to return to ‘normal’ 
after the pandemic. And a survey by 
OnePulse found that only 23% of the UK 
public believe advertisers should con-
tinue encouraging people to consume, 
fly and shop like they did pre-Covid.

Brands have a clear choice: remain on 
the runaway train of rampant capitalism, 
or get off, take stock, and change – fast.  

A t a meeting in June hosted by 
The World Economic Forum, 
some of the globe’s most pow-

erful leaders met to discuss a radical 
new plan: The Great Reset of capitalism. 
The group – which included the chief 
economist of the IMF, the UN Secretary 
General and various multinational CEOs 
– believed the pandemic represented 
a once-in-a-generation opportunity to 
make wholesale changes to business.

Weeks later, US president-elect Joe 
Biden, echoed these sentiments at 
a rally in Delaware. ‘It’s way past time 
we put an end to the era of shareholder 
capitalism: the idea that the only respon-
sibility a company has is with sharehold-
ers,’ he said. ‘That’s simply not true. It’s 
an absolute farce. They have a responsi-
bility to their workers, their community, 
to their country.’

Biden’s remarks capture the nuance 
behind the argument for a Great Reset. 
The world’s leaders aren’t declaring 
capitalism dead; they’re calling for an 
end to Milton Friedman’s vision of capi-
talism (‘there is one and only one social 

 The Great Reset
Economists and captains of industry agree that it’s time for a new kind of capitalism. 
Smart brands are already figuring out what that looks like, says Patrick Jeffrey
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The fairest of them all
Those that want change should heed the 
advice of Kristalina Georgieva, manag-
ing director of the IMF, who called for 
growth that leads to a ‘greener, smarter, 
fairer world in the future’ – something 
that we’ve already seen shrewd brands 
focus on in 2020. 

When it comes to being ‘fairer’, the 
most contagious companies have 
ensured that all stakeholders – employ-
ees, customers and suppliers – have 
been supported through the most dif-
ficult year on record. When Chipotle 
was forced to close its restaurants, the 
burrito chain created a Virtual Farmers 
Market for its suppliers so they could 
trade online during lockdown. Similarly, 
when fashion brands cancelled £2.4bn 
of orders in March, UK fashion app 
Mallzee packaged items that would oth-
erwise have gone to landfill and sold the 
‘Lost Boxes’ to customers for a 50% dis-
count – with proceeds going to support 
overseas workers. 

‘Smarter’ brands have sought to create 
more sustainable ways of doing busi-
ness. Ikea, for example, launched a 2020 
Black Friday initiative with a difference, 
where the retailer offered to purchase 
people’s unwanted Ikea furniture for up 
to 50% of the original sale price. The 
#BuyBackFriday initiative, by Edelman in 
London, reaffirmed the big box retailer’s 
circular ambitions – as did the launch 
of Ikea’s first ever secondhand store, in 
Stockholm, in November. 

Finally, ‘greener’ brands went beyond 
climate pledges by focusing on creating 
immediate impact. Despite losing 70% of 
its revenue during lockdown – which is 
as good an excuse as any to put environ-
mental efforts on hold – BrewDog dou-
bled down on its sustainability efforts. 
In August, the brewer became the first 
carbon negative beer brand, promis-
ing to remove twice as much carbon 
from the atmosphere as it produces. To 
achieve this, the company purchased a 
2,000-acre plot of land in the Scottish 

Highlands, where it plans to plant 1 mil-
lion trees. And it switched to wind power 
(for its breweries) and electric (for its 
fleet of delivery vehicles), among other 
things. ‘Our Carbon. Our Problem,’ said 
BrewDog co-founder James Watt. ‘So, 
we are going to fix it ourselves.’

Restoring balance
If nothing else, the momentum around 
a Great Reset has shone a light on the 
inequalities in business and the damage 
that excess consumerism can wreak 

on the planet. ‘Capitalism has many 
things going for it, but untamed 
capitalism can devastate us,’ behavioural 
economist Dan Ariely told Contagious 
back in January.

But perhaps the talk of a Great Reset 
has also offered the validation that 
brands need to shift to a more balanced, 
considerate and – dare I say it – pur-
poseful way of doing things. Because, for 
all the talk of a fundamental reset, striving 
for a greener, smarter and fairer world 
doesn’t have to be that radical at all. 



T he pandemic forced people to 
retreat from the real world and 
into the digital one, and for many 

brands, the transition from physical-first 
to virtual-only was a sharp shock.

A common response was to take 
an existing business model and ‘get 
it on Zoom’.

As a result, Zoom experienced record 
rises in number of users, from 10 mil-

lion in January to 200 million in March. 
Soon, Zoom had become a social net-
working app, used not just for work but 
also family gatherings, dating, fitness, 
virtual cocktails and trivia, as people and 
brands instinctively tried to replicate nor-
mality with screens.

And in some cases, this transfer 
worked well. For instance, The 
National Theatre At Home initiative, 

which made plays more accessible 
at a time when people were craving 
entertainment. The institution has 
broadcast 16 productions that were 
watched 15 million times by more 
than 9 million households, reaching 
173 countries around the world.  

Similarly, lockdown presented 
Jägermeister with a stark challenge, 
because it is a party drink, and not 

Virtual  Necessity
The pandemic has sped up digital transformation by making  
it a necessity for many brands, argues Becca Peel

something that people would think to sip 
at home alone. Its solution was to bring 
the parties to people’s homes. The brand 
launched Meister Drop-Ins, which ena-
bled people to book DJs, magicians, etc, 
to appear at their Zoom gatherings (paid 
for by Jägermeister).

Screen fatigue and homogeneity  
While the virtual alternatives to 
pre-lockdown activities were welcome, 
there was an element of sameness to 
brands’ responses, which all focused 
on delivering frictionless convenience. 
The best brands and marketers spot-
ted both the threat and the opportunity 
apparent in that.

In 2019, ‘consistency’ was cited as 
the most important factor for differenti-
ated customer experience in Isobar’s 
CX Survey. But in 2020 it was ‘creativ-
ity’. This marks the shift from customer 
experience to creative experience. 
Technology today must help build dif-
ferentiated, brand-building experiences 
as our world moves beyond minimising 
friction to maximising desire.

Jean Lin, Isobar global chairman, rea-
sons: ‘To thrive in this new environment, 
brands must offer seamless alignment 
between belief and behaviour – that 
means making good on their brand val-
ues at every possible touchpoint. It also 
means leveraging the new creative can-
vas created by technologies to design 
experiences that are distinctive, delight-
ful and disarmingly human.’



Level up
The areas that tend to supply the 
most creative responses are those 
hardest hit by the coronavirus, like 
travel and tourism.

Sentosa Development Company 
initially responded to the closure of 
its island resort by making Zoom 
backgrounds.

But the team at BBH Singapore real-
ised this wasn’t hitting the mark. The 
agency reasoned that, because people 
came to Sentosa’s island resort to take 
a break, that’s what the brand should 
continue to provide within the constraints 
of lockdown.

Nintendo’s Animal Crossing: New 
Horizons game, which had exploded in 
popularity amid the pandemic, provided 
the perfect medium, and Sentosa cre-
ated its own in-game island for players  
to explore.

Even companies that were not dis-
rupted by the coronavirus lockdowns 
have shifted their focus to creating 
virtual experiences.

Confectionery brand Milka has suf-
fered no slump in demand during these 
tough times as people seek small indul-
gences to comfort themselves, and it 
has no problem with supply, either,  
since it is sold in stores deemed essen-
tial. Still, the brand quite literally raised 
its game when it launched the Virtual 
Egg Hunt on Fortnite, in a bid to keep 
shared moments alive during a time 
when many people were feeling 

isolated and alone. This type of 
activation is a strong indication that 
it won’t just be the brands that are 
forced to adapt at will. 

Forever or for now? 
While there is hope in sight that 
restrictions will lift once a vaccine 
is rolled out, we’d bet that 2021 
still will not look much like 2019. 
While some things likely will spring 
back (we assume people would much 
rather party together in a bar than 
alone through a screen, for instance) 
not everything will.  

Sascha Kuntze, the chief creative 
officer at BBH Singapore who 
worked on the Sentosa campaign, 
has this advice: ‘Don’t look at what’s 
in front of you right now, think ahead, 
think of the future. Every brand or 
business has started out by facing 
uncertain times. Everyone had a spirit 
of optimism as entrepreneurs and 
they were brave. If you take that spirit 
you had when you started out and 
apply it now, I think you might come 
out of this stronger than when you 
actually went into this.’ 

Brands that figured out why people 
come to them in the first place, the 
value they add to people’s lives 
beyond the product itself, and how 
to communicate and enhance that 
through virtual experiences, will come 
out of this strange and challenging 
year stronger. 



T here probably was a time when 
content would just naturally 
spread on the internet, the 

organic attention would flow and with 
little effort, and just the right style and 
message, brands could reap the rewards. 

Recent years have shown how mis-
construed that idea has become. For a 
campaign to grow organically at scale, 
careful orchestration, insight and an 
understanding of cultural trends is 
required. Several companies have tried 

to align themselves with cultural issues 
and causes, and have faced a back-
lash from some audiences for doing so, 
despite underlying messages of posi-
tivity: Gillette’s ‘We believe’, Maersk’s 
‘All the way’ and Pepsi’s ‘Live for now’ 
are just a few examples of content that 
received a significant level of negative 
organic attention.

Backlash can happen because we 
don’t pay enough attention to whom the 
message affects, who the sender is, and 

especially the cultural frame of refer-
ence in which the ad will be received. To 
combat this, we need to acknowledge 
how incredibly fast the digital landscape 
changes and create something that reso-
nates with our chosen audiences’ state 
of mind here and now. If done correctly, 
it results in incredible staying power and 
brand affinity. 

One example of a controversial cam-
paign that succeeded is Nike’s ‘Dream 
Crazy’ with Colin Kaepernick. Yes, 
there was backlash but it was nothing 
compared to how well it resonated with 
the need for companies to take a stand 
against injustice because it championed 
a cause with which a significant part of 
the global audience were aligned.

Another campaign that shows incred-
ible staying power without being con-
troversial in the usual sense of the word 
is Volvo Trucks’ ‘Epic split’. The ad paid 
homage to the emotional connection 
between drivers and their trucks while 
catering to an internet hungry for the next 
big thrill. To this day, it receives more 

views every time Volvo Trucks releases 
new content. 

There is a growing focus on the KPIs 
that follow these culturally relevant 
campaigns. Companies seek organic 
effects and lasting impact, just as their 
customers expect them to align with their 
values much more. They want to go from 
moment to movement, which lines up 
perfectly with the growing wish from con-
sumers for brands and advertising that 
have relevance and resonating values. 
Paradoxically, spend on push-marketing 
and mass advertising is steadily increas-
ing, which is by-and-large not rewarding 
those KPI’s and wishes effectively.  

It is time to break with old ideas of 
‘going viral’ and pretending it can be 
achieved by chance and spending 
enough money – it requires work and 
skill to understand your audiences and 
create great organic campaigns that will 
resonate positively.  

 
By Troels Ringsted, head of research, 
Amplify 360 by Verizon Media. 

 Going Viral is  
 Dead, Welcome  
 to the Carefully  
 Constructed  
 Movement 
Since the early 2000s, campaigns and marketers have
chased the dream of ‘breaking the internet’, but not
only is 2020 a bad time to talk about virality, it is also
an immeasurable goal and a misunderstood idea

Partner Content /



‘The gyms who think they sell a space to 
work out are currently closed, the ones 
who realised they sell motivation and 
belonging are finding new audiences and 
revenue online, which may help them stay 
afloat. There’s a lesson for us all in there.’

Lucy Jameson, Uncommon London



It’s frustrating seeing only 
a fragment of the whole picture, 
isn’t it? The Most Contagious 
Report is just a teeny tiny portion 
of the knowledge found on 
Contagious I/O, our intelligence 
tool. Don’t you want to see what 
you’re missing?

Book a demo today
sales@contagious.com
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Dove / Courage Is Beautiful 
(Ogilvy, London + Toronto)
Dove’s campaign was of a type that was 
produced in abundance in the early days of the 
pandemic. It struck the same sombre-yet-resilient 
tone that almost every brand used to ease 
themselves back into the public consciousness 
during lockdown. Yet it was still unmistakably 
Dove, and that’s to the brand’s credit.

Dove was one of the first major brands to align 
itself behind a point of view when it launched 
its Real Beauty campaign in 2003. And it has 
stayed true to that purpose ever since. As a result, 
Courage Is Beautiful felt like a natural progression 
(in the extreme circumstances of the pandemic) 
of the brand’s already-established philosophy. 
And the decision to only run the campaign in 
areas where the brand had made substantial 
donations to Covid-relief efforts demonstrated 
that it had kept pace with changing expectations 
of what brand purpose means. That’s the real 
beauty of Dove.

 THE MOST  
 CONTAGIOUS 
 CAMPAIGNS 
 OF THE  YEAR 
 2020 / We sift through tens of thousands 

of campaigns every year. This list 
represents the best of the best: the  
25 campaigns that we’ve judged to  

be the most creative, most effective or 
just the most impossible-to-ignore



Starling Bank / Connected Card
With a mission to provide a more human alternative 
to traditional rivals, mobile-only startup Starling 
was voted Best British Bank three years running. 
Which explains why, when the country’s Covid-19 
lockdown began, and many a marketer pillaged 
stock footage libraries and commissioned calming 
piano versions of rock classics, Starling chose 
practicality over platitudes. To solve a friction-
point for those self-isolating and relying on others 
to fetch their groceries, Starling created the 
Connected Card: a second debit card linked to 
a customer’s personal account. This rapid new 
product had a unique PIN, a spend limit of £200 
and was restricted for use inside physical shops 
only – 18,000 vulnerable people ordered one. 

B&Q / Build a Life 
(Uncommon London)
Alongside video conferencing apps and brands 
of antibacterial gel, this year gave the DIY sector 
its moment in the sun. With people spending 
more time indoors, B&Q’s Build a Life campaign 
couldn’t have been better timed.

In a departure from category norms, the home 
improvement retailer struck a chord with UK 
homeowners through its emotional take on DIY: 
a campaign film featuring real home videos from 
families from every city in the UK highlighted 
the true value of home improvements, while 
a voiceover by Game of Thrones actor Rory 
McCann breathed new life into B&Q’s long-time 
tagline, ‘You can do it’. Then, billboards that 
reflect life moments (and how home improvement 
can shape them) appeared across the UK, made 
unmissable by B&Q’s distinctive orange branding.

The campaign’s nostalgic tone reconnects the 
brand with the home and family life, elevating DIY 
from headache-inducing to life-enhancing.

Ben & Jerry’s / We Must 
Dismantle White Supremacy
If it were just the five words in the headline, 
Ben & Jerry’s post about ending systemic racism 
would still pack a punch. It’s unusually direct, 
eschewing bland messages of solidarity or 
a black tile on Instagram in favour of a more 
radical call to action. 

Then, behind the hard-hitting headline, the 
brand’s statement continues to hit hard, calling 
by name the failures and prejudices that led to 
the police killing of George Floyd on 25 May. 
It also outlines four tangible legislative responses 
to address the issue. Silence is not an option, 
says the brand, and it is using its voice not just 
to say it like it is but to advocate for change. 

Far from bandwagon-jumping or purpose-
retrofitting, social activism has been core to Ben 
& Jerry’s since its foundation, and it continues to 
put real actions behind the issues it cares about. 
That’s what makes this powerful: it gets you in the 
guts, but it has some solid follow through, too.



Nike / You Can’t Stop Us 
(Wieden+Kennedy, Portland)
The third film in Nike’s You Can’t Stop Us 
campaign is so perfectly synchronised, so slick – 
it almost looks effortless. In reality, the 90-second 
video is a painstaking triumph of editing and 
human patience: alongside a production team, 
Wieden+Kennedy, Portland, sifted through 4,000 
hours of footage to find 72 clips that were stitched 
together into 36 split-screen frames. 

Narrated by US soccer player Megan Rapinoe, 
the film features 53 athletes from 24 sports, all 
masterfully blended together (a discus thrower 
merges into a pirouetting ballerina, a tennis serve 
arcs into the swing of a baseball bat). Aesthetics 
aside, the film sensitively tackles the headlines 
of 2020 (cleaners in hazmat suits disinfecting 
stadium seating, teams taking the knee in honour 
of George Floyd) and folds them into its message: 
You Can’t Stop Us. At just shy of 59 million 
views (at the time of writing), this campaign is 
indisputably contagious.

Almacenes Éxito / Most Valuable 
Promo (Sancho BBDO, Bogotá)
Bogotá agency Sancho BBDO had found the 
perfect place for Colombian retailer Almacenes 
Éxito to promote its range of electrical goods 
– inside Call of Duty: Mobile. It was the ideal 
medium to reach the young buyers that Almacenes 
Éxito sought. The only problem was that the game 
didn’t accept advertising.

Undeterred, Sancho BBDO came up with a 
solution. The agency enlisted the three top Call 
of Duty players in Colombia and put a discount 
on their heads. If players managed to kill one of 
the influencers in the game, they won a discount 
on an Almacenes Éxito product. Not only did this 
deceptively simply idea overcome restrictions, it 
did so in a way that did not feel forced or invasive, 
and it drove brand awareness in an uncontested 
space while turning its products into a badge of 
honour – not to mention that sales increased by 
a healthy 7% and an astonishing 78% of coupons 
were redeemed.

Burger King / Moldy Whopper 
(INGO, Stockholm, David Miami 
and Publicis Worldwide)
Burger King’s Moldy Whopper was a kind of 
Rorschach test for industry professionals. What 
they saw reflected how they think advertising 
works. And when the campaign was released 
in February, it triggered some ugly scenes, as 
creatives and strategists sniped at each other 
for worshipping false gods of persuasion. 

The campaign was also a prime example of 
Burger King’s strategy to compete with larger, 
heavy-spending rivals through shock and PR. 
And by all accounts, it did its job.

The Moldy Whopper amassed 8.4 billion 
organic media impressions, and in the US it 
achieved 30% awareness, higher even than 
Burger King’s 2019 Super Bowl spot. It doesn’t 
matter whether you thought the ad was brilliant 
or demented, because you undoubtedly did think 
about it – and that’s the point. There could be 
no list of the best ads of 2020 without it.



Australian Mint / Donation Dollar: 
Give to Help Others 
Nudging came in for some flack this year from 
people who thought it too woolly to tackle a 
problem as serious as the pandemic. But it is still 
held in esteem in at least some high places. The 
Royal Australian Mint, for instance.

The mint’s simple but powerful Donation Dollar 
campaign made its nudge tangible, prompting 
charitable giving with a specially designed AU$1 
coin stamped with the message ‘Donation Dollar: 
Give to help others’. The initiative exemplifies the 
cumulative value of small actions and raises both 
individual and national awareness of the need 
for charitable donations. It went beyond pocket 
change too: with 3.5 million coins minted so far, 
eventually reaching 25 million in total – roughly 
one for every Australian. 

Bodyform / Womb Stories 
(AMV BBDO, London)
Leave it to Bodyform to end the culture of 
silence around women’s reproductive organs. 
In a graduation from the all-singing, all-dancing 
celebration of female anatomy that was 
Viva La Vulva, Bodyform’s Womb Stories 
tackled the stigma surrounding many unspoken 
experiences, such as IVF, miscarriage, 
endometriosis and menopause.

It’s the type of boundary-pushing work we’ve 
come to expect from the feminine hygiene brand, 
but that doesn’t make it any less powerful. From 
the heartbreak of a miscarriage to a woman 
plucking a hair from her nipple, there’s not a whiff 
of euphemism or sugar-coating; as a brand with 
a mission to ‘live fearless’, Bodyform doesn’t have 
time for that. Womb Stories not only pushes the 
conversation forward, it starts new ones. And for 
that, it deserves a spot on the list. 

Coca-Cola / Open Like Never 
Before (72andSunny Amsterdam)
While we saw a wave of supportive, if clichéd, 
messages from brands early on in the pandemic, 
Coca-Cola waited it out, pausing marketing spend 
until the moment was right.  

Its first campaign back from hiatus, created by 
72andSunny and released in August, championed 
community and family, and teased out small take-
aways from the time we spent indoors.   

Even with the slightly shoehorned product 
shots, the film touches a nerve. George Mpanga 
(better known as George The Poet) is a London-
born spoken word artist known for his poetry, 
music and podcast, and his talented contribution 
to the ad is key to its resonance. It helps that 
the ad was strategically released at a time in the 
UK when people were feeling cautiously hopeful 
about returning to normality, and it chimed with 
the mood of the nation. The result was an ad that 
found that tricky sweet spot between reflection 
and optimism.



L’Oréal / At Home with 
Eva Longoria (McCann, 
New York, Paris)
This year has thrown its fair share of shit our way: 
lockdowns, cancelled holidays, deepening climate 
crisis, a global recession – it’s enough to give 
anyone grey hairs. But with hairdressers closed, 
fixing that was tough. That is, until L’Oréal Paris 
enlisted the help of global brand ambassador 
Eva Longoria to give us a demo on how to use its 
Excellence Crème home hair dye.

The 45-year-old actress created a step-by-step 
guide, filmed using Microsoft Teams, on how she 
restores her brown locks. Not only did it show 
the efficacy, convenience and reliability of L’Oréal 
Paris’ arsenal of products, it also allowed the 
brand to connect with its housebound fans in 
a way that felt authentic, honest and empathetic.

Budweiser / Wassup Covid 
Edition (DDB Chicago)
As the coronavirus has forced us apart physically, 
brands have used their advertising to try to show 
people coming together in other ways. Budweiser 
updated its 20-year-old Wassup ad, which 
was created by DDB Chicago, using deep fake 
technology to change the dialogue of the actors 
to show them checking in on one another during 
quarantine. When your messaging centres on 
old friends getting back in touch, why not bring 
back an old familiar friend to deliver it? Just buds 
supporting buds and being together at a distance. 
We’ll drink to that.

Sentosa Development Corp / 
Virtual Sentosa (BBH Singapore)
What wouldn’t you give for a holiday right now? 
Alas, it seems likely that the only trip we’ll be 
taking anytime soon is into the adjacent room. 
For those of you looking for a bit of escapism in 
2020, Sentosa Development Corporation and 
BBH Singapore found a solution: Virtual Sentosa 
– a replica of the luxury getaway Sentosa island 
hidden within Animal Crossing: New Horizons.

Virtual Sentosa has hosted an eighth birthday 
party, weddings, press conferences where 
journalists could be virtually wined and dined, 
and even influencers shooting content for their 
social channels, and it has evolved from 
a branded activation to legitimate virtual 
destination topping the must-see list.



Inspired by Iceland / Looks Like 
You Need To Let It Out (M&C 
Saatchi Group, London, New York)
Non stop Zoom calls. Hearing the phrase ‘the 
new normal’ 50 times a week. Your facemask 
incessantly steaming up your glasses. These are 
just some of the things that have made people 
want to scream this year.

Inspired By Iceland found a way to let people 
vent their rage while also promoting the country 
as a holiday destination.

The tourism board created a website where 
people could record their screams and then 
release them (via speakers placed throughout 
the country) into Iceland’s beautiful echoing 
landscape. More than 20,000 people participated 
in the campaign, which gave people a reason to 
think about Iceland as a holiday destination just 
as the first lockdown began to ease. Now that’s 
something worth shouting about.

Carlsberg / Adopt A Keg 
(Grey Europe)
Pouring one out for the boys took on a whole 
new meaning this year as reports surfaced of 
bartenders pouring expired golden ales, pilsners 
and India pale ales down the drains of pub back 
alleys. Danish beer brand Carlsberg came up 
with a way to soften the blow for both the 
struggling on-trade businesses and drinkers 
who missed their local.

The Adopt a Keg campaign asked Danes to 
scan their bottles or cans of Carlsberg to fill 
up a virtual keg on the brand’s website. Once 
four beers had been scanned, the keg could be 
redeemed for two pints in any of the 600 bars and 
restaurants that had signed up to participate in 
the campaign, once they were allowed to reopen. 
By June, 10,000 virtual kegs had been filled.

Planters / Baby Nut 
(VaynerMedia, New York) 
Kraft-Heinz’s Planters earned over 11.4 billion 
media impressions by killing off its 104-year-old 
mascot, Mr Peanut, in a car crash two weeks 
before the 2020 Super Bowl, only to then 
somewhat bizarrely reincarnate him as a baby nut.

Created by VaynerMedia in New York, the 
campaign featured a video of Mr Peanut with 
actors Matt Walsh and Wesley Snipes driving 
along a cliff edge. Suddenly, swerving off the road 
to avoid an armadillo, the three are sent flying 
out of the car and end up clinging onto a tree 
branch. Mr Peanut then plunges into the ravine, 
giving up his life in order to save his friends. Mr 
Peanut’s funeral was aired during the Super Bowl 
before showing him reincarnated as a character 
named Baby Nut. This nutty campaign was the 
the number one trending topic on Twitter and 
received over 934,000 mentions on the platform.



LifeStyles / Publicly Traded 
(FCB/SIX, New York)
Sexual health and the stock exchange make 
strange bedfellows. But to get young men to 
invest in safe sex, wellness brand LifeStyles 
launched an online index that used Google data 
to track real-time STI transmission rates. As the 
STI Index went up (whenever people searched for 
anything STI-related), LifeStyles would lower the 
price of its condoms in response. The higher the 
rate of transmission, the cheaper the condoms.

Designed to resemble the stock market, the 
Publicly Traded platform was promoted through 
IPO-themed ads on social media and financial 
websites that urged people to ‘Minimize Risk. 
Maximize Pleasure’. FCB/SIX New York’s 
campaign successfully deployed this monetary 
metaphor to convey the urgency of risks around 
STIs. It also inspired Australian men to nurture 
their sexual wellbeing the same way they’d nurture 
their portfolio.

Dettol / #HandWashChallenge
It isn’t often that a public-health campaign goes 
viral, but disinfectant brand Dettol broke records 
in India with its #HandWashChallenge on TikTok.

Dettol created the campaign to encourage 
thorough hygiene amid the pandemic by creating 
a dance routine that mimicked the process of 
effective handwashing.

After roping in some of India’s biggest TikTok’s 
influencers to get some momentum behind the 
campaign, hundreds of thousands of videos were 
created, generating a whopping 125.2 billion 
views, according to the brand’s TikTok page. 
Dettol brilliantly and quickly reacted during the 
pandemic’s early stages, managing to propel itself 
into the limelight when hand washing was top of 
people’s minds. 

ASB / Borrow the All Blacks 
(WiTH Collective, Auckland)
We’re used to seeing international sports stars 
feature in ads for multinational fashion and finance 
brands, but a local pizza place? Not so much.

But with the economy faltering as a result of 
the Covid-19 pandemic, New Zealand bank ASB 
wanted to support struggling small businesses. 
The solution? To loan them a rugby team.

The bank, which has sponsored New Zealand 
Rugby since 2015, invited small businesses to 
apply to Borrow the All Blacks (as well as the Black 
Ferns and the Maōri All Blacks). Members of the 
teams would feature in five ads for each of the 
100 successful applicants, which specialised in 
everything from dessert delivery to doggy day care.

As well as showing support for small 
businesses, the initiative raised awareness of the 
bank’s offering. And, as only business customers 
were eligible to apply, it gave that all-important 
incentive to switch accounts. Never forget the all-
important conversion.



McDonald’s / 
The Travis Scott Meal
McDonald’s meal deal promotion with rapper 
Travis Scott was so popular it broke the fast food 
giant’s supply chain – and you have to assume 
that McDonald’s supply chain is not an easy 
thing to break.

Some marketing commentators downplayed 
the campaign, saying it relied heavily on borrowed 
interest and discounts, rather than creativity. 
And maybe they had a point. 

But it’s impossible to ignore the scale of 
McDonald’s success: news about the meal 
made headlines even in countries where the 
offer did not run. When you have one of the most 
recognisable brands in the world and a budget 
larger than the GDP of some small countries, 
everything looks easy. But there’s much to admire 
in McDonald’s masterful grip on the fundamentals 
of effective marketing.

Beats by Dre / You Love Me 
(Translation LLC, New York)
When brands try to speak to hot-button issues 
it can often end in disaster. No doubt these kinds 
of topics are risky places for brands to play. 
That’s why it was all the more impressive when 
Beats by Dre managed to vividly address the 
complexity of systemic racism in its You Love Me 
film in November.

Created by agency Translation LLC, New York, 
the film illustrated the hypocrisy of non-black 
people’s willingness to embrace black culture 
without embracing black individuals. It featured 
a cast of black celebrities asking viewers to 
consider what their love for black culture means 
when black people have to fight for equality every 
day. The film evoked the edgy advertising of 
Beats’ heyday while demonstrating that the brand 
still has a place at the vanguard of culture.

Berocca / Get Supercharged at 
2pm (Carnival, Ho Chi Minh City)
Berocca in Vietnam was the market-leading 
multivitamin, but people only bought the 
product when they felt ill. In a bid to increase 
consumption, the Bayer-owned brand 
reintroduced itself as the solution to the mid-
afternoon slump, in a bid to capture a slice of 
the lucrative energy-drink market.

For its repositioning campaign, Berocca used 
three celebrities to create a music video with 
upbeat dance moves and catchy lyrics, to tell 
people to use Berocca when they felt tired in 
the afternoon. People were then challenged to 
replicate the dance on TikTok. In the wake of the 
campaign, online sales increased by 675% and 
offline sales by 115% compared with the previous 
three months. And by harnessing TikTok’s 
popularity, the brand got people (quite literally) 
singing about its new positioning.



Tesco / No Naughty List 
(BBH, London)
The Christmas brief this year was not an easy 
one to judge. To tug extra hard at the heartstrings 
or provide escape from the gloom with something 
absurd? To be fair, brands found success 
treading both paths. John Lewis, as usual, did 
not disappoint, with a beautifully crafted ode 
to random acts of kindness. And paper towel 
brand Plenty won us over with its excessively 
gross sermon on festive mess.

But for us a strong idea always wins the 
day, and on that criteria, Tesco is our pick of 
the bunch.

The supermarket’s declaration that this year 
there is no naughty list was witty, memorable 
and relatable, and it was firmly anchored to 
a commercial proposition – to treat yourself at 
Tesco. You could quibble about the execution 
if you liked, but if we had to speculate on the 
hardest-working Christmas ad of 2020, this one 
would get our money.

Vote the Assholes Out / 
Patagonia
As media placements go, the reverse side of 
a clothing label inside a pair of shorts is hardly a 
Times Square takeover, but Patagonia’s hidden 
message encouraging people to vote arguably had 
far greater impact. Photos of the tag went viral first 
through shock and intrigue (‘Is it real?’), and then 
through global media coverage, with everyone 
from Vogue to CNN confirming its existence. 
The phrase, coined by Patagonia founder Yvon 
Chouinard, aimed to create a specific action: 
voting climate-change deniers out of office in 
the United States.

When we asked Patagonia’s European 
marketing director, Alex Weller, about whether all 
brands should follow Patagonia’s rabble-rousing 
example, he said, ‘There should be no excuse. 
The reality is that all businesses must work out 
how to prioritise the health of the planet within 
their business model’. Oh, and the shorts with the 
tag sold out, too.

KFC / Finger Lickin’ Good* 
(Mother, London)
KFC knows a thing or two about how to handle 
bad press, and in the UK it found itself on the 
receiving end again as the Covid-19 crisis 
made its TV spot of customers gleefully licking 
their fingers the subject of much outrage. 
Celebrating finger lickin’ could not have been 
more inappropriate. Time to duck and cover? Or 
maybe time to launch the brand’s first ever global 
campaign instead. Yes, that’s more KFC’s style. 
Working with Mother, London, the fast food brand 
tackled the slogan head on with Finger Lickin’ 
Good* (note the asterisk), releasing posters, giant 
billboards and packaging with the tagline blurred 
and pixelated around the world. The brand also 
released a global TV spot on the biggest prime 
time spots declaring, ‘That thing we always say? 
Ignore it, for now,’ before ending with a censored 
version of the tagline. The move whipped up 
headlines around the world, amassing a deluge 
of earned media. 



‘The social impact trend is more than 
cause marketing. It won’t be enough to 
give away some of the profits to charities 
or to ally with good causes. In fact, if 
companies can’t prove their positive 
social impact in their core business, 
then good causes won’t want to be 
associated with them.’

Rosabeth M Kanter, Harvard Business School



 Netflix is YouGov’s 
 Most Improved Brand 
 and Second-Best 
 Brand in the UK After 
 a Year of Restrictions 
 and Lockdowns

is a measure of overall brand health 
calculated by taking the average of 
Impression, Quality, Value, Satisfaction, 
Recommend and Reputation.

In second place, with a score of 
42.2, is Netflix, which has benefited  
from a captive audience this year during 
the coronavirus lockdown and ‘stay 
at home’ order. This is the first time 
Netflix has ranked in the UK top 10, 
although the streaming service has 
placed before in the global rankings.

Visa takes third place with a score 
of 41.8, rising from fifth place in 2019 
with a score increase of 3.5, while 
Marks & Spencer drops from third 
place to fourth (41.8) despite increasing 
its score by 2.9 points.  

Cadbury, which was the fourth most 
improved brand in 2019, has increased 
in brand health enough to take fifth 
place (41.4) after a successful campaign 

encouraging kindness after lockdown. 
Sixth place is taken by Royal Mail (41.2), 
which has increased from seventh 
place last year.

Tough competition
The Swedish retailer Ikea has seen 
the most dramatic change in its ranking, 
falling from second place in 2019 to 
seventh place in 2020. This appears 
to be because other brands have 
significantly improved, rather than 
Ikea’s own failings, as its own score 
increased by 2.2 points to 41.1.  

Eighth, ninth and 10th place are again 
held by Boots (38.3), Cathedral City 
(37.8) and Samsung (37.7) as they were in 
2019. Boots and Samsung both improved 
their scores by 2.8 points while Cathedral 
City’s score grew by 2.4 points. 

 Tech companies dominate the global 
best brand rankings 

YouGov also released this year’s 
annual global best brands ranking 
with Google taking the top spot. Tech 
brands dominate the top of the list 
with the search and advertising giant 
followed by WhatsApp, YouTube, 
Samsung and Amazon.

With Netflix and Facebook in sixth 
 and seventh respectively, the only 
non-tech-related brands in the top 10 
are Singaporean ecommerce platform 
Shopee (eighth), Swedish retailer 
IKEA (ninth) and US sportswear titan 
Nike (10th).

For this year’s global list, YouGov used 

data from 33 markets – data from coun-
tries that cover three sectors or fewer 
were not counted in the top 25. The rank-
ings use the Index score which assesses 
overall brand health. It takes into account 
perceptions of a brand’s reputation and 
whether consumers would recommend 
the brand to others, as well as whether 
it represents good value and quality. 

Best Brands 2020 (UK)

Rank Brand Score
1 John Lewis 42.6

2 Netflix 42.2

3 Visa 41.8

4 Marks & Spencer 41.8

5 Cadbury 41.4

6 Royal Mail 41.2

7 IKEA 41.1

8 Boots 38.4

9 Cathedral City 37.8

10 Samsung 37.7

Best Global Brands 2020

Rank Brand
1 Google

2 WhatsApp

3 YouTube

4 Samsung

5 Amazon

6 Netflix

7 Facebook

8 Shopee

9 IKEA

10 Nike

11 Nivea

12 Toyota

13 Dettol

14 Colgate

15 Lego

16 UNIQLO

17 Tylenol

18 Panasonic

19 PayPal

20 Almarai

21 Decathlon

22 VISA

23 Rossmann

24 Mercedes

25 Adidas

J ohn Lewis tops YouGov’s 2020 
Best Brand Rankings in the UK 
for the fourth year running in the 

UK, despite this year’s global pandemic 
and consequent lockdowns and eco-
nomic downturns. 

The rankings were based on the Index 
score from YouGov BrandIndex, which 

Partner Content /



‘The climate and ecological emergency 
is the new setting for all stories. It has 
arrived already, it’s killing millions on the 
other side of the world. This is the next 
big looming coronavirus-on-meth that 
will change everything in all our lives 
for ever, and yet it’s not the headline of 
every single brief.’

Will Skeaping, Extinction Rebellion
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SURVEY TERM DEFINITIONS
Content Marketing: A strategic marketing 
approach focused on creating and distributing 
valuable, relevant, and consistent content to 
attract and retain a clearly defined audience—and, 
ultimately, to drive profitable customer action.

Success: Achieving your organization’s desired/
targeted results.

CHART TERM DEFINITIONS
All Respondents: B2B content marketers, all 
of whom indicated their organization has used 
content marketing for at least one year.

Most Successful (aka Top Performers) and Least 
Successful: The “most successful” are those who 
characterize their organization’s overall content 
marketing approach as extremely or very successful 
(Top 2). The “least successful” characterize their 
organization’s approach as minimally or not at all 
successful (Bottom 2). See Page 10.
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INTRODUCTION

CONTENT MARKETING
IN A YEAR LIKE NO OTHER
Welcome to the 11th Annual B2B Content 

Marketing Benchmarks, Budgets, and 
Trends report. You may notice this year’s report 
feels different than past years and that’s by 
design. A year like no other required an approach 
like no other.

As in past years, we fielded the survey during the 
summer. We asked many of the same questions as 
last year but added new ones to see how content 
marketers were faring several months into the 
pandemic.

Although the data did not reveal drastic 
reductions in content marketing resources, many 
respondents shared in the fill-in comments their 
challenges of having to do more with less. Others 
shared their concerns about trying to reach 
audiences in an overcrowded virtual world.

Nevertheless, one thing stood out: Content 
marketers are resilient. Most have met the 
challenges of the pandemic head-on: They’re 
adapting quickly—and they believe in the value 
their content provides.

3
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Most Successful All Respondents Least Successful

Has a documented content marketing strategy 60% 43% 21%

Organization’s content marketing is sophisticated/mature 77% 49% 10%

Uses an editorial calendar 80% 70% 50%

Has established an online community 42% 32% 21%

Uses metrics to measure content performance 94% 81% 60%

Strongly/somewhat agrees:

Organization made quick changes due to the pandemic 93% 83% 62%

Organization made effective changes due to the pandemic 94% 80% 51%

Uses content marketing successfully to:

Nurture subscribers/audiences/leads 73% 60% 38%

Generate sales/revenue 64% 51% 41%

Build a subscribed audience 60% 47% 25%

B2B Content Marketing Top Performers At A Glance

TOP PERFORMERS

For many of the questions this year, we did not observe large gaps between all respondents and the 
most successful. Areas where we observed a gap of at least 10 percentage points are shown here.

*Chart term definitions: A top performer (aka “most successful”) is a respondent who characterizes their organization’s overall content marketing approach as extremely or very successful. The “least successful” characterize their organization’s 
approach as minimally or not at all successful.

Base: B2B content marketers.

11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020

http://www.contentmarketinginstitute.com
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PANDEMIC RESPONSE & CONTENT MARKETING SUCCESS

When COVID-19 began to spread, marketers made quick adjustments 
to their content marketing strategy. At the time of the survey, many 

had responded swiftly by changing their messaging strategy and adjusting 
their editorial calendars; however, far fewer had begun to study how the 
pandemic influenced the customer journey—or how it affected personas. 
Even fewer had adjusted their content marketing key performance 
indicators (KPIs) or metrics—important steps for analyzing whether changes 
being made are effective.

Even so, when we asked respondents to look back over the last 12 months 
as a whole, 31% said their organization had been extremely/very successful 
with content marketing. It will be interesting to see how marketers report 
next year on the pandemic’s broader impacts on their success, considering 
we were only four months into a “stay-at-home” world at the time of the 
survey.

“WE ARE CHALLENGED 
WITH KEEPING TRACK 
OF HOW COVID-19 
IMPACTED THE BUYER 
JOURNEY AND HOW 
WE NEED TO CREATE 
CONTENT TO ADDRESS 
THOSE POINTS OF 
FRICTION AND GET 
PEOPLE ACROSS THE 
FINISH LINE.”

Survey Respondent
11th Annual Content
Marketing Survey

6

http://www.contentmarketinginstitute.com
http://marketingprofs.com
http://on24.com


7

79% of B2B marketers reported their organization has a content marketing strategy. Of those, 70% made major  
or moderate adjustments to their strategy due to the pandemic. 22% view those adjustments as short-term and  
66% view them as both short- and long-term.

Percentage of B2B Marketers
With a Content Marketing Strategy

17%

43%

4%

36%

■  Yes, and it is documented
■  Yes, but it is not documented
■  No, but plan to within 12 months
■  No, with no plans

Base: B2B content marketers.

11th Annual Content Marketing Survey:
Content Marketing Institute/MarketingProfs, July 2020

Impact of Pandemic on
B2B Content Marketing Strategy

24%
25%

6%

45%

■  Major
■  Moderate
■  Slight
■  None

Base: B2B content marketers whose organization
has a content marketing strategy.

11th Annual Content Marketing Survey: 
Content Marketing Institute/MarketingProfs, July 2020

Nature of Adjustments Made to
Content Marketing Strategy as a Result of Pandemic

22%

66%

6%

6%

■  Short-term adjustments
■  Long-term adjustments
■  Both short- and long-term adjustments
■  Unsure

Base: B2B content marketers whose organization adjusted
their strategy in response to the pandemic.

11th Annual Content Marketing Survey: 
Content Marketing Institute/MarketingProfs, July 2020

PANDEMIC RESPONSE & CONTENT MARKETING SUCCESS
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PANDEMIC RESPONSE & CONTENT MARKETING SUCCESS

Regarding the speed with which organizations responded to the pandemic, 83% said they made quick changes to 
their content marketing. 80% felt the changes were effective and 86% expected some of the changes to stay in effect 
for the foreseeable future.

Base: B2B content marketers who answered each statement.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020

B2B Marketers’ Opinions About Changes Their Organization
Made to Content Marketing in Response to Pandemic

Our organization made quick changes
due to the pandemic

Our organization made effective changes
due to the pandemic

We expect some of the changes we made to
stay in effect for the foreseeable future

0 20 40 60 80 100

■  Strongly Agree     ■  Somewhat Agree     ■  Neither Agree Nor Disagree
■  Somewhat Disagree     ■  Strongly Disagree

41%

39%

50%

45%

41%

33%

11% 2%

14%

10% 5%

5%

2%

1%

1%

http://www.contentmarketinginstitute.com
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In response to the pandemic, many B2B marketers changed their targeting/messaging strategy, editorial calendar, 
and distribution strategy. Fewer revisited the customer journey and personas, or adjusted their content marketing key 
performance indicators (KPIs) and metrics.

Content Marketing Changes B2B Organizations
Made in Response to the Pandemic

70%

64%

53%

40%

40%

31%

30%

26%

25%

20%

14%

0 20 40 60 80

Changed targeting/messaging strategy

Adjusted editorial calendar

Changed content distribution/promotion strategy

Changed website

Put more resources toward social media/online communities

Reexamined customer journey

Increased time spent talking with customers

Changed our products/services

Revisited customer/buyer personas

Adjusted key performance indicators (KPIs)

Changed content marketing metrics
(e.g., set up new analytics/dashboards)

Base: B2B content marketers whose organization made at least one of the changes shown on the aided list. Multiple responses permitted. Six percent indicated none of the above.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020

PANDEMIC RESPONSE & CONTENT MARKETING SUCCESS
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Four months into the pandemic, 31% of B2B marketers reported their organization was extremely or very successful 
with content marketing in the last 12 months.

PANDEMIC RESPONSE & CONTENT MARKETING SUCCESS

How B2B Marketers Rate Their Organization’s
Overall Level of Content Marketing Success in Last 12 Months

14%

26%

5%
1%

54%

■  Extremely Successful 
■  Very Successful 
■  Moderately Successful
■  Minimally Successful
■  Not At All Successful

Base: B2B content marketers; aided list.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020
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B2B marketers who reported high levels of content marketing success (extremely/very successful) said the top two 
factors contributing to that success were the value their content provides (83%) and website changes (60%).

PANDEMIC RESPONSE & CONTENT MARKETING SUCCESS

Factors B2B Marketers Attribute to Their Organization’s
Content Marketing Success in Last 12 Months

83%

60%

45%

37%

25%

21%

15%

2%

0 20 40 60 80 90

The value our content provides

Website changes (e.g., new content)

Strategy changes

Search rankings

Changing buyer/consumer behaviors
(e.g., more time on internet)

Earned media (e.g., PR mentions, media coverage)

Changing our products/services

Other

Base: B2B content marketers whose organizations were extremely/very successful with content marketing in the last 12 months. Aided list; multiple responses permitted.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020
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PANDEMIC RESPONSE & CONTENT MARKETING SUCCESS

B2B marketers who reported low levels of content marketing success (minimally/not at all successful) said it 
was mostly due to content creation challenges (63%) and strategy issues (51%).

Base: B2B content marketers whose organizations were minimally/not at all successful with content marketing in the last 12 months. Aided list; multiple responses permitted.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020

Factors B2B Marketers Attribute to Their Organization’s Minimal/Lack
of Content Marketing Success in Last 12 Months

63%

51%

33%

33%

26%

26%

14%

0 20 40 60 80

Content creation challenges

Strategy issues

Content distribution challenges

Content measurement challenges

Internal cost-cutting measures

Pandemic-related issues

Other

http://www.contentmarketinginstitute.com
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TEAM STRUCTURE & OUTSOURCING

The majority of respondents reported the size of their content marketing 
team had stayed the same compared with 12 months ago, while another 

one-third said it had increased. Large companies were slightly more likely to 
report a decrease.

In the survey fill-in comments, many reported having more work for the same 
sized team or trying to do more with less due to layoffs and spending freezes. 
As one respondent said, “Bandwidth is a challenge, as is trying to continue to 
grow the content marketing function when hiring has slowed.”

Thirty-two percent of respondents indicated their content marketing team 
ranges in size from two to five employees; however, 35% said they don’t have 
a person dedicated full time to content marketing (not surprisingly, this was 
more prevalent among small companies).

The percentage reporting their organization outsources at least one content 
marketing activity didn’t change much this year. The exception was for large 
companies with 1,000+ employees (71% last year vs. 61% this year).

Those who outsource said their top challenges are finding partners with 
adequate topic expertise (69%), budget issues (51%), and finding partners who 
understand/are able to empathize with their audience (43%).

“OUR COMPANY 
NEEDS MORE 
CONTENT. WE SERVE A 
DEEP NICHE AND FEW 
PEOPLE UNDERSTAND 
OUR INDUSTRY WELL 
ENOUGH TO POP 
IN AND DO SMALL 
PROJECTS FOR US.”

Survey Respondent
11th Annual Content
Marketing Survey
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TEAM STRUCTURE & OUTSOURCING

The majority of respondents (57%) reported the size of their content marketing team was the same as 12 months 
ago and 31% said it had increased. Large companies saw more change overall in the size of their teams, with 38% 
(vs. 31%) reporting an increase and 17% (vs. 12%) reporting a decrease in team size.

All Respondents Small
(1-99 Employees)

Medium
(100-999 Employees)

Large
(1,000+ Employees)

Increased 31% 27% 33% 38%

Stayed the same 57% 66% 52% 45%

Decreased, due to economic impacts of pandemic 6% 3% 6% 11%

Decreased, due to economic impacts of pandemic plus other reasons 2% 2% 3% 3%

Decreased, due to reasons unrelated to pandemic 4% 2% 6% 3%

Base: B2B content marketers.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020

Size of B2B Content Marketing Team Compared With 12 Months Ago

The majority of respondents 
(57%) reported the size of their 
content marketing team was 
the same as 12 months ago and 
31% said it had increased.

The majority of respondents 
(57%) reported the size of their 
content marketing team was 
the same as 12 months ago and 
31% said it had increased.

The majority of respondents 
(57%) reported the size of their 
content marketing team was 
the same as 12 months ago and 
31% said it had increased.

The majority of respondents 
(57%) reported the size of their 
content marketing team was 
the same as 12 months ago and 
31% said it had increased.
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TEAM STRUCTURE & OUTSOURCING

35% of all respondents said their organization doesn’t have a person dedicated to content marketing full time. 
Medium and large companies tend to have bigger teams, often in the two-to-five employee range.

B2B Organizations’ Content Marketing Team Size
(Full Time/Dedicated to Content Marketing)

All Respondents Small
(1-99 Employees)

Medium
(100-999 Employees)

Large
(1,000+ Employees)

11+ 4% 0% 3% 11%

6-10 6% 1% 5% 19%

2-5 32% 22% 43% 40%

1 23% 27% 25% 11%

0 (no one is full time, dedicated) 35% 50% 24% 19%

Base: B2B content marketers.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020
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TEAM STRUCTURE & OUTSOURCING

49% said their organization outsources at least one content marketing activity, with large companies being  
the most likely to outsource.

These percentages are similar to last year, with one notable exception:
   Last year, 71% of respondents from large companies said they outsourced, compared with 61% this year.

Does Your B2B Organization Outsource Any
Content Marketing Activities?

All Respondents Small
(1-99 Employees)

Medium
(100-999 Employees)

Large
(1,000+ Employees)

Yes 49% 37% 60% 61%

No 51% 63% 40% 39%

Base: B2B content marketers.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020
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TEAM STRUCTURE & OUTSOURCING

Among those who outsource, content creation is the activity most outsourced by far. 

Base: B2B content marketers whose organization outsources at least one content marketing activity. Aided list; multiple responses permitted.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020

Content Marketing Activities B2B Organizations Outsource

86%

30%

11%

10%

10%

9%

10%
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Content Distribution
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Other
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TEAM STRUCTURE & OUTSOURCING

The top reported challenge for B2B marketers who outsource is finding partners with adequate topic
expertise (69%).

Top 5 Challenges When Seeking
Outsourced B2B Content Marketing Help

69%

51%

43%

36%

24%

21%

16%

15%

9%

0 20 40 60 80

Finding partners with adequate topic expertise

Budget issues

Finding partners who understand/are able to
empathize with our audience

Lack of clear return on investment (ROI) metrics

Lack of integration with our organization’s process/tools

Finding partners who can provide adequate strategic advice

Finding partners who consistently deliver on time

Lack of comprehensive solutions from one partner

Other

Base: B2B content marketers whose organization outsources at least one content marketing activity. Aided list; up to five responses permitted.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020
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CONTENT CREATION & DISTRIBUTION

We saw an increase in those whose organizations use content creation/
collaboration/workflow technologies (58% this year vs. 48% last 

year)—not surprising in a work-from-home world.

Beyond the broader technologies, we asked marketers what tools they/
their teams use while creating content: keyword research tools (78%) and 
editorial calendars (70%) topped the list. Surprisingly, only 22% indicated 
they use fact-checking procedures/tools, revealing an important step 
missing for those striving to build trust/credibility with their audiences.

Regarding the content types they use, blog posts/short articles topped 
the list. Obviously, marketers reported a decrease in the use of in-person 
events over the last 12 months (42% from 73%), while the use of virtual 
events/webinars/online courses increased to 67% from 57%.

Because online communities present a good way to attract audiences and 
build relationships, a new question on the survey asked marketers if their 
organization had established one: 32% said yes. Among those who have 
not, 27% said they are likely to within the next 12 months, while another 
48% said they are unlikely to.

“WE’VE HAD TO 
EXPAND OUR 
NETWORK VIA 
DIGITAL MARKETING 
STRATEGIES SUCH 
AS WEBINARS AND 
PODCASTS, AS WE 
RELIED MOSTLY ON 
IN-PERSON EVENTS 
AND CONFERENCES 
FOR BRAND 
AWARENESS AND 
NETWORKING.”

Survey Respondent
11th Annual Content
Marketing Survey

(continued on next page)
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CONTENT CREATION & DISTRIBUTION

The top ways marketers distribute content organically are social media 
platforms (89%), email (87%), and their organization’s website/blog (86%). 
And while 54% are speaking/presenting at virtual events, only 38% are 
writing guest posts for other publications (and even fewer are doing 
guest spots, working on media/influencer relations, or participating in 
collaborative social spaces)—perhaps indicating missed opportunities to 
reach broader audiences.

As for paid content distribution, the use of social media advertising/
promoted posts increased to 83% from 60% last year, with low-cost 
opportunities likely being a factor. LinkedIn is the most often used B2B 
social media platform, both for organic and paid distribution.

Respondents rated paid social media advertising as the second highest-
performing paid method they use to distribute content (second to SEM/pay-
per-click). However, more paid content can also present more competition. 
According to one respondent, “Share of attention is harder each day with so 
many companies pushing low-value content through paid channels.”

“CLIENTS ARE 
GETTING BOMBARDED 
WITH ELECTRONIC 
INFORMATION—
ESPECIALLY NOW SINCE 
IN-PERSON MEETINGS 
AND EVENTS ARE ON 
HOLD. HOW DO WE 
CREATE COMPELLING 
CONTENT THAT GETS 
DISTRIBUTED IN A 
WAY THAT STANDS 
OUT FROM THE 
CLUTTER?”

Survey Respondent
11th Annual Content
Marketing Survey

22
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CONTENT CREATION & DISTRIBUTION

The top technologies B2B organizations use to assist with content marketing are analytics tools (88%),  
social media publishing/analytics (81%), and email marketing software (78%).

These percentages are similar to last year, with one notable exception:

    Use of content creation/collaboration/workflow technologies increased to 58% from 48%.

Technologies B2B Organizations Use to
Assist With Content Marketing

88%

81%

78%

58%

56%

53%

39%

24%

20%

2%

0 20 40 60 80 90

Analytics Tools (e.g., web analytics, dashboards)

Social Media Publishing/Analytics

Email Marketing Software

Content Creation/Collaboration/Workflow

Customer Relationship Management (CRM) System

Content Management System (CMS)

Marketing Automation System (MAS)

Content Distribution Platform

Content Performance/Recommendation Analytics

Other

Base: B2B content marketers. Aided list; multiple responses permitted.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020
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CONTENT CREATION & DISTRIBUTION

78% use keyword research tools for search engine optimization (SEO) during the content creation process, 
while only 22% use fact-checking procedures/tools.

Editorial Tools B2B Marketers Use While Creating Content

78%

70%

69%

56%

48%

47%

22%

3%

0 20 40 60 80

Keyword research for search engine optimization (SEO)

Editorial calendar

Shared docs to collect/track ideas (e.g., Google Docs, Excel)

Personas (e.g., buyer, customer, audience)

Writing readability tools (e.g., Grammarly, Hemingway Editor)

Ideation/collaboration/project management platforms

Fact-checking procedures/tools

Other

Base: B2B content marketers. Aided list; multiple responses permitted.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020
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CONTENT CREATION & DISTRIBUTION

Like last year, blog posts/short articles and email newsletters are the top content types.

The biggest changes this year:
  Use of in-person events decreased to 42% from 73%.
  Use of virtual events/webinars/online courses increased to 67% from 57%.
  Use of livestreaming content increased to 29% from 10%.

Of all the content types they use, 
B2B marketers said blog posts/
short articles and virtual events/
webinars/online courses (both tied 
at 22%) produced the best overall 
content marketing results for their 
organization in the last 12 months.

Other content types used in last 
12 months: Digital Magazines (16%); 
Print Magazines (11%); Print Books 
(5%); and Other (5%).

Content Types B2B Marketers Used in Last 12 Months

93%

77%

68%

68%

67%

65%

54%

47%

42%

32%

29%

28%
26%

0 20 40 60 80 100

Blog Posts/Short Articles

Email Newsletters

Case Studies 

Videos (pre-produced)

Virtual Events/Webinars/Online Courses

Infographics/Charts/Photos

Ebooks/Guides

White Papers

In-Person Events

Long-form Text (e.g., articles 3,000+ words)

Videos (livestreaming content)

Research Reports

Podcasts

Base: B2B content marketers. Aided list; multiple responses permitted.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020
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CONTENT CREATION & DISTRIBUTION

32% of B2B marketers said their organization has established an online community. Among those who have not, 27% 
say they are likely to within the next 12 months, while another 48% say they are unlikely.

Has Your B2B Organization
Established an Online Community?

32%
68%

■  Yes
■  No

How Likely is Your B2B Organization
to Establish an Online Community

in the Next 12 Months?

12%
8%

19%

13%
30%

18%

■  Extremely Likely 
■  Somewhat Likely
■  Neither Likely Nor Unlikely
■  Somewhat Unlikely
■  Extremely Unlikely
■  Unsure

Base: B2B content marketers.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020

Base: B2B content marketers.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020
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CONTENT CREATION & DISTRIBUTION

The top three organic content distribution channels B2B marketers use are social media platforms (89%), email (87%), 
and their organization’s website/blog (86%).

These percentages are similar to last year, with two notable exceptions:
  Use of guest posts/articles in third-party publications decreased to 38% from 48%.
  Use of media/influencer relations decreased to 24% from 34%.

Organic Content Distribution Channels
B2B Marketers Used in Last 12 Months

89%

87%

86%

54%

41%

38%

26%

24%

19%

8%

2%

0 20 40 60 80 90

Social Media Platforms

Email

Their Organization’s Website/Blog

Speaking/Presenting at Virtual Events

Speaking/Presenting at In-Person Events

Guest Posts/Articles in Third-Party Publications

Guest Spots (e.g., podcasts, live videos)

Media/Influencer Relations

Collaborative Social Spaces (e.g., Slack, Teams)

Listening Platforms (e.g., Audible, Spotify, Apple Podcasts)

Other

Base: B2B content marketers. Aided list; multiple responses permitted.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020
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CONTENT CREATION & DISTRIBUTION

Nearly all B2B marketers who distribute content via organic social media use LinkedIn. They also say it is the organic 
platform that generated the best overall content marketing results for their organization in the last 12 months (66%).

These percentages are similar to last year, with one notable exception:

  Use of organic YouTube increased to 62% from 53%.

Other organic social media 
platforms used in last 12 
months: Pinterest (9%); 
Medium (8%); Quora (4%); 
Reddit (4%); Snapchat (1%); 
TikTok (1%); and Other (4%).

Base: B2B content marketers whose organization used organic social media platforms to distribute content in the last 12 months. Aided list; 
multiple responses permitted.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020

Organic Social Media Platforms
B2B Content Marketers Used in Last 12 Months

96%

82%

82%

62%

49%
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CONTENT CREATION & DISTRIBUTION

72% of B2B marketers said their organization used paid content distribution channels (vs. 84% last year) in the last  
12 months. However, the percentage of those using each paid channel increased over last year (see next page).

Base: B2B content marketers.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020

Did Your Organization Use Any Paid Content Distribution Channels
for Content Marketing Purposes in the Last 12 Months?

28%
72%

■  Yes 
■  No
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The largest increases compared with last year are:

  Use of social media advertising/promoted posts increased to 83% from 60%.
  Use of search engine marketing (SEM)/pay-per-click increased to 65% from 51%.

CONTENT CREATION & DISTRIBUTION

Of all the paid distribution  channels they use, B2B marketers said search engine marketing (SEM)/pay-per-click (33%) and social media 
advertising/promoted posts (29%) produced the best overall content marketing results for their organization in the last 12 months.

Paid Content Distribution Channels B2B Marketers Used in Last 12 Months

83%

65%

60%

48%

35%

33%

3%

0 20 40 60 80 90

Social Media Advertising/Promoted Posts

Search Engine Marketing (SEM)/Pay-per-Click

Sponsorships (e.g., events, booths, workshops)

Banner Ads Promoting Your Content

Native Advertising/Sponsored Content
(not including social media platforms)

Partner Emails Promoting Your Content

Other

B2B content marketers. Aided list; multiple responses permitted.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020
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CONTENT CREATION & DISTRIBUTION

Among the B2B marketers who use paid social media (83%), LinkedIn is the platform used most often. Due to the 
fluctuating prices of paid social media advertising at the time of the survey, we did not ask respondents which paid 
platform was generating the best results (last year, they said it was LinkedIn).

These percentages are similar to last year, with one notable exception:

  Use of paid Instagram increased to 26% from 17%.

Other paid social media 
platforms used in last 12 
months: Pinterest (2%); 
Quora (1%); Reddit (1%); 
Snapchat (0%); TikTok (0%); 
and Other (3%).

Base: B2B content marketers whose organization used paid social media platforms to distribute content in the last 12 months.  
Aided list; multiple responses permitted.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020

Paid Social Media Platforms
B2B Content Marketers Used in Last 12 Months
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METRICS & GOALS

Most respondents said their organization used metrics to track content 
performance in the last 12 months (81%). Of those, website traffic is 

used most often (90%).

“One of our challenges is determining what content is most likely to lead to 
actual business,” said one respondent. “We get a lot of interest in reading 
our content, but we’re working to determine what to focus on to gain 
qualified/ready buyers.”

Regarding their goals for content marketing, 87% said they have used it 
successfully in the last 12 months to create brand awareness. As the chart 
on Page 35 shows, marketers have steadily been increasing the attainment 
of numerous content marketing goals over the last three years; however, 
we observed a decrease this year in those using it to nurture subscribers/
audiences/leads.

“WE’RE CHALLENGED 
WITH DIRECTLY 
RELATING/TYING THE 
IMPACT OF CONTENT 
MARKETING TO OUR 
COMPANY’S BOTTOM 
LINE, I.E., EXPLICITLY 
SHOWING CONTENT 
MARKETING AS A 
REVENUE-GENERATING 
ACTIVITY.”

Survey Respondent
11th Annual Content
Marketing Survey

33
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METRICS & GOALS

81% of B2B marketers report their organization uses metrics to measure content performance. Website traffic (90%)  
is the metric that is used most often.

Does Your B2B Organization
Use Metrics to Measure
Content Performance?

14%

81%

5%

■  Yes 
■  No
■  Unsure

Base: B2B content marketers.
11th Annual Content Marketing Survey: 
Content Marketing Institute/MarketingProfs, July 2020

Base: B2B content marketers whose organization uses metrics to measure content performance.
Aided list; multiple responses permitted.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020

Metrics B2B Organizations Tracked to
Measure Content Performance in Last 12 Months

90%

86%

84%

80%

76%

59%

57%

53%38%

38%

37%

1%
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Website Traffic
(e.g., page views, backlinks)

Email Engagement
(e.g., opens, clicks, downloads)

Website Engagement (e.g., time spent,
bounce rate, form completions)

Conversions (e.g., traffic to subscribers,
leads to sales)

Social Media Analytics
(e.g., time spent, views, shares)

Email Subscriber Numbers
(e.g., growth, unsubscribes)

Search Rankings

Marketing Qualified Lead Metrics
(e.g., MQLs, SQLs)

PR Mentions/Media Coverage

Cost to Acquire a Lead, Subscriber,
and/or Customer

Other
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METRICS & GOALS

The percentage of marketers reporting success with using content marketing to achieve various goals has increased 
steadily over the last three years. Note the decrease this year in those who reported using it to nurture subscribers/
audiences/leads.

All Respondents As Reported
One Year Ago*

As Reported
Two Years Ago**

Create brand awareness 87% 86% 81%

Build credibility/trust 81% 75% 68%

Educate audience(s) 79% 79% 73%

Generate demand/leads 75% 70% 68%

Build loyalty with existing clients/customers 68% 63% 54%

Nurture subscribers/audiences/leads 60% 68% 58%

Drive attendance to one or more in-person or virtual events 56% 52% 49%

Generate sales/revenue 51% 53% 45%

Build a subscribed audience 47% 45% 43%

Support the launch of a new product 45% 45% 40%

*See B2B Content Marketing 2020: Benchmarks, Budgets, and Trends—North America
**See B2B Content Marketing 2019: Benchmarks, Budgets, and Trends—North America

Base: B2B content marketers. Aided list; multiple responses permitted.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020

Goals B2B Marketers Have Achieved by Using Content Marketing
Successfully in Last 12 Months
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BUDGETS & SPENDING

More than two-thirds of respondents went into 2020 armed with a 
content marketing budget. The timing of the survey (July) made it 

an ideal time to ask respondents how their H1 2020 content marketing 
spending was impacted by the pandemic: 53% reported it had stayed the 
same. Another 29% reported a decrease and 18% reported an increase. 
A closer look at these figures based on company size revealed little 
difference.

We then asked respondents to estimate how their spending would look 
during Q3 2020 and Q4 2020, as well as how H2 would compare with H1. 
Nearly one-third thought their organization would spend more on content 
marketing in H2 than H1. The majority, however, expected spending to stay 
flat for the rest of 2020. Only 12% expected a decrease.

Only time will tell whether content marketing budgets and spending stay 
flat in 2021. Some respondents in the fill-in comments said they would 
continue to invest heavily in content marketing. Some of these marketers 
shared they are part of start-up operations, for whom content/SEO is 
especially important. Other marketers said their biggest challenge in 2021 
would be looming budget cuts depending on where the economy heads.

“GIVEN COVID-19 AND ITS 
EFFECTS ON THE ECONOMY 
AND OUR BUDGETS, IT WILL 
BE A CHALLENGE TO HOLD 
ONTO THE GROWTH AND 
GAINS WE’VE MADE WITH 
OUR CONTENT MARKETING 
OVER THE LAST FEW 
YEARS. IT WILL DEPEND ON 
WHETHER OUR BUDGETS 
CAN GROW A BIT AGAIN IN 
2021 OR IF WE LOSE EVEN 
MORE BUDGET. WE HAVE 
FOUND WAYS TO WORK 
LEAN, BUT AT SOME POINT 
WE’LL HAVE TO START 
INVESTING AGAIN TO HAVE 
GOOD RESULTS.”

Survey Respondent
11th Annual Content
Marketing Survey
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BUDGETS & SPENDING

24% of all respondents said their organization had shifted traditional paid advertising dollars to content marketing in 
the last 12 months.

All Respondents Small
(1-99 Employees)

Medium
(100-999 Employees)

Large
(1,000+ Employees)

Yes 24% 18% 28% 28%

No 27% 27% 25% 31%

Unsure 12% 7% 13% 23%

We haven’t spent on traditional advertising
in the last 12 months 37% 48% 34% 18%

Base: B2B content marketers.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020

Did Your B2B Organization Shift Paid Advertising Dollars
 to Content Marketing in the Last 12 Months?
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Most respondents said their organization had established a content marketing budget for 2020 prior to the pandemic. 
Those working in large companies reported higher budgets.

All Respondents Small
(1-99 Employees)

Medium
(100-999 Employees)

Large
(1,000+ Employees)

Less than $100,000 47% 57% 49% 20%

$100,000 to under $500,000 19% 10% 25% 30%

$500,000 to under $750,000 3% 1% 2% 8%

$750,000 to under $1,000,000 2% 0% 2% 7%

$1,000,000 or more 2% 0% 3% 8%

We didn’t have a content marketing budget 
established for 2020 27% 32% 20% 27%

Note: The question read: “Prior to the pandemic, approximately how much had your organization budgeted for 2020 content marketing (not including salaries), in U.S. dollars?”

Base: B2B content marketers. Aided list.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020

2020 Annual Budget for B2B Content Marketing: Pre-Pandemic (Average)

BUDGETS & SPENDING
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53% of B2B marketers indicated there was no change in their content marketing spending in H1 2020 in response to  
the pandemic. Another 29% reported a decrease in spending, and 18% reported an increase. These percentages did 
not vary much by company size.

Base: B2B content marketers.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020

BUDGETS & SPENDING

Change in B2B Content Marketing Spending in
H1 2020 in Response to Pandemic

29%

18%

53%
■  No change in our spending on content marketing 
■  Decreased our spending on content marketing
■  Increased our spending on content marketing
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Nearly one-third of respondents estimated their organization would spend more on content marketing during the 
second half of 2020 than the first half. The majority, however, expected spending to stay flat for the rest of 2020. 

BUDGETS & SPENDING

B2B Marketers’ Estimated Change
in Content Marketing Spending

■  Increase         ■  Stay the Same    ■  Decrease

H2 2020 vs. H1 2020

Q4 2020 vs. Q3 2020

Q3 2020 vs. H1 2020

0 20 40 60 80 100

30% 57% 12%

11%

7%68%

64%

24%

24%

Base: B2B content marketers.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020

http://www.contentmarketinginstitute.com
http://marketingprofs.com
http://on24.com


B2B
 CONTENT
 MARKETING 

B2B
 CONTENT
 MARKETING 

BENCHMARKS, BUDGETS, 
AND TRENDS

11TH ANNUAL

INSIGHTS FOR 2021

INSIGHTS
FOR 2021

42

http://contentmarketinginstitute.com
http://marketingprofs.com
http://on24.com


43

INSIGHTS FOR 2021

At the time of the survey, 50% of respondents thought the pandemic 
would have a moderate long-term impact on their organization’s 

content marketing success. Only 15% felt it would be major. It will be 
interesting to see if this outlook changes in the months to come. 

Looking toward 2021, we asked respondents to select the top five content 
marketing-related areas they thought their organization would invest in 
during 2021. Content creation (70%) and website enhancements (66%) 
topped the list.

“We’ll be looking to increase staff and ramp up our inbound strategy 
through content marketing,” said one respondent. Another said their 
organization will be “tracking results and continuing to expand our content 
marketing efforts as our company continues to grow.”

“WE HAVE TO FOCUS 
ON ACQUIRING 
CUSTOMERS WHILE 
ALSO BEING SENSITIVE 
TO THEIR ISSUES…WE 
CAN’T BE TONE DEAF 
WITH MARKETING 
IN TIMES OF GREAT 
CHANGE AND CRISIS. 
WE HAVE TO SUPPORT 
PEOPLE BEFORE THE 
BUSINESS. WITHOUT 
PEOPLE, WE DON’T 
HAVE BUSINESS.”

Survey Respondent
11th Annual Content
Marketing Survey

43

http://www.contentmarketinginstitute.com
http://marketingprofs.com
http://on24.com


44

INSIGHTS FOR 2021

At the time of the survey, only 15% felt the pandemic would have a major long-term impact on their organization’s 
overall content marketing success. 

Base: B2B content marketers.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020

Long-Term Impact B2B Marketers Think Pandemic
Will Have on Their Organization’s Content Marketing Success

15%

50%

26%

5%
4%

■  Major
■  Moderate
■  Slight
■  None
■  Unsure

http://www.contentmarketinginstitute.com
http://marketingprofs.com
http://on24.com
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The top predicted areas for content marketing investment in 2021 are content creation (70%) and website 
enhancements (66%).

Top 5 Areas of Content Marketing B2B Marketers
Think Their Organization Will Invest in During 2021

70%

66%

48%

46%

39%

38%

31%

29%

29%

24%

17%

1%

0 20 40 60 80

Content creation

Website enhancements

Events (digital, in-person, hybrid)

Content distribution – organic/nonpaid

Social media management/community building

Content distribution – paid

Getting to know audiences better
(e.g., personas,social listening, research)

Customer experience

Earned media (PR/media/influencer relations)

Content marketing-related technologies

Staffing/human resources

Other

Base: B2B content marketers. Aided list; maximum of five responses permitted.
11th Annual Content Marketing Survey: Content Marketing Institute/MarketingProfs, July 2020

INSIGHTS FOR 
2021
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 Stop Waiting For The New 
Normal—We’re Already In It
We’ve spent so much time in 2020 
struggling for an answer to “what now,” 
that it can seem impossible to plan for 

2021. We wonder what the “new normal” will be. Spoiler 
alert: No one knows.

What can you do, then? Well, we mistakenly believe that 
“what now” means we should use our experience in all 
that we’ve been going through to try to predict the new 
normal future.  We believe our experience helps us to see 
around corners.

Instead, start planning with a self-assessment of your 
content marketing plan. Remember that answering “what 
now” is not trying to plan for “what’s next.” Look at all 
the things that evolved this year that you want to keep, 

change, or stop doing. Then ask yourself how you might 
want to change to prepare for whatever comes next.

 Content Marketing Is Cool—But Content Operations 
Make It Work
As 2021 emerges, we’re seeing more businesses begin to 
in-source many elements of content creation, production, 
and management, particularly within large companies. 
This move to “in-house” services, however, is fueling a 
broader evolution in building a more creative and media-
fluent service to the overall business. 

As content marketers, it’s not enough to just understand 
how to create blogs, infographics, or other media assets. 
We need to understand how content operations work at 
scale. That means understanding technology, governance, 
and how to structure content so that it can be reused, 
repackaged, and leveraged across silos. 

ACTION STEPS FOR MOVING FORWARD
By Robert Rose, Chief Strategy Advisor, CMI

(continued on next page)

http://www.contentmarketinginstitute.com
http://marketingprofs.com
http://on24.com
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It won’t be long before your business starts looking hard 
at how to make content more efficient—and measurable 
at scale. Content marketers that have skill sets and 
knowledge beyond just creating powerful content will be 
ready to evolve and lead that charge.

 Get Your Audience Data Plan Together
Privacy and the availability of customer data is going to 
become an incredibly hot topic very shortly.  As we saw 
from this year’s research, “credibility and trust” is a huge 
goal for content marketing now. Indeed, the percentage of 
content marketers citing it as a goal has increased 19% in 
the last three years (see Page 35).

If you’re looking for measurability, there will be no other 
foundational element as important as connecting your 
content marketing experiences and being able to have 
a 360-degree view into the audience you are engaging.  
This includes, of course, the data that customers willingly, 
trustingly, and emotionally give to you as part of that 
program. This is what Forrester calls “Zero Party Data.” We 
just call it building an audience.

http://www.contentmarketinginstitute.com
http://marketingprofs.com
http://on24.com
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METHODOLOGY & DEMOGRAPHICS

The 11th Annual B2B Content Marketing Benchmarks, Budgets, and Trends report was produced by Content Marketing Institute (CMI) and MarketingProfs and sponsored by ON24.

The online survey, from which the results of this report were generated, was emailed to a sample of marketers using lists from CMI and MarketingProfs.

A total of 1,707 recipients from around the globe—representing a full range of industries, functional areas, and company sizes—replied to the survey during July 2020.

This report presents the findings from 740 respondents based in North America. These respondents indicated:
 Their organization is a for-profit company, primarily selling products/services to businesses (B2B).
 Their organization has used content marketing for at least one year.
 They are a content marketer, involved with the content marketing function, and/or someone to whom content marketing reports.

Note: This report contains comparisons with findings from last year’s 10th annual survey—reported on in B2B Content Marketing 2020: Benchmarks, Budgets, and Trends, North America—in instances 
where we observed notable year-over-year differences. Find all our past research at contentmarketinginstitute.com/research.

B2B Industry 
Classification

 

 

Size of B2B Company
(by Employees)

B2B Content Marketing
Job Function

 

■ Small (10-99 Employees)
■ Micro (Fewer than 10 Employees)

■ Medium (100-999 Employees)
■ Large (1,000+ Employees)

■ Senior Leadership (e.g., CEO, Owner, CMO, VP, GM)
■ Marketing Management
■ Content Creation/Content Management
■ Marketing Operations
■ Advertising/PR/Comm Management
■ Other

14%

■  Technology/IT/Software/Hardware
■  Agency (Content Marketing,
     Advertising, Digital, PR)
■  Manufacturing
■  Consulting
■ Professional Services
■ Financial Services/Banking/Insurance
■ Healthcare/Med/Pharma/Life Sciences
■ Publishing/Media
■ Other

31%
20%

27%32%

21%

22%
8%

12%

7%

6%
4%

3%7%

29%

29%

26%

5%
4% 7%

SOPHISTICATED
Providing accurate measurement to the business,  scaling across the organization

MATURE
Finding success, yet challenged with integration across the  organization

ADOLESCENT
Have developed a business case, seeing early success,  becoming more sophisticated with 
measurement and scaling

YOUNG 
Growing pains, challenged with creating a cohesive strategy  and a measurement plan

FIRST STEPS 
Doing some aspects of content, but have not yet begun to make  content marketing a process

B2B Respondent Profile by
Organization’s Content Marketing

Maturity Level

39%
30%

18%

3%
10%

■  Sophisticated
■  Mature
■  Adolescent
■  Young
■  First Steps

http://www.contentmarketinginstitute.com
http://marketingprofs.com
http://on24.com
http://research at contentmarketinginstitute.com/research
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Thanks to all the survey participants who made this research possible and to everyone who helps disseminate
these findings throughout the content marketing industry.

About Content Marketing Institute
Content Marketing Institute is the leading global content marketing education and training organization, teaching enterprise brands how to attract 
and retain customers through compelling, multichannel storytelling. CMI’s Content Marketing World event, the largest content marketing-focused 
event, is held every fall in Cleveland, Ohio, and ContentTECH Summit event is held every spring in San Diego, California. CMI publishes Chief Content 
Officer for executives and provides strategic consulting and content marketing research for some of the best-known brands in the world. Content 
Marketing Institute is organized by Informa Connect. Learn more at Contentmarketinginstitute.com

About Informa Connect
Informa Connect is a specialist in content-driven events and digital communities that allow professionals to meet, connect, learn, and share 
knowledge.  We operate major branded events in Marketing, Global Finance, Life Sciences and Pharma, Construction & Real Estate, and in a number 
of other specialist markets and connect communities online year-round.

About MarketingProfs
MarketingProfs is a business-to-business marketing education company—a growing community of more than 550,000+ marketers who aspire 
to learn, connect, and lead. Its training and education programs include webcasts, master classes, workshops, and its flagship event, the 
MarketingProfs B2B Forum. And its community offers the support and networking modern marketers need—as a department of 1 or 1,000. Learn 
more at MarketingProfs.com. 

About ON24
ON24 is on a mission to transform the way businesses engage with their audience, powering interactive, data-rich digital marketing experiences 
that drive a resilient revenue strategy. Through the ON24 Platform, marketers can create and deliver live, always-on and personalized webinar, 
content and virtual event experiences, and capture audience behavior to turn engagement into actionable data. With a digital experience taking 
place every minute, ON24 is the network where a half million professionals engage every day for a total of 4 billion engagement minutes per 
year. Headquartered in San Francisco, ON24 has a wide global footprint with eight offices in key regions, including London, Munich, Singapore, 
Stockholm and Sydney. For more information, visit www.on24.com.

ABOUT

http://www.contentmarketinginstitute.com
http://marketingprofs.com
http://on24.com
https://www.globenewswire.com/Tracker?data=UvetSNTalGFTuMap7_vaBWqsLOP_dPnbjtOyiWOWyGuddk7xAE9MA_ihZDANVTshSF9JQUFwdg8rx1SJjoZmXQ3BFasI65WnRm8J1lBHLX9gZ25hUt3c8j55U2VV0nld
http://contentmarketingworld.com
https://www.contenttechsummit.com
https://contentmarketinginstitute.com/cco-digital/
https://contentmarketinginstitute.com/cco-digital/
http://Contentmarketinginstitute.com
http://MarketingProfs.com
https://www.on24.com
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upcoming market trends, and respond to challenges with agile marketing. 
Read more on the latest marketing trends and insights.

About the Deloitte CMO Program

Digital technology has changed the face of business. Across the globe, Deloitte Digital helps 
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agency and its service offerings.
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THROUGHOUT HISTORY, MOMENTS of crisis 
and uncertainty have galvanized new 
innovations and shifted views on what 

matters most to people. The 1918 pandemic 
popularized the use of the telephone so much that 
the people-powered switch operators couldn’t keep 
up.1 In the Cold War era, the rise of televisions in 
households directly influenced how people 
perceived conflict at a time when the Vietnam War 
became the world’s “First Televised War.”2 And, 
more recently, as issues of climate change and 
gender equality took centerstage, people began to 
demand more from businesses.3 

Now, we are confronted with an amalgamation of 
uncertainty—and the world is collectively looking 
for answers. With an omnipresent pandemic, we 
had to find new ways to socialize in a world where 
social distancing quickly became the norm; work 
had to be redesigned so people could do their jobs 

safely and productively; grocery shopping,  
dining out, education, and medical treatment 
fundamentally changed. And, almost in parallel, as 
a reckoning of systemic racism came to a head, we 
were forced to reassess and reflect on our values 
and what it means to be human.

From people and businesses to governments, 
everyone needed to find new ways to navigate this 
new world—and this trends report was no different. 
How do you uncover and discuss the implications 
of global marketing trends at a time when the 
world has seemingly turned on its axis and still 
continues to change in unpredictable ways?

To seek an answer to this question, we set out on 
an all-encompassing journey to better understand 
how people and brands responded to the 
pandemic—and, most importantly, why some 
brands were able to flourish even during these 

Introduction
2021 Global Marketing Trends: Find your focus

THE 2021 GLOBAL MARKETING TRENDS STUDY
As our world went through rapid changes, we recognized a need to dig deeper into the evolving 
milieu to better understand how consumers and executives are responding to their new 
environments. With this in mind, we conducted two surveys to inform each of the 2021 Global 
Marketing Trends chapters.

The Global Marketing Trends Consumer Pulse Survey polled 2,447 global consumers, ages 18 
and above, in April 2020. This survey was launched in the United States, the United Kingdom, Mexico, 
China, South Africa, Qatar, the United Arab Emirates, and the Kingdom of Saudi Arabia.

The Global Marketing Trends C-suite Survey polled 405 US C-suite executives from global 
companies in May 2020. This survey asked CMOs, CFOs, COOs, and CHROs their thoughts on  
a variety of topics related to their response to COVID-19.
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Source: Deloitte Global Marketing Trends C-suite Survey.
 

Deloitte Insights | deloitte.com/insights

FIGURE 1

C-suite executives have all seen a significant drop in confidence
Percentage of confident executives

2019            2020 (post COVID-19)

CEO

55%

35%

CIO

41%

17%

COO

2%
8%

CMO

3%
5%

CFO

17%

10%

turbulent times. In our second annual report, we 
combine subject matter expertise, voices from the 
field, and two overarching surveys—one consumer-
based and the other targeted toward executives—to 
separate the signals from the noise of change (see 
the sidebar, “The 2021 Global Marketing Trends 
study” to learn more). 

Even among executives, our research found they’re 
feeling the pressure of an uncertain future. For 
instance, 18 months ago, we polled executives on 
their ability to influence their peers and make a 
strategic impact.4 When we asked 405 executives 
the same questions in May of 2020, we saw 
C-suite confidence has plummeted across the 
board (figure 1). 

As often is the case when we are unsure of how to 
respond, our most basic instincts kick in and we 
prioritize survival over human connection and 
growth. When we asked these executives what 
outcomes they hoped to achieve in responding to 

the pandemic, the majority prioritized improving 
efficiency and productivity over more human-
centric initiatives such as strengthening customer 
engagement, retaining talent, and increasing the 
company’s impact on society. And in these 
moments of high stress and low certainty, almost 
no one was thinking about growing revenues or 
disrupting their industry. 

Answering the call for help

Of course, this isn’t unprecedented or unexpected 
behavior, but when we polled consumers, they 
showed us that as times get tougher, they expect 
more from the brands they frequent. Consider the 
following findings from our consumer survey:

• Almost four in five people could cite a time a 
brand responded positively to the pandemic 
and one in five strongly agreed it led to 
increased brand loyalty on their part.
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• Conversely, more than 25% of those who 
noticed brands acting in their own self-interest 
walked away from those brands.

• More than 70% agreed they valued digital 
solutions that deepened their connection with 
other people, and 63% believe they will rely on 
digital technologies more than they did prior to 
the pandemic even well after it subsides.

• Fifty-eight percent of respondents could recall 
at least one brand that quickly pivoted to better 
respond to their needs, and 82% said this led to 
them doing more business with the brand.

When we analyze these findings in tandem, we  
see a very clear message: In these wild times of 
uncertainty, people are looking to brands for help—
and rewarding those that can meet their most 
pressing needs in the moment.

In this spirit, we developed seven trends to help 
executives break through this wall of uncertainty 
and take action. These trends can enable leaders to 
respond to customer needs as they unfold, pivot 
business models to better align to evolving needs, 
and foster the human connection we all crave.

Breaking through 
with seven trends

Each of our 2021 global marketing trends shares 
the common theme of breaking out of our often-
defensive mindsets to more holistically—and 
authentically—meet human needs. 

In our opening trend chapter on Purpose, we 
establish the foundation required to flourish in 
even the most turbulent of times. To do this, 

organizations should be deeply attuned to why they 
exist and who they are built to serve. 

Our second chapter, Agility, explores how 
organizations can best structure themselves to not 
only live out this purpose, but also to do so as 
stakeholder needs unfold. 

The Human Experience chapter explores how 
organizations can break out of their efficiency-first 
mindsets to elevate the experiences of their 
customers, workforces, and business partners. In 
our fourth chapter, Trust, we provide a means to 
holding brands accountable and ensuring that the 
messages they convey are congruent with the 
experiences they deliver. 

Our fifth trend chapter, Participation, makes use 
of an in-depth consumer study to highlight how 
some of the leading companies in the world are 
harnessing customer passion to bolster their 
engagement strategies through customer-led 
innovation and advocacy. 

Our Fusion trend sheds light on how some of the 
most creative companies in the world were able to 
overcome their defensive mindsets to create 
entirely new solutions through the fusing of  
new partnerships, customer ideas, and digital 
ecosystems. 

The final chapter, Talent, provides a line of sight 
into how marketing can elevate its talent model 
into a competitive differentiator—even in the 
toughest of times.

These trends do not purport to predict what the 
future holds, but they may offer something more 
pressing: a path forward to help your customers, 
workforces, and society when, collectively, we  
need it the most.
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Organizations that know why 
they exist and who they’re 
built to serve are uniquely 
positioned to navigate 
unprecedented change.

Purpose
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THE WORLD HAS been through one of the 
worst crises of this century—the coronavirus 
pandemic—and is just beginning to pick up 

the pieces and rebuild itself socially and 
economically. As COVID-19 took its economic and 
emotional toll on the world, businesses were—and 
still are—faced with myriad uncertainties. How do 
organizations navigate a reality where their 
products and services may no longer have the same 
standing as they did prior to the outbreak? For 
some, it may be a question of how to connect with 
their communities when storefronts are shuttered, 
or, in terms of talent, how to support workforces 
on the frontlines as well as those confined to 
their homes.

While most brands are mulling over how to 
reposition themselves and best serve their 

stakeholders, some are positioned to remain 
steadfast in one key dimension—their purpose. 
These companies inherently understand why they 
exist and who they are best built to serve—from 
their customers and workforces to the community—
regardless of what they sell today.

Promisingly, people are taking note of these brands. 
In Deloitte’s survey of 2,447 global consumers, 79% 
of respondents recalled instances of brands 
positively responding to COVID-19 to help their 
customers, workforces, and communities (figure 1). 
We saw this manifest in countless ways: financial 
institutions pausing overdraft fees and deferring 
loan payments; shoe companies donating 

thousands of pairs of shoes to nurses healing 
their communities; and many companies 
shifting their long-standing corporate 
policies to better support the workforces that 
drive their business.

When an organization’s crisis responses are 
driven by a holistic purpose—connecting a 
business’s role in society to its long-term 
value—there is a clear alignment between its 
brand identity and a sustained commitment 
to all stakeholders—including customers, 

employees, suppliers, and communities, in 
addition to shareholders.

Purpose-driven companies 
inherently understand why 
they exist and who they are 
best built to serve regardless  
of what they sell today.

Built to flourish
Navigating an ever-changing world  
through the purpose-driven enterprise
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Source: Deloitte Global Marketing Trends Consumer Pulse Survey.

Deloitte Insights | deloitte.com/insights

FIGURE 1

Since the COVID-19 pandemic, are you aware of any brands that redirected 
profits in any of the following ways?

Awareness of brands positively responding to COVID-19

Overall positive 
awareness

79%

23%

26%

29%

40%

22%

Provided free access to their products 
and services

Partnered with other organizations to better 
support consumer needs during the pandemic
21%

Adjusted contract terms or pricing to better 
accommodate consumers during the pandemic
20%

Increased compensation to employees 
required to work during the pandemic
20%

Positive awareness—other
2%

Increased measures to protect the health 
and wellness of its employees

Donated products or services to a COVID-19 
community support initiative

Provided financial assistance to a COVID-19 
community support initiative

Provided financial support to its employees 
during furloughs

Significantly decreased or suspended 
executive salaries

44%
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We call these purpose-driven enterprises. Guided 
by an authentic, enterprisewide purpose, these 
organizations turn tough decisions into simple 
choices—following the path that best embodies 
their purpose. Purpose-driven enterprises are not 
only garnering more attention but also spurring 
consumer action. Nearly one out of four 
respondents strongly agreed that these actions 
positively shifted brand perceptions and one in five 
strongly agreed that it shifted their buying 
preferences in favor of the brand (figure 2). 
Conversely, we saw that sustained commitment 
matters as consumers were also well aware of 
negative brand actions (66%) that led to one in 
four consumers walking away from the brand. The 
takeaway: Organizations can’t pick and choose 
when they lean on their purpose. Rather, it’s a 
long-term commitment that guides how an 
organization exists. In the absence of this 
commitment, public trust can quickly erode (see 
our trend on Trust to learn more).

What does it take for an organization to operate as 
a purpose-driven enterprise? It typically requires a 
deep understanding of why the organization exists, 
widening the aperture on who it is built to serve, 
and ensuring it follows through on its promises 
with purpose-driven KPIs. In this article, we look 
to demystify what being a purpose-driven 
enterprise really means and how marketers can 
elevate their purpose to encompass all their 
stakeholders—in good times and bad. 

Demystifying purpose

The ever-evolving dialogue around purpose has led 
to multiple interpretations of the term, coalescing 
the definition of purpose into a moving target. 
Purpose can represent the underlying motive 
behind why a brand sells its products and services, 
or it can be the platform that articulates why the 
organization exists in the world. In an effort to 

Source: Deloitte Global Marketing Trends Consumer Pulse Survey.
Deloitte Insights | deloitte.com/insights

FIGURE 2

The customer funnel from awareness to purchase behavior

Positive action
by brands

79%

23%

19%

Negative action
by brands

66%

31%

26%

AWARENESS

STRONGLY AGREE THAT PERCEPTION OF BRAND CHANGED

STRONGLY AGREE THAT ACTIONS WILL IMPACT BRAND PURCHASE BEHAVIOR
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demystify purpose, we refer to the former as brand 
purpose, as it is anchored in the consumer; while 
the latter refers to a purpose-driven enterprise, 
intended to address the needs of all its 
stakeholders. Regardless of the endeavor, most 
purpose-led brands and organizations require 
clarity in motive and a means of holding 
themselves accountable to the promises they make. 

HOW A BIGGER “WHY” EXTENDS 
THE REACH OF THE ENTERPRISE
Brand purpose and the purpose-driven enterprise 
don’t have to be mutually exclusive endeavors. In 
fact, a purpose-driven enterprise aligns its brand 
purpose to a bigger enterprisewide purpose. 
However, in many cases, the “why” behind an 
organization’s products and services is siloed from 
other important facets, such as talent and business 
partnership strategy. 

When purpose is managed in siloes, its meaning 
can be confused or, at worst, it can appear 
disingenuous. But when an enterprise clearly puts 

its “why” at the center of its operations, purpose 
can be amplified and extended both within and 
outside the enterprise.

Consider one such purpose-driven enterprise—
Ella’s Kitchen. The maker of organic baby and 
toddler food wants to “create healthy eating 
habits that will last a lifetime.”1 Ella’s Kitchen’s 
intent is to live out this purpose by going beyond 
simply selling food. In line with this, it applies  
its “good to each other” standards and works  
with myriad stakeholders to ensure an ethically 
sourced supply chain. Besides using healthy 
ingredients in its products, it also provides 
parents and caregivers resources to help them 
develop healthy eating habits in their children.2 

Ella’s Kitchen also galvanizes its corporate social 
responsibility (CSR) initiatives by donating more 
than 300,000 food pouches to underserved children 
across the world.3 For clarity, CSR initiatives are not 
synonymous with a purpose-driven enterprise. 
Rather, organizations with an enterprisewide 

purpose work to ensure that their CSR 
activities reinforce their purpose and 
their ability to positively impact the 
world (see sidebar, “Elevating the 
social enterprise”).

When an enterprise  
clearly puts its “why” at 
the center of its operations, 
purpose is amplified and 
extended within and outside 
the enterprise.
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Measurement: Staying 
true to promises made

Our news feeds are peppered with examples of 
businesses falling short of their grandiose promises. 
It’s easy to put something on paper but takes 
considerably more effort to authentically live out 
those words. Whether it’s a brand upholding its 
promises to its customers or an enterprise 
demonstrating its purpose across the value chain, 
organizations can benefit from promoting KPIs 
that ensure they are living out their purpose across 
three key dimensions:

Ingraining measurement in policies: 
Organizations can establish measurable policies 
across the enterprise that bolster their purpose 
through key practices. Take United States–based 
investment management company BlackRock, for 
instance. BlackRock CEO Larry Fink once notably 
said that purpose and profits are closely linked and, 
as such, require policies that align fundamental 

business decisions with purpose.7 In line with this, 
BlackRock requests “robust” disclosures from 
companies regarding how they are adhering to the 
industry-specific guidelines provided by the 
Sustainability Accounting Standards Board (SASB).8 
For those who fall short in these disclosures, 
BlackRock will “increasingly conclude that 
companies are not adequately managing risk.”9 
Following these standards, BlackRock “voted 
against or withheld votes from 4,800 directors at 
2,700 different companies” where there was a lack 
of sustainability disclosures.10

KPIs for teams: To truly live out a purpose, the 
workforce needs to live and breathe its values and 
mission. For instance, Alaska Airlines employs 
annual engagement surveys to better understand 
how its employees perceive the company and 
engage in living out its purpose.11 In 2020, its goal 
is to ensure engagement scores are 80% or higher 
across company divisions. Organizations can build 
on this method by reporting to boards how these 

ELEVATING THE SOCIAL ENTERPRISE
Countless brands have existed for decades—and financially flourished as well—even without a 
purpose that ties directly to societal good. However, two global trends suggest organizations can do 
better than “well” by ensuring their enterprise purpose and ensuing CSR initiatives are focused on 
making the world a better place. These trends are:

• The world is shifting to the social enterprise: The social enterprise’s mission combines profit 
with societal impact. We see businesses trending in this direction as CEOs most often cite “impact 
on society, including income inequality, diversity, and the environment” as their most important 
success measure.4 It’s not just CEOs either—millennials and Generation Z are most likely to 
support companies that share their values and walk away from those that don’t hold themselves 
accountable to these values.5

• The world is looking to businesses for solutions: According to the Edelman Trust Barometer, 
which surveyed 34,000 individuals in 28 global markets, people see businesses as the most 
competent group to solve global issues, even more so than nonprofits and governments.6 Notably, 
respondents suggested that stakeholders including communities, consumers, and talent are 
most important to an organization’s long-term success (only 13% noted shareholders as the most 
important stakeholder).

Increasingly, “brand” represents how people perceive the organization, and consumers are 
gravitating toward enterprises that support socially important endeavors. Keeping this in mind, 
organizations should infuse a societal dimension to purpose throughout the enterprise to effectively 
answer the call of stakeholders.
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engagement scores are trending over time while 
simultaneously ensuring that purpose-related 
conversations are a foundational part of 
performance reviews.

Linking profit to purpose: If profit and purpose 
are linked, organizations should measure purpose-
driven outputs to demonstrate the value of adhering 
to a purpose. Further, success helps secure buy-in 
and provides a line of sight into what’s working for 
the organization. For example, Unilever’s 
enterprise purpose is “to make sustainable living 
commonplace.”12 Living this purpose, Unilever 
measures the performance of its sustainable living 
products versus the rest of its product portfolio. 
The results: “Sustainable Living Brands are growing 
69% faster than the rest of the business and 
delivering 75% of the company’s growth.”13  

How marketers can bring 
purpose to the forefront of the 
enterprise—for the long run
A purpose-driven enterprise can require multiple 
facets of the organization to work in concert. 
However, we recognize that not all businesses 
start from the same place as far as purpose is 
concerned. Start-ups can integrate purpose 
into their operations from the ground up, 
whereas large, legacy companies have a 
steeper hill to climb as they pivot to more 
purpose-driven endeavors. How marketers 
can weave purpose throughout the enterprise 
varies depending on the organization’s 
maturity and industry. 

Regardless of organizational maturity and the 
industry, CMOs and their marketing organizations 
can take three steps to bring purpose to life for 

their consumers and, in time, all enterprise 
stakeholders. They are:

1. Own brand purpose: As marketers are 
traditionally regarded as customer experts,14  
they are uniquely positioned to understand and 
articulate the higher order “why” behind the 
brand’s products and services. Bringing  
the “why” to brand purpose can unlock creativity, 
inspire employees, and create differentiation by 
building an emotional connection with 
consumers. Marvin, a window and door 
company, shows how marketers can turn their 
products into a higher-level purpose. Their 
purpose: “To imagine and create better ways  
of living.”15 Through its brand purpose, Marvin 
articulates how it can take a seemingly 
straightforward product, like a window or door, 
and help people see this purchase as a way to 
live a happier and healthier life in their homes. 
This can be through innovative technology, such 
as hidden lock sensors and smart skylights, or 
the ability to fine tune every design detail to 
help customers build spaces that best reflect 
their individual personalities, wants, and needs.

2. Catalyze the enterprise purpose: If the 
organization is not currently thinking about 
enterprise purpose, marketers can catalyze the 

How marketers can weave 
purpose throughout the 
enterprise varies depending 
on the organization’s 
maturity and industry.
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conversation by bringing an “outside-in” 
perspective to C-suite conversations. This may 
mean speaking to corporate reputation or 
bringing data to the table that sheds light on 
current perceptions of the company relative to 
the competition. 

As noted in our consumer pulsing research 
(figure 1), consumers are most aware of brands 
that responded to COVID-19 by protecting 
employees (44%) and donating products to 
support a COVID-19 community support 
initiative (40%). Ethias, a large insurer in 
Belgium, did exactly this when the pandemic 
first hit. Wilfried Neven, the chief digital 
transformation officer of Ethias, said they 
quickly developed three phases of response: “First, 
protect the employees; second protect the 
clients; and third, overall, protect the company.”16 
Beyond moving employees to remote work, 
Ethias stood up digital messaging campaigns to 
check in on employee well-being. And to assist 
the community, Ethias employees combined 
their digital expertise with their insurance 
ecosystem to develop a COVID-19 volunteer 
network through their App4You platform. This 
platform matched volunteers with community 
needs—while providing free insurance to the 
volunteers providing service. In doing so, 
Ethias was able to expand its core mission and 
purpose across the enterprise—and beyond the 
traditional customer base.

3. Fuse brand and enterprise purpose 
where appropriate: Are an organization’s 
CSR initiatives a major reason its consumers 
are loyal to its brand? If yes, marketers can work 
directly with public relations to help ensure that 
the messaging for the brand and enterprise 
purposes is congruent. If not, marketers can 
work with the CSR team to strengthen the 
enterprise’s voice in the marketplace.

Consider Expensify, a corporate credit card and 
expense reporting company. Expensify started 
with the strong brand purpose of giving busy 
professionals some time back by making 
expense reporting fast and easy.17 As the 
company grew in popularity, it was able to 
build a larger enterprisewide purpose. 
Expensify now donates 10% of its card revenue 
to societal initiatives addressing homelessness, 
child hunger, and climate change. When 
someone books a hotel on its platform, 
Expensify donates to causes addressing 
homelessness, and when someone buys a plane 
ticket, it helps plant trees to reduce carbon 
emissions. Expensify has a strong brand 
purpose that directs its CSR initiatives.

The COVID-19 pandemic has shown us that 
companies which know “why” they serve their 
stakeholders are uniquely positioned to navigate 
unprecedented change. When purpose is 
embedded across the entire enterprise, 
organizations can live it out across the value chain 
to fulfill the hopes of their stakeholders, and 
possibly, change the world.
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The time is just right for 
marketers to leverage 
relevant digital tools and 
design an organizational  
road map to make agile 
marketing a reality.

Agility
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FOR DECADES, THE recession playbook 
remained mostly unchanged: Either retrench, 
focus on costs, and ride out the downturn, or 

spend ahead of demand with a view to capturing 
market share. However, the current pandemic-
triggered recession is unique in that it has forced 
massive, rapid changes in consumer behavior—
away from brick-and-mortar stores and toward 
digital channels. Consequently, navigating the 
downturn requires a new playbook: Pivot to an 
agile digital channel strategy that meets customer 
needs as they unfold or risk losing relevance in an 
already tight marketplace.

In our survey of 2,447 global consumers, 58% were 
able to name a brand that was able to quickly pivot 
its offerings to better react to the “new normal” 
induced by COVID-19. Of this set of respondents, 
82% said such new, relevant offerings had 
increased their desire to do more business with 
these brands. COVID-19 has also heightened 
customers’ appreciation and adoption of digital 
channels, with 66% agreeing that the pandemic has 
increased their appreciation for well-designed 
technologies; 63% agreed they would continue to 
use digital technologies more often well after the 
pandemic subsides (figure 1). 

Changing the playbook
Agile marketing for our increasingly digital world

FIGURE 1

Consumer sentiment change toward digital technologies due to COVID-19
Strongly agree        Somewhat agree        Neither agree nor disagree        Somewhat disagree        Strongly disagree

Source: Deloitte Global Marketing Trends Consumer Pulse Survey.

Deloitte Insights | deloitte.com/insights

The COVID-19 pandemic 
has increased my 
appreciation for 
well-designed technology

36%

30%

66%
After the COVID-19 
pandemic, I believe 
I will use digital 
technologies more 
than I did prior to the 
outbreak

30%

33%
63%
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Many marketers are aware that they should 
possess the ability to swiftly navigate an 
increasingly digital world (see sidebar, “Be the 
signal, not the noise”). In another study we 
conducted, where we surveyed 405 C-suite 
executives, 41% said the top outcome they hoped to 
achieve by implementing more digital technologies 
and platforms was to react more quickly to 
customer needs (the highest of all responses). For 
marketing leadership, this represents a watershed 
moment. Given the rapid changes in customer 
engagement expectations, coupled with 
customers’ increased appreciation of and 
dependence on digital technology, it is now more 
important than ever to accelerate—rather than 
throttle—investments that empower organizations 
to quickly respond with the most relevant customer 
messaging and offers. 

In this article, we lean on a mix of examples from 
the field and primary research to help leaders 
design their own organizational road map toward 
relevant, agile marketing.

Three trends that help make 
agile marketing a reality

Organizations can position themselves to meet 
customer needs better by applying insights derived 
from these three trends: 

HAVING A CLEAR PICTURE 
OF THE MARKET
The foundation for agile marketing often requires a 
single, unified organizational view of the customer. 
This necessitates designing a data system that 
integrates once disparate, cross-organizational 
datasets into a single customer data platform (CDP). 

What does this entail? At the baseline, organizations 
should develop or adopt a platform that connects 
data from a variety of channels such as e-commerce 
and social media; devices such as laptops, mobile 
phones, and tablets; and platforms such as 
customer relationship management (CRM) systems 
to map out customer journeys. This can help them 
create a more holistic customer experience.1 

BE THE SIGNAL, NOT THE NOISE
In a market flooded with content, consumers are exposed to anything between 400 and 10,000 
advertisements per day, each vying for their attention.2 

Because of this, most content goes unnoticed and those charged with designing and deploying 
advertising messages face the unenviable task of rising above the clutter. So, how can marketers 
effectively break through the noise? 

Relevance is what captures audience attention and their ensuing interest. Relevant content connects 
a brand to what is top of the mind for consumers when they receive the content. At its core, it can 
be as sophisticated as engaging in cultural moments when they happen or as simple as selling snow 
tires when it’s snowing. 

The art and science of delivering relevant content relies partly on the creative direction of marketers, 
and largely on data-driven insights—understanding your customer, keeping track of what’s trending, 
and having the real-time delivery capability to craft relevant customer messaging.
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Take for example a global consumer goods 
manufacturer that underwent an initiative 
to establish its own CDP to provide more 
relevant and personalized customer 
offerings. Previously, the marketing database had a 
difficult time keeping up with the changing needs 
of the customer as it consisted of 1,700 tables that 
were updated on a weekly cadence. By mapping 
out the customer journey across the various 
information sources, the manufacturer was able to 
consolidate these sources into eight tables that 
reflected key customer interactions across their 
website, mobile apps, text messages, call centers, 
and instore transactions. By doing so, it was able to 
effectively deliver relevant marketing solutions 
across the customer journey to more than 50 million 
customers—as their needs unfolded in real time.3 

ANTICIPATING THE CONVERSATION
To truly answer the call of the customer, an 
organization should be able to sense—and 
understand—the needs of the customer. Thankfully, 
a holistic CDP combined with “predictive sensing” 
technologies (powered by machine learning and 

artificial intelligence) makes this possible for many 
organizations. 

For instance, Deloitte Digital’s social sensing 
capabilities forecast where conversations are 
headed over the next 72 hours, helping enable 
organizations to scan conversations in the 
marketplace, measure consumer sentiment, and 
predict where those conversations may trend over 
the coming days. This can be as specific as 
measuring and predicting sentiment on advertising 
messages or determining where people who have 
recovered from COVID-19 may be most open to 
donating plasma containing antibodies.4

EMBRACING SOCIAL CRM
Once they have a sense of where the conversation 
is heading, marketers have myriad channels at 
their disposal to engage with their audiences. 
Beyond traditional channels such as email, print 

Agile marketing requires a 
single, unified organizational 
view of the customer, which 
can be gained through a 
customer data platform.
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media, TV, and social media, there is a burgeoning 
set of social channels that some of the savviest 
marketers—both in B2C and B2B markets—are 
developing into entire social CRM ecosystems. 
Simultaneously, to better engage with customers 
during the pandemic, 67% of the C-suite 
respondents said they increased their presence on 
social media (highest of all engagement strategies; 
figure 2). Now, as more companies—especially in 
China—leverage their social channels to more 
broadly and dynamically interact with customers, 
 a new set of use cases are emerging through 
social CRM.

So, what is social CRM? Brands are leveraging 
their social platforms as an avenue to provide “one-
on-one service” at scale.5 Take B2B company Sany 
Heavy Industry, for instance. The heavy machinery 
manufacturing company uses social messaging 
platforms to not only highlight the machinery in its 
catalog but also to provide interested parties a 
simple way of scheduling a meeting with a sales 
representative.6 

Although marketers have long been using social 
platforms to message content through influencers 
or key opinion leaders (KOLs), some are now doing 
it at a more microlevel by creating virtual KOLs.7 

Source: Deloitte Global Marketing Trends C-suite Survey.
Deloitte Insights | deloitte.com/insights

FIGURE 2

Through the pandemic, how has your organization interacted with customers?

Top three responses

Increased presence 
on social media

Significantly altered digital 
platforms to better meet 

customer needs

Increased the number 
of virtual events and 

workshops

Leveraged customer feedback to rapidly prototype new offers

Stood up virtual competitions to generate new ideas

Served new customers outside the organization’s industry

Served new geographic markets

None of the above

35%

27%

20%

19%

2%

67% 57% 49%
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For example, China-based cosmetics company 
Perfect Diary developed a virtual KOL, Xiao Wanzi, 
to offer her followers advice on its products and 
share tutorials on using them in the best way. Part 
of what makes her so good at her job is that she 
isn’t real!8 Perfect Diary developed the virtual 
persona of Xiao Wanzi to interact with consumers 
and help set trends in the marketplace. 

Both Perfect Diary and Sany Heavy Industry are 
examples of companies pioneering the use of social 
media for large enterprise digital marketing and 
commerce. For many companies based in the 
western hemisphere, this trend is just beginning to 
take form, with many refining their social 
strategies within their Chinese markets.

Starting your journey to agile

For organizations to be able to implement 
these tools and capabilities effectively and 
make agile marketing a reality, the C-suite 
needs to operate from a foundation of a 
clear, enterprisewide vision. Based on our 
research, here are three steps marketers 
can take to create and execute on their 
vision of agile marketing:

1. Lead through the customer. With CDPs 
becoming more commonplace (and better 
supported by major technology vendors), 
marketers can be bold in their aspirations. This 
starts with understanding the customer and 
their needs—a position the CMO is uniquely 
qualified to navigate (see our trend on Fusion to 
learn more).9 Our research shows that CMOs 
have a significant impact on customer 
experience conversations within the C-suite 
(81%). They can use this position of knowledge 
to help map out a unified vision for 
the organization.

2. Collaborate on channel strategy design. 
When we asked members of the C-suite which 
functional areas will be most critical over the 
next year, digital technology and sales and 
marketing were cited the most (68% and 63%, 
respectively). Naturally, these two areas will be 

It’s upon the CMO to help the 
C-suite articulate a vision that 
brings these tools to life to engage 
with and respond to customer 
needs as they develop.
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Endnotes

incredibly relevant while designing a channel 
strategy that works in concert across the 
customer journey. In this context, the CMO and 
chief information officer (CIO) can better 
position their agile strategy by bringing key 
members of the C-suite—such as the chief sales 
officer (CSO)—into the fold early and 
incorporate their needs and insights into the 
channel strategy design.

3. Rapidly prototype—and launch—new 
offers. For agile marketing to be successful, 
speed is of paramount importance. Yet, figure 2 
shows that only 35% of organizations are 

leveraging customer feedback to rapidly 
prototype new offers. Considering the 
importance of relevant messaging—coupled 
with a clear understanding of the customer 
journey—there may be no better time to lean on 
sensing technology and social CRM to embrace 
rapid execution.

For the first time, the tools to successfully execute 
agile marketing are readily available to organizations. 
Now, it’s upon the CMO to help the C-suite articulate 
a vision that brings these tools to life to engage 
with and respond to customer needs as  
they develop.
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Pivot your thinking from 
speed-to-market and 
efficiency plays to fostering 
the human connection.

Human Experience
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WHAT’S MORE IMPORTANT—efficiency 
or the human experience? It’s the choice 
between taking a cheaper flight or a 

safer one; buying clothing with the fastest delivery 
or from the supplier with the most ethically 
designed supply chain; relying on a “robo adviser” 
for your investments or taking out time to ensure 
your money is directed toward investments that 
align with your values.

In our inaugural Global Marketing Trends  
report, we discussed in the Human Experience 
chapter how organizations need to pay down  
their “experience debt.”1 That is, when 
organizations design their digital future for 
efficiency, rather than human connection, a debt 
accrues, and this debt can manifest in biased 
results, lack of inclusivity, and feelings of 
social isolation. 

Then COVID-19 swept the globe. For some 
organizations, these more efficient but less 
human-centric solutions proved 
insufficient at a time when technology 
became the primary conduit to human 
connection. As people looked to digital 
solutions that deepened this connection, 
they often moved away from the companies 
that didn’t—or couldn’t—reflect what they 
value, toward those that elevated the human 
experience. For instance, when we surveyed almost 
2,500 global consumers in April, one in four people 
strongly agreed that they walked away from brands 
they believe acted in self-interest. Simultaneously, 
more than 70% agreed that they valued the digital 

innovations that deepened their connection with 
others during COVID-19.

We then dug deeper and asked more than 400 
executives in May the top outcomes they hoped to 
achieve while responding to the pandemic. 
Interestingly, three intuitive outcomes topped the 
list: Improving productivity and efficiency, 
improving risk management, and accelerating 
organizational moves to digital platforms and 
technologies (figure 1). Of course, with many 
organizations scrambling to find any possible 
means to preserve their business, striving for 
efficiency and better risk management is a logical 
path forward. But something else also caught our 
eye: This period of uncertainty put a spotlight on 
our universal need for connection. Our executive 

survey found that improving customer engagement, 
retaining top talent, and increasing the company’s 
impact on society—all ways to connect with 
customers, workforces, and society—were the next 
most important objectives for many organizations.

Know thyself
How enterprise values drive the human experience

Organizations should  
view themselves as human 
entities that mirror—and 
support—the values of those 
they are built to serve.

https://www2.deloitte.com/us/en/insights/topics/marketing-and-sales-operations/global-marketing-trends.html
https://www2.deloitte.com/us/en/insights/topics/marketing-and-sales-operations/global-marketing-trends/2020/human-experience.html
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So, how do executives strike a balance between the 
organizational need for greater efficiency and 
people’s universal need for human connection? We 
believe it starts with being more human. Just as 
COVID-19 and a reckoning with systemic racism 
led to people reevaluating and reflecting on their 
personal values, organizations should do the same 
to meet the needs of their customers, workforces, 
and business partners. They should view 

themselves as human entities that mirror—and 
support—the values of those they are built to serve.

To truly ensure that an organization operates as a 
human entity, it needs to balance human needs 
with speed-to-market and efficiency objectives—or 
risk greater accrual of “experience debt.” In this 
article, we lean on our research and examples from 
the field to provide leaders with a road map to help 

Source: Deloitte Global Marketing Trends C-suite Survey.
Deloitte Insights | deloitte.com/insights

FIGURE 1

Greater productivity and efficiency are the top outcomes executives hope to 
achieve while responding to COVID-19

Efficiency-oriented outcome            Human experience-oriented outcomes            Other business outcomes

6%

17%

17%

27%

28%

28%
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33%

35%
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42%

Disrupt your industry

Create differentiation with your competition

Drive greater revenue

Change your business model

Reduce internal/operational costs

Increase company’s impact on society

Retain top talent

Improve engagement with your customers

Accelerate your move to digital platforms/technologies

Improve risk management

Improve productivity and efficiency
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bring human values to the forefront of their 
solutions and empower them to respond quickly—
and authentically—to human needs. 

Reimagining organizations 
to be more human

Times of societal disruption—such as the ongoing 
pandemic—can be a call to action for companies to 
rethink their values, operations, and infrastructure. 
It’s an opportunity to innovate and rebuild the 
human experience in a manner that addresses our 
collective needs. Here are two ways in which an 
organization can transform itself into the more 
human-centered enterprise the world is expecting:

BRINGING VALUE-BASED 
SOLUTIONS TO MARKET
Why start with values? Because values drive human 
emotions and actions—they are not the things we 
do, but explain why we do them (figure 2).2 Ninety-
five percent of our purchasing decisions are 
driven by subconscious urges, the biggest of 
which is emotion.3 In our earlier study 
covering 16,000 persons, we found more 
than half of all people desired a more “human” 
experience from their virtual environments.4 

And as time went on, even these virtual experiences 
had diminishing returns as technology couldn’t 
fully compensate for in-person interactions. 

Complicating matters is the fact that in the past, 
organizations relied on in-person interactions to 
bolster the human connection while new-age 
digital solutions are likely a little less human. 
Promisingly, however, some companies have been 
able to quickly pivot and revamp their digital 
environments to better foster this connection. For 
instance, Kenu, a smartphone accessory 
manufacturer, used to regularly visit its Chinese 
partners to tour their manufacturing plants and 
connect with key stakeholders.5 When travel 
became restricted due to the pandemic, Kenu 
moved these visits to a virtual environment. 
By using 360-degree remote cameras and a 
collaboration platform named AVATOUR, Kenu 
continued to conduct regular plant tours with key 
business partners. An added benefit of going 
digital: They can now meet anytime.

Virtual experiences have 
diminishing returns as technology 
can’t fully compensate for  
in-person interactions.

https://www.deloittedigital.com/content/dam/deloittedigital/us/documents/offerings/offering-20200730-uncertainty-clusters.pdf
https://www.deloittedigital.com/content/dam/deloittedigital/us/documents/offerings/offering-20200730-uncertainty-clusters.pdf
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While this is an example of connecting in a virtual 
environment, how can organizations deepen the 
human connection in the physical space? Our 
research revealed that Americans can be segmented 
into three distinct patterns of behaviors and 
perspectives (we call them clusters): the Protectors, 
the Pragmatists, and the Prevailers.6 Each cluster is 
named to convey the mindsets and motivations of 
the individuals that fall within it. Pragmatists are 
inherently curious people who like to control their 
routines. Although these people are generally 
cautious while navigating their pandemic 
environments, they are also open to trying new 
things that prioritize safety. Then there are the 
Prevailers—while they too value control, Prevailers 
tend to over-index on trying new things on their own 

terms (Protectors fall in the middle of the clusters). 
Prevailers are less willing to change their behavior in 
the service of “blind” pandemic safety mandates. 

For organizations serving both Pragmatists and 
Prevailers, this means designing experiences that 
make people feel safe while also cultivating a space 
that allows them to connect. One company, Clear 
Mask, responded to these issues by developing a 
mask that, as the name implies, is clear.7 Now, 
people can choose masks that offer the added 
communication benefit of facial expressions being 
visible. Further, these masks also support more 
inclusive design practices as they empower those 
with hearing impairments to communicate more 
easily while wearing masks.

Source: HX in Uncertainty research.
Deloitte Insights | deloitte.com/insights

FIGURE 2

The human experience starts with our core values

The HUMAN EXPERIENCE 
is driven by values, emotions, 
and actions

TRUST is the underlying 
foundation for the human 

experience

Values

Emotions

Actions

Trust
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At a more micro level, it’s important for brands to 
understand their purpose. For instance, global 
furniture company IKEA has a vision to “create a 
better everyday life for the many people—for 
customers, but also for our coworkers and the 
people who work at our suppliers.”8 To help 
develop new home design ideas in an environment 
that’s safe for both customers and employees, IKEA 
offers an augmented reality design room that pairs 
customers with interior designers and technologies. 
It also enables them to walk through their homes 
and visualize what different combinations of 
products could look like in their living spaces.9  

REDESIGNING INFRASTRUCTURE 
TO RESPOND TO SOCIETY’S 
MOST PRESSING NEEDS
Crises always create opportunities for 
organizations to reset, innovate, and better serve 
the needs of individuals and communities. For 
instance, consider the devastating effects of 
Hurricane Katrina in the United States in August 
2005.10 At the time, it was estimated that 80% of 
New Orleans was flooded due to the city’s poor 
infrastructure and engineering policies. Following 
the disaster, the city invested in modern 
engineering and sophisticated computer modeling 
techniques to create the best flood control system 
of any coastal city in the United States. 

Companies can use times of unrest to assess if they 
are prepared to respond, and if not, use their 
learnings to redesign internal processes and 
policies to come out stronger than before. 
Members of the Business Roundtable, a nonprofit 
organization of CEOs from some of the world’s 
leading brands, have already released a statement 
on the “purpose of a corporation.” The statement 
acknowledges that businesses need to address 
needs such as employee fairness, ethical supply 
chains, and protect and support the communities 
they work in.11 

Some leading brands today are actively engaging in 
such self-assessment and making changes to their 
infrastructure and policies to meet the needs of 
society. For example, to address issues of inequality 
and systematic racism, PepsiCo CEO Ramon 
Laguarta in an open letter talked about the three 
pillars of policy changes—and corresponding 
measurable goals—that the company has 
implemented.12 Here are some steps PepsiCo has 
taken around each of the three pillars:

• People: To increase the representation of 
minorities in its ranks, the company has 
announced a goal to expand its Black 
managerial population by 30% by 2025. In 
addition, it is focusing on increasing 
recruitment efforts with Historically Black 
colleges and universities.

• Business partners: PepsiCo also stated that 
it will double its spending on Black-owned 
suppliers and leverage its influence to create 
more roles for Black creators at its 
marketing agencies.

• Communities: To help drive long-term 
change, PepsiCo will invest US$20 million 
more dollars over the next five years in Black 
communities. This includes programs designed 
to provide jobs, nutrition, and mentoring and 
management training for Black-owned 
small businesses.

Similarly, yogurt producer Chobani built a 
comprehensive approach to supporting its entire 
ecosystem of stakeholders. For instance, to bring 
better food to people around the world, the 
Chobani Incubator provides innovative food and 
beverage startups with grants, mentorship, and 
access to its partner network.13 And in terms of its 
own people, Chobani Shares invites all full-time 
employees the chance to own equity in the 
company and share in its growth.14
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In the absence of such a deliberate approach—as 
adopted by PepsiCo and Chobani—to address 
human needs, organizational trust can erode. 
These examples highlight an important takeaway: 
Addressing the most pressing needs of people can 
take more than just good intentions—it can require 
a deliberate effort to uncover human needs and 
address those needs holistically.

Becoming a bit more human

Reimagining your organization to be more human 
often starts with empathetic leadership. Here are 
three areas leaders can focus on today as part of 
their longer-term journey to better elevate the 
human experience:

• Look for blind spots: It’s hard for an 
organization (or an individual) to see 
their own blind spots. It’s also a very 
personal process that most likely starts 
with the CEO playing an active role in 
reaching out and listening to those the 
organization represents. Thankfully, the 
CEO can start each one of these 
conversations on the premise of one 
universal fact: We are all humans with 

the need for connection.15 This entails listening 
to customers, employees, and business 
partners to understand—and address—what 
matters most to them.

• It’s OK to sit out (for a little while): Speed 
to market is always a pressing business need, 
and it’s not acceptable to stay put, but 
sometimes your organization just isn’t ready to 
jump in on the conversation—and that’s okay. 
It’s better to sit out and ensure your words 
match your actions rather than unwittingly 
straying into one of those “blind spots.” 
Organizations can use such times to reflect and 
build a plan to systematically address any 
issues from within before they speak up. This 
can not only allow them to respond better when 

Meeting the most pressing 
needs of people requires 
a deliberate approach to 
uncovering these needs and 
addressing them holistically.
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they’re ready, but it also can help ensure that 
their messages are authentic.

• Be proactive (when you are ready): 
Building an authentic brand typically starts 
with living out the espoused values of the 
organization. And when a brand’s values match 
stakeholder values, better solutions can come to 
fruition. So, how can organizations proactively 
align their values with those of stakeholders? On 
many executive teams, the CMO is seen as the 
customer champion (and hopefully, more 
broadly, as the human champion).16 The CMO 

can use this position to advocate the needs of 
their most important stakeholders and ensure 
that the entire organization is positioned to 
address those needs authentically.

Moving fast and striving for efficiency will always 
be important for businesses, but in times of crisis, 
we’re reminded of what’s unchanging—people’s 
values. When we pause to reflect on what people 
need, we can design more sustainable solutions 
that tap into what makes us human—our universal 
need for connection.
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To build trust in these turbulent 
times, brands should look at 
what people value—rather 
than what they look like—and 
ensure their promises are in 
sync with their competence to 
deliver on them.

Trust
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TRUST IS A highly contextualized conversation. 
In the C-suite, a CEO may see trust as 
delivering on the promise of bringing 

innovative products and services to the market. 
The chief information security officer (CISO) may 
view trust in terms of data transparency and 
cybersecurity, and the chief marketing officer 
(CMO) may think of it as brand messaging and 
experience. Outside of the C-suite, trust is 
contingent on what customers—and employees—
value the most. But while the meaning of trust 
varies by audience, one thing is universally 
constant: When delivery doesn’t meet expectations, 
trust breaks down. 

COVID-19—like any other crisis—put the spotlight 
on the relationship between brand and trust. 
That is, a brand’s reputation is determined by the 
connection between what is promised (i.e., 
messaging and advertising) and what is delivered 
(i.e., experiences). When the gap between promises 
made and what’s delivered widens, trust erodes 
and the bottom line suffers. 

How much can this hurt a brand? In April, we 
surveyed 2,447 people across eight countries to 
better understand how people perceived—and 
responded to—brands during the early days of 
COVID-19. As may be expected, people were highly 
attuned to the negative actions brands took during 
the pandemic, with 66% being able to recall when 
brands acted in their own self-interest (e.g., raising 
prices on essential items). Perhaps, though, the 
biggest loser was the bottom line as more than one-
in-four respondents strongly agreed that such 

actions spurred them to walk away from the brand 
in question.

With so many complexities, it’s easy to see how 
brands can easily miss the mark while honing their 
messaging and delivering on promises. In an effort 
to help brands design messaging that resonates 
with their stakeholders—and authentically deliver 
on the promises made—we drew on some key 
insights from our research on trust and human 
values. In this article, we explore how: 

• Brands can better connect promises with the 
products, services, and experiences they can 
competently deliver.

• The entire C-suite can breathe the mission of 
trust throughout the organization.

• Marketers can directly speak to—and 
address—the values of their customers, 
workforces, and business partners.

Closing the gap between  
what we say and what we do

People may think highly of your brand, but that 
doesn’t necessarily predict future behaviors, such 
as remaining loyal to or promoting a brand. There 
are, however, some signals marketers can build 
into their messaging and actions to measure this 
relationship and nudge future customer and 
employee behavior. Earlier this year, we surveyed 
3,000 customers and 4,500 employees in the 
United States to better understand the link 
between trust and decision-making.1

The promises we keep—or don’t 
When messaging connects to delivery, trust flourishes
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 Through multivariate analysis, we identified four 
signals—humanity, transparency, capability, and 
reliability—that measure trust and, more 
importantly, influence future behavior  
(see sidebar, “The HX TrustID” to learn more). 

Humanity and transparency reflect a brand’s 
intentions while capability and reliability 
demonstrate its competency in fulfilling those 
intentions. For marketers seeking to build and 
strengthen brand reputation, this can be translated 
into messaging (intentions) and delivery 
(competence). Brand messaging should maintain 
transparency in its intentions and reflect its 
humanity. At the same time, the delivery of its 
experiences and products needs to be 
consistently reliable and capable of doing 
what is promised. 

By isolating each of these signals and 
reviewing how they’re incorporating them 
into their messaging and actions, brands 
can better identify where they are 
operating with trust and which areas they 
need to improve upon. 

We’ve seen in our research that 82% of customers 
are more likely to visit businesses that ensure the 
safety and well-being of their employees, and 31% 
say this is imperative to earn their repeat business 
(highest of all customer priorities).2 As such, if 
brands promise that individual well-being is a 
priority but make employees work in unsafe 
environments, there will naturally be a gap 
between stated intentions and competence. 
Patagonia, an international outdoor apparel brand, 
has taken significant measures to transparently tie 
its promise of ethical supply chains—and worker 
conditions—with the delivery of its end products.3 

With this in mind, every product that is showcased 
directly links back to a “Footprint Chronicle” which 
explains in detail how and where the product was 
made across the supply chain.

Making trust matter 
for everyone

At the onset, we noted how trust can mean 
different things to different stakeholders. As such, 
ensuring that a brand’s intentions and competence 
are aligned takes more than just a good creative 
strategy. It requires a holistic trust strategy that 
consistently elevates the human experience for the 
brand’s customers, employees, and business 
partners. For marketers trying to weave multiple 
dimensions of trust into a single message, this 
means zooming out and taking an enterprisewide 
view of the brand and how it can fully deliver on 
trust (see our trend on Purpose to learn more). 

Building trust requires a coordinated effort 
between a number of key functions, including 
product development, information security, talent, 
and marketing strategy, among others. However, 
this can be challenging as different functions and 
roles are responsible for different activities across 
the enterprise (figure 1). While some areas, such as 
marketing strategy, have a clear owner, others such 
as product road map and corporate culture are 
more democratized across the C-suite.

Some companies are addressing this fragmented 
trust environment by establishing new roles that 
better encompass the multiple facets of trust. For 
instance, Forcepoint, a cybersecurity company, 
recently created a chief strategy and trust officer 
role.4 In organizations such as WW (formerly 
Weight Watchers), the chief people officer is 
responsible for delivering on all parts of the 

Building trust requires a 
coordinated effort between a 
number of key functions.
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THE HX TRUSTID
When we launched our research study to better understand how trust influences behavior 
(referred to as the HX TrustID), we found strong correlations between the four signals—humanity, 
transparency, capability, and reliability—and customer and employee behavior.5 

The graphic below shows that when trust is viewed through the human experience (HX) lens, 
humanity and transparency reflect intent while capability and reliability demonstrate competence.

 

From the original article, we provide a few examples of how trust can lead to powerful business 
outcomes when brands demonstrate these signals. 

When brands demonstrate humanity:

• Customers are 1.6 times more likely to purchase from the brand over competitors

• Employees are 2.6 times more likely to feel motivated at work

When brands demonstrate transparency in their intentions:

• Customers are 2.8 times more likely to continue purchasing from the brand after a data breach

• Employees are 1.7 times more likely to be satisfied with their compensation

When people believe a brand possesses the capability of delivering on its promises:

• Customers are 2.4 times more likely to be repeat purchasers

• Employees are 2.4 times more likely to show up to work on time

When brands are routinely reliable:

• Customers are 2 times more likely to recommend the brand to a friend

• Employees are 1.7 times more likely to positively review their company on social media

To learn more about the HX TrustID and the methodology behind it, click here.

HX lens applied 
to intent

HX lens applied 
to competence

Humanity
Genuinely caring for 
the experience and 
well-being of others

Transparency
Openly sharing 

information, motives, 
and choices in 
plain language

Capability
Possessing the 
means to meet 

expectations

Reliability
Consistently and 

dependably 
delivering 

upon promises 
made 

The HX 
TrustID 

https://www.deloittedigital.com/content/dam/deloittedigital/us/documents/offerings/offering-20200706-hub-trust-hx.pdf
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employee experience.6 Both cases represent a shift 
in mindset based on the acknowledgment that  
trust is an organizationwide issue and requires 
executive-level coordination.

Shifting the focus from 
demographics to values

Most marketers don’t seem to have a significant 
impact on aspects of the business outside of their 
traditional role (figure 1). However, there is a 
better way in which marketers can galvanize the 
entire organization around a single mission of 
trust—by focusing on the values that matter to the 
customer and employee. 

Historically, marketing has considered 
demographics such as location, age, and gender as 
key inputs while segmenting audiences and 
crafting messages that (hopefully) resonate with 
the customer. But demographics are really a “best 
guess” method of meeting people’s needs and 
spurring action—they are, at best, a proxy for how 

the customer may behave or what they value. On 
the contrary, by speaking directly to what people 
value, marketers can inform the entire organization 
of a more meaningful way of addressing the needs 
of the people they are built to serve. 

In our “Value Compass” research, we found that 
pivoting from segmenting based on what people 
look like to what they value creates a stronger link 
to customer behavior.7 Why is that? Our values 
inform our feelings and, consequently, our actions. 
That is, when a brand connects on a humane, 
empathic level, people are more open to trusting its 
intentions and believing that their needs are truly 
being addressed. Further, by understanding 
people’s values, brands can ensure that the 
promises they make actually align to what their 
audiences care about most (i.e., a signal that your 
brand understands its stakeholders’ values). 

The Value Compass research also shows that at the 
highest levels, almost everyone aligns to some 
combination of eight cardinal values: ambition, 
trying new things, curiosity, sharing with others, 

Source: Deloitte Global Marketing Trends C-suite Survey.
Deloitte Insights | deloitte.com/insights

FIGURE 1

Where executives indicated they have a significant impact in the C-suite

CEOAverage CFO CMOCIO/CTO CHRO COO

Competitive landscape/disruption 20% 38% 17% 22% 17% 14% 10%

Customer experience 39% 44% 36% 46% 29% 27% 52%

Marketing strategy 40% 53% 30% 39% 81% 11% 21%

Mergers & acquisitions 20% 36% 29% 20% 9% 17% 7%

New markets 36% 52% 25% 20% 67% 17% 38%

Digital transformation 33% 36% 32% 65% 22% 10% 34%

Performance: Financial indicators 28% 44% 70% 28% 12% 10% 7%

Performance: Other success indicators 32% 42% 29% 29% 20% 35% 34%

Product road map (e.g., R&D) 40% 48% 48% 35% 39% 18% 56%

Security/risk management 33% 47% 29% 52% 23% 11% 34%

Talent acquisition or corporate culture 31% 47% 14% 20% 19% 68% 18%

https://www.deloittedigital.com/content/dam/deloittedigital/us/documents/blog/blog-20190807-ehx.pdf
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belonging, caring for others, 
control, and learning new things.

By starting here, we can identify 
universal needs and behaviors. 
For instance, insights from a 
recent study conducted during 
COVID-19—Respond, recover, 
and thrive: Aligning with 
human values—found one of 
these eight values—control—
moved to the forefront of 
people’s minds as the pandemic 
spread.8 Across population 

demographics, control, as a core 
value, increased in importance by 31%. 

Now, let’s consider how it’s playing out in a 
particular segment—frequent travelers. Many 
hotels that have taken note of the rise in the need 
for “control” among customers are bolstering their 
apps to allow guests greater control over their 
stays, and in a contactless environment.9 Or at the 
organizational level, Delta Air Lines created an 
entirely new Global Cleanliness division within its 
Customer Experience organization to reimagine its 
cleanliness standards.10 Headed by a vice president 
of cleanliness, Delta worked with outside health 
experts to develop the Delta “CareStandards.” For 
passengers, CareStandards brought new solutions 

to market; for example, “care kits” that help Delta 
travelers feel at ease and confident that their safety 
is taken seriously. And, as importantly, 
CareStandards has already helped increase 
employee protection as the number of Delta 
employees testing positive for COVID-19 is “well 
below the national average.” 

Bringing it back to the power of tying promises to 
delivery, Delta started by understanding what their 
stakeholders value, transparently messaged how 
they are addressing those values, and embedded 
multiple delivery touchpoints throughout their 
processes to ensure cleanliness and safety for 
customers and employees.

When a brand connects on a humane, 
empathic level, people are more open to 
trusting its intentions and believing that 
their needs are truly being addressed.

https://www.deloittedigital.com/content/dam/deloittedigital/us/documents/offerings/offerings-20200521-cm-aligning-human-values.pdf
https://www.deloittedigital.com/content/dam/deloittedigital/us/documents/offerings/offerings-20200521-cm-aligning-human-values.pdf
https://www.deloittedigital.com/content/dam/deloittedigital/us/documents/offerings/offerings-20200521-cm-aligning-human-values.pdf
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Such values-based segmentation can get even more 
granular. Consider people’s willingness (or the lack 
of it) to share their data with an organization. In 
our COVID-19 consumer survey, 21% strongly 
agreed they were willing to share their data with 
businesses to help respond to the pandemic. One 
would expect this number to be lower for those 
who usually have a high level of concerns around 
sharing personal data. Yet, figure 2 shows that 
those most highly concerned about data privacy 
are also the ones most willing to share their data 
with businesses to respond to COVID-19—30% 

versus 16% for those not as concerned about  
data privacy. 

Why is that? It turns out that those who are most 
highly concerned about sharing data put a premium 
on data transparency (67% for those with high data 
privacy concerns versus 37%) and believe that 
businesses should use this data in an ethical 
manner (72% versus 39% for everyone else). In this 
specific case, it’s not about how people generally 
behave; it’s about uncovering what’s important to 
them in these times—and others—and speaking to 
those values directly. 

Source: Deloitte Global Marketing Trends Consumer Pulse Survey.  
Deloitte Insights | deloitte.com/insights

6%

11%
9% 10%

30%

20%

39%

29%

16%

30%

Strongly agreeSomewhat agreeNeither agree 
nor disagree

Somewhat disagreeStrongly disagree

FIGURE 2 

Those most concerned about data privacy are also most willing 
to share their data to respond to the pandemic

High data privacy concerns            Low-to-moderate data privacy concerns
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Building trust

To be able to deliver on their promises and meet 
customers’ evolving value-based needs, brands 
need to align their intentions with their actions (or 
competency). And all members of the C-suite—not 
just the CMO—need to come together to bring 
about this alignment. Here are some steps 
leadership can take in this direction:

• Don’t stay in your lane: While clear functional 
owners exist in most organizations, trust 
requires collaboration across the C-suite. This 
means developing cross-functional teams that 
align on trust-related KPIs, assigning 
ownership for those KPIs, and developing a 
road map for closing the gap between 
intentions and competency. 

• Choose your trust competencies wisely: How 
you demonstrate trust may be conditional on 

your organizational goals. If, for example, your 
customers value transparent and ethical data 
usage, it may be important to incorporate 
straightforward messaging on how your 
organization will use their data and ensure 
systems are in place to protect that data from 
both cyber risks and invasive data practices.  

• Expand the marketer’s toolkit: It’s hard to 
deliver on trust when the marketing 
department mirrors the skills of an ad agency. 
Delivering holistically on trust requires a wide-
ranging collection of skill sets, including 
expertise in product development, analytics, 
and a deep understanding of revenue models. 

Trust is the gap between messaging and delivery. 
The good news: Organizations now have the tools 
to close that gap, and in the process, create 
something people wholeheartedly trust to deliver 
upon their needs.
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Marketers can benefit—and 
stay ahead of the competition—
by crafting an engagement 
strategy that leans into 
customer participation at its 
deepest levels.

Participation
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AS BRANDS RUSH to respond to the ever-
changing COVID-19 landscape, pivoting 
business models has become the norm. 

While the potential directions a brand can take 
are numerous, one path stands out among the 
rest: pivoting the way brands engage with 
customers. When we surveyed 405 executives in 
May of this year, 64% said they transformed the 
way their organization engages with customers to 
better respond to the pandemic (most selected of 
all options).

A year ago, our 2020 Global Marketing Trends 
report discussed how customer participation is 
changing the way brands craft their engagement 
strategies (see sidebar, “What is participation?”). 
Notably, how deeply a customer engages with and 
participates in a brand can vary across a wide 
spectrum. Participation can manifest in low-touch, 
low-effort activities such as writing online reviews 
and posting about a brand on social media, to 
deeper forms such as cocreating with a brand to 
develop new products or produce original content 
(e.g., uploading videos and blogging). And as 

digital technologies bring people and brands closer 
together (see our trend on Agility to learn more), 
the deeper, higher-effort forms of participation are 
gaining in popularity.  
 
Customer engagement is quickly becoming a two-
way street where customers participate as brand 
ambassadors, influencers, collaborators, and 
innovators.1 As such, marketers can benefit—and 
differentiate themselves from the competition—by 
crafting an engagement strategy that leans into 

participation at its deepest levels and 
maximizes its mutual benefits for 
customers and brands.

In light of these emerging trends, we 
launched an in-depth study that 
polled 7,506 consumers across four 
countries—the United States, the 
United Kingdom, Brazil, and China—
to better understand who is 
participating in brands, why they do 
it, and where they engage the most. 
We then drew on our primary 

research and examples from the field to explore 
how participation is coming to life across the globe 
and how marketers can lean into it while building 
their customer engagement strategy. 

Participation across the 
engagement spectrum

We wanted to understand how people participated 
over the past year across a variety of engagement 
activities, from the lower to the higher end of the 

A two-way street
How customer participation  
fuels your engagement strategy

Customer engagement is 
quickly becoming a two-
way street where customers 
participate as brand 
ambassadors, influencers, 
collaborators, and innovators.

https://www2.deloitte.com/us/en/insights/topics/marketing-and-sales-operations/global-marketing-trends/2020/customer-participation.html


46

2021 Global Marketing Trends: Find your focus

spectrum. For lower-level activities, we asked if 
respondents participated in online conversations 
(e.g., posting on social media) or wrote online 
reviews. Alternately, to capture deeper forms of 
participation, we asked if they gave online advice 
(e.g., video tutorials or “how to” expertise); posted 
original content about a brand (e.g., visual content 
or blogging); or cocreated by providing direct input 
on the development of products or services (e.g., 
entering contests for design ideas or direct 
cocreation). 

Incredibly, we found that 56% of people engaged in 
at least one activity over the course of the past year 
(figure 1). Though it’s unsurprising that most 
participation occurred at the lower end of the 
spectrum—32% participated in online 

conversations about brands—deeper, higher-effort 
forms of engagement were also well represented.

Twenty-one percent gave online advice on products 
or services, 15% provided direct input on design, 
and 14% developed original content for a brand—
all clear indicators of strong brand engagement, 
interest, and, in many cases, advocacy.  

In the ensuing sections, we explore several trends 
related to participation: Who is participating 
across countries and age demographics, where are 
they doing it most often, and what motivates 
people to engage in deeper forms of participation. 
These insights can help marketers develop an 
engagement strategy that leans into participation.

Incredibly, we found that  
56% of people engaged in 
at least one digital activity 
over the course of the  
past year.

WHAT IS PARTICIPATION?
Customer participation represents both the passive and active ways in which people interact to 
influence brands. Passive participation may include low-touch, low-effort activities in which people 
provide feedback (e.g., writing reviews) or discuss a brand, while active participation represents the 
more purposeful and involved ways people interact with brands (e.g., cocreation and developing 
original content). 
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Source: Deloitte Global Marketing Trends Participation Survey.  
Deloitte Insights | deloitte.com/insights

FIGURE 1 

Although Brazil led in participation in sheer numbers, China led in deeper 
forms of participation

Overall: 56%

Participation by country

Participation across the spectrum

United States United Kingdom China Brazil

49% 51%
59%

67%

Participated in online conversations (social media, brand platforms, community sites)

Wrote online reviews (e-commerce sites, review platforms)

Gave online advice to others on specific products or services (video tutorials, providing “how to” expertise)

Provided direct input on the design of a product or service (cocreation, contests for ideas/designs)

Developed and posted content about a brand (visual content, blogging)

None of the above

32%

28%

21%

15%

14%

44%

Who’s participating: 
Global leaders

Of the four countries we surveyed, Brazil led the 
pack with 67% participating in some manner or the 
other. When we dug deeper, we found most of this 

was driven by low-to-medium level activities, with 
40% participating in online conversations, 36% 
writing reviews, and 33% giving advice to others. 

China, while second in overall participation, led in 
its deepest forms, with nearly one in four people 
providing direct input on design and one in five 
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developing original content for a brand. This isn’t 
surprising as China has been ahead of the curve in 
pioneering the use of social media for customer 
engagement (see sidebar, “The social ecosystems of 
China” to learn more). For instance, Chinese 
platforms such as Little Red Book (Xiaohongshu) 
use social as both an e-commerce platform and, in 

the case of participation, as a forum for customers 
to converse with key opinion consumers.2 Unlike 
key opinion leaders, who often possess some level 
of fame, key opinion consumers are mostly regular 
people who have garnered a following because of 
their knowledge and/or expertise in a brand’s 
products or services. 

Source: Deloitte Global Marketing Trends Participation Survey.  
Deloitte Insights | deloitte.com/insights

FIGURE 2 

How participation changes with age

Overall participation by age

Participation by age across the engagement spectrum

Ages 18–25 Ages 26–45 Ages 46+

73% 64% 42%

Participated in online conversations (social media, brand platforms, community sites)

Wrote online reviews (e-commerce sites, review platforms)

Gave online advice to others on specific products or services (video tutorials, providing “how to” expertise)

Provided direct input on the design of a product or service (cocreation, contests for ideas/designs)

Developed and posted content about a brand (visual content, blogging)

37%
37%

25%

33%
33%

30%
28%

12%

18%
20%

20%
19%

7%

8%

22%
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Who’s participating:  
With age comes passion

As many may expect, younger generations interact 
most frequently with brands. Figure 2 shows while 
Generation Z (ages 18–25) participates in brands at 
a rate of 73%, the rate gradually declines to 42% for 
people over the age of 45. The gap especially 
increases for deeper forms of participation, with only 
7% of people over age 45 developing original content 
versus nearly 20% of those who are 45 and younger. 

As we sought to understand why there are 
differences in participation by age, one theme 
stood out: passion. When we asked respondents if 
they engaged in these activities because they were 
passionate about a specific brand, product, or 
service, we found age is highly correlated with 
passion and engagement. That is, the older the 
individual, the bigger the role passion plays in 

participation. Across all forms of engagement, Gen 
Z agreed that passion plays a role between 54% and 
65% of the time. By comparison, those older than 
25 said passion is relevant 76% to 85% of the  
time (figure 3). 

Though it’s difficult to say definitively, this trend 
may be a reflection of the fact that Gen Z grew up 
in a digitally native environment while older 
generations had to actively learn how to navigate 
various technologies and forums for participation. 
Thus, for Gen Z, participation may simply be part 

of their core mindset and a natural behavior 
while older people may need the extra 
motivation of passion to engage with brands 
digitally. 

DeWalt, a global tools manufacturer, tapped 
into consumer passion by forming an insights 
community of 8,000 tradespeople and 4,000 
do-it-yourselfers (DIYers).3 DeWalt provides 
individuals within this community with tools 
to test, say, during a home improvement 
project. The ask: customer feedback. DeWalt 
estimates this community has saved the 
company more than US$6 million in R&D cost.

Participation frequency: 
The few but mighty

Industries that witness the most engagement are 
fairly consistent across the participation spectrum. 
Specifically, we see electronics, beauty and personal 

THE SOCIAL ECOSYSTEMS OF CHINA
In China, many leading brands are developing intricate social strategies that maximize engagement 
for both participation activities and customer types. For instance, some platforms are built to 
encourage people to upload video tutorials while others work like search engines that pair people 
with the most relevant key opinion consumers (e.g., Little Red Book). Among customer types, 
younger audiences are gravitating toward interactive platforms such as Bilibili while older individuals 
are likely to stick to “what they know.” In all cases, marketing leaders can proactively follow this 
blueprint to identify the role each platform can play in crafting their strategies.

We found age is highly 
correlated with passion  
and engagement. That is, 
the older the individual, 
the bigger the role passion 
plays in participation.
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care, health and wellness, apparel and footwear, 
and grocery and beverage consistently represented 
in the top five industries as far as participation is 
concerned. Their representation at the top is 
mostly intuitive as they see relatively frequent 
purchases whereas categories such as furniture and 
automobiles see less frequent buys. Interestingly, 
though, grocery and beverage, which are 
traditionally considered low-involvement 
purchases, is a top participation category for 
US consumers.

However, when people do participate in less-
frequent purchase categories, they do so at a rate 
consistent with the higher-frequency purchase 

industries. The BMW Group, for instance, has 
hosted virtual cocreation contests where hundreds 
of car enthusiasts have submitted innovation ideas 
for both interior and exterior design concepts.4

It is also encouraging to see that frequency of 
participation increases as one moves across the 
spectrum. In figure 4, we can see how this plays 
out—while 28% of those who participate in online 
conversations engage in the activity at least once a 
week, 37% provide direct input on design once a 
week or more. In essence, as people engage in 
deeper activities, they also participate in them 
more frequently. 

Note: These results are represented by those that agree passion played a role in each activity.
Source: Deloitte Global Marketing Trends Participation Survey.  

Deloitte Insights | deloitte.com/insights

FIGURE 3 

Participation in those older than 25 is more driven by passion than it is in Gen Z
Ages 18–25            Ages 26–45            Ages 46+

Wrote online reviews (e-commerce sites, review platforms)

Participated in online conversations (social media, brand platforms, community sites)

Gave online advice to others on specific products or services (video tutorials, providing “how to” expertise)

Provided direct input on the design of a product or service (cocreation, contests for ideas/designs)

Developed and posted content about a brand (visual content, blogging)

76%

60%

65%

59%

54%

55%
76%

85%

81%
81%

80%
81%

80%
80%

79%
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Motivations for participating: 
The desire to help 

When we explored why people participate, an 
overwhelming trend rose to the fore: People are 
most motivated to participate in an effort to help 
others. Helping others regularly outranked other 

motivations such as “wanting to share something 
exciting,” “having expertise in a product or service,” 
or a “brand launching a new product.” 

Perhaps most intriguing is the motivation that was 
consistently at the bottom: “Wanting to be 
recognized for my expertise.” Interestingly, there is 

As people engage in 
deeper activities, they also 
participate in them more 
frequently.

Source: Deloitte Global Marketing Trends Participation Survey.  
Deloitte Insights | deloitte.com/insights

FIGURE 4 

Participation frequency in deeper engagement activities is higher than in 
lower-level ones
Customers participating in an activity at least once a week

Participate in online 
conversations

Write online 
reviews

Develop and 
post content

Give online 
advice

Provide direct 
input on design

28%
31%

35% 35%
37%

Participation activities DEEPERLOWER
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one notable exception—China. As respondents in 
China moved to deeper forms of participation, 
recognition of one’s expertise rose to become the 
second-highest motivator, while helping others 
dropped to the fourth position. This could reflect 
the key opinion consumer culture we discussed 
earlier. Globally, the implication may be that as 
people are provided with more opportunities to 
participate, their motivations could evolve to more 
personal reasons. 

Making participation 
part of your strategy

As participation moves across the spectrum to 
deeper forms of engagement, marketing leaders 
can weave these insights—who’s participating, 
where they’re participating the most, and what 
motivates them—into their marketing strategy.

Here’s what marketers should keep in mind while 
crafting a strategy that leans into customer 
participation: 

• Build a holistic participation plan: It’s 
important to pinpoint where participation can 
be integrated into your engagement strategy—
this means matching the customer journey to 
the optimal participation platform. For example, 
building awareness and consideration requires 
brands to promote community forums and/or 

relevant blogs too. Or, at the other end of the 
customer journey, marketers may want to 
encourage people to develop their own video 
tutorials to drive conversions and repeat usage. 

• Create a deeper customer relationship: 
While traditional loyalty approaches (e.g., 
customer relationship management systems 
and loyalty programs) are often a one-way 
street, participation is unique in its ability to 
interactively foster and nurture brand loyalty 
and customer advocacy. It enables brand 
interactions—and even innovations—to become 
a two-way conversation, effectively adding 
another layer to the customer relationship.

• It’s more than just a B2C strategy: B2B 
companies can kindle participation in a similar 
manner as their B2C peers. While B2C 
companies have always sought customer 
feedback, B2B companies can encourage deeper 
forms of participation as well. This can manifest 
in innovation labs where customers help 
cocreate new products and services or in brands 
encouraging customers to advocate on their 
behalf at conferences or through 
community forums. 

Engagement is a two-way street and now marketers 
have more opportunities than ever to invite their 
customers to participate in—and bring life to—their 
strategy, products, and services.
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Organizations can better help 
the people they serve by 
creating innovative experiences 
through cross-industry 
partnerships.

Fusion
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THE WORLDWIDE SHUTDOWNS triggered by 
the COVID-19 pandemic have brought our 
universal human needs to the forefront. 

These needs range from access to essential 
products and services and connecting with family 
and friends to navigating disrupted work 
environments at a time when “normal” life has 
fundamentally changed. In many ways, the crisis 
has created a crucible of experimentation and 
innovation as communities, companies, 
governments, and individuals work to piece 
together new ways to meet these unmet 
human needs.

In our inaugural trend report on Fusion, we 
discussed the 60-year evolution from last century’s 
industrial, supply-driven products and services to 
more customer-inspired solutions.1 The result: The 
most disruptive companies started looking 
beyond traditional industry boundaries to 
find better ways to serve customer needs. 

Now, we see a new pivot happening across 
industries. Many organizations are moving 
past serving customers with point products 
and solutions. They are going a level deeper 
to truly understand the needs of the people 
they serve in a more fundamental way. And 
with that knowledge, they’re working to 
meet the needs of their people more holistically. 
It’s not about doing “the same thing better.” Rather, 
organizations have an opportunity to completely 
reimagine partnership strategies that open the 
aperture of solutions for the people they serve. 

They must remember: People don’t need cars, they 
need to get from point A to point B, just as they 
don’t need surgery, they need to be well.

While some organizations were already making 
efforts to align with this human-centric mindset, 
COVID-19 shifted the dynamics for many others 
practically overnight. And in the face of dire 
economic conditions, some companies pivoted to 
look for creative ways to meet these evolving needs, 
leading to new collaborations—or fusions—across 
industry lines. Amid uncertainty about the 
pandemic, these organizations entered into new 
partnerships that engaged customers in novel ways 
and made major, transformational investments in 
digital platforms in a matter of months—all in 
pursuit of finding innovative ways to meet 
people’s needs.

What’s striking and instructive for executives is the 
paradox between these forward-leaning 
investments and the current defensive, operational 
mindset in the C-suite. In Deloitte’s survey of 405 
C-suite executives, we asked leaders the top 

The new ecosystem
Fusing cross-industry partnerships  
in a postpandemic world

People don’t need cars, they 
need to get from point A to 
point B, just as they don’t 
need surgery, they need to 
be well.

https://www2.deloitte.com/us/en/insights/topics/marketing-and-sales-operations/global-marketing-trends/2020/new-business-models-greater-collaboration.html
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outcomes they hoped to achieve while responding 
to the pandemic. Overwhelmingly, most of them 
viewed their investments through a reactionary 
lens, with improving productivity and efficiency 
(42%) and better managing risks (38%) topping 
the list. Very few looked at these investments to 
grow revenues (17%), differentiate themselves from 
the competition (17%), or disrupt their industries 

(6%)—all of which can be essential ingredients for 
thriving in the future (figure 1).

In this article, we explore how companies can 
break out of this defensive mindset and proactively 
meet the evolving needs of the people they serve. 
We begin by exploring how pioneering 
partnerships can provide the ingredients for 

Source: Deloitte Global Marketing Trends C-suite Survey.  
Deloitte Insights | deloitte.com/insights

FIGURE 1 

The C-suite is operating through a largely defensive mindset, leaving future 
growth opportunities on the table
How C-suite executives rated the top three outcomes they hoped to achieve while responding to 
the pandemic

Operational and efficiency plays            Innovation and growth opportunities            Other business outcomes

Top three outcomes

Improve productivity
and efficiency

Improve risk
management

Accelerate your
move to digital 

platforms/technologies

33%

29%

28%

28%

27%

17%

17%

6%

Improve engagement 
with your customers

Retain top 
talent

Change your 
business model

Drive greater 
revenue

Increase company’s 
impact on society

Reduce internal/
operational costs

Create differentiation 
with your competition

Disrupt your 
industry

The innovation and growth opportunities 
were ranked as the lowest three outcomes.

38% 35%42%
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growth and close with a discussion on how chief 
marketing officers (CMOs) are uniquely positioned 
to lead the charge by innovating along with and 
through the eyes of the customer.

How organizations are 
better addressing human 
needs through fusion
Through a combination of primary research and 
examples from the field, we explored how brands 
can look beyond what they do today and fuse new 
partnerships that integrate customer insights and 
digital platforms in their innovation road maps to 
surprise and delight the people they serve. 

THE POWER AND PROMISE OF 
BUSINESS PARTNERSHIPS
Holistically delivering on human needs often 
requires a shift in mindset. For brands, it can mean 
thinking beyond their own products and services 
and seeking out partnerships that empower them 
to better serve their stakeholders. The early days of 
the pandemic helped incubate many creative, 
unexpected business partnerships to solve new 
challenges. Consider the pivot by restaurant dining 
app OpenTable, which entered into new 
partnerships with a variety of supermarket chains 
and other essential businesses to turn a visit to 
grocery and other retail stores into a reservable 
event. As a result of that collaboration, people 
could safely—and predictably—buy essential items 
without the worry (or hassle) of being caught in 
large crowds.2 

Beyond the pandemic, there are many examples of 
companies moving outside of their traditional 
domains to meet emerging needs, such as 
ExxonMobil’s collaboration to create a new car 
care ecosystem in China. Shifting from traditional 
B2B to a more customer-driven market, ExxonMobil 
partnered with a global tech company and a local 

car care brand to create a “digitally enabled car-
maintenance experience.”3 A data platform 
created through the ecosystem enables customers 
to receive maintenance recommendations and 
make online reservations to have cars serviced; at 
the same time, it enables ExxonMobil to not only 
fuel vehicles but also ensure they are running 
safely and effectively. 

Whether formed before or during the pandemic, 
there’s new evidence that these cross-industry, 
cross-boundary partnerships have staying power, 
according to C-suite leaders. In our survey, we 
asked how companies adjusted their business 
models to better respond to the pandemic. Though 
entering new business partnerships was a distant 
second to digital acceleration initiatives (64% 
versus 36%), we see evidence that these new 
business partnerships have the most staying power 
after the pandemic.

How do we know this? We asked executives if they 
would revert to old models or carry on with the 
new models once the pandemic subsides. 
Executives across the board—a resounding 78%—
indicated that new partnerships would be retained 
to some degree, highest of all business model 
changes (figure 2).

Whether out of sheer necessity to survive or 
because they saw new opportunities, many brands 
that took the leap and entered into new partnerships 
found better ways to more holistically serve people—
both in the short and long term.

INTEGRATE CUSTOMER INSIGHTS 
ACROSS INDUSTRY LINES
It can be difficult to take a comprehensive view of 
the customer if insights are limited to your 
industry. To gain a more complete picture of 
behavior and underlying needs, brands can seek 
partnerships that provide complementary views of 
the people they are serving. At its core, it means 
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building robust data mechanisms that capture the 
full landscape of customer behavior and feedback 
so companies can involve the people they serve 
directly in the innovation process. 

Here are two ways brands are using cross-industry 
partnerships to design innovation strategies in a 
human-centric spirit:

1. Listening to evolving needs through 
social: Social sensing doesn’t have to be 
limited to crafting timely customer messaging 
(see our trend on Agility to learn more). It can 
also provide a direct line of sight into what 
people need now. For instance, during the 

pandemic, Lloyds Bank expanded its 
partnership with Mental Health UK to foster 
public awareness and offer resources on dealing 
with the negative mental health impact of 
financial problems.4 By directly listening to 
people, Lloyds Bank—with the help of a key 
partner—didn’t just create a banking solution; 
it crafted a financial and mental wellness 
solution at a time when wallets were tight and 
anxieties were high.

2. Inviting customers to participate: Inviting 
people to directly participate in the knowledge-
sharing process affords brands a unique 
opportunity to learn what people really need to 

Source: Deloitte Global Marketing Trends C-suite Survey.  
Deloitte Insights | deloitte.com/insights

FIGURE 2 

Most executives agree that new partnerships forged during COVID-19 will 
continue after the pandemic subsides

Should immediately go back to former business model            

Should retain some portion of this new business model

New business model is a long-term solution for success

Engaged in new partnerships to better serve customer needs

Transformed the way organization engages with customers (i.e. from physical to digital storefront)

Entered new geographic markets

Pivoted product offerings

Entered new industries

9%
33%

45%

7%
24%

39%

18%
31%

38%

9%
50%

37%

17%
37%

35%
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drive innovation efforts (see our Participation 
trend to learn more). Take the example of 
GovConnect, a convergence of digital solutions 
that includes a COVID-19 contact-tracking and 
tracing effort. GovConnect enables individuals 
to opt in to create a network of their mobility to 
help pinpoint potential exposure to the virus.5  
The public-facing portal—created by leading 
technology companies—also helps participating 
members of the public find community and 
government services through customized 
recommendations. Simultaneously, GovConnect 
helps government leaders and public health 
officials make better real-time decisions for 
responding to the pandemic.

In this way, by coalescing insights from customers 
at a cross-industry intersection of their needs, 
companies can develop solutions that anticipate 
and respond to evolving demands.  

HARNESS NEW PARTNERSHIPS TO 
EXPAND DIGITAL ECOSYSTEMS 
While the role and importance of digital 
have been exploding for many years now, 
the pandemic was a turning point that 
drove many organizations to not only 
accelerate their move to digital platforms, 
but also to find new ways and new 
partnerships to address needs through 
digital. 

To understand these dynamics, we 
surveyed 2,447 global consumers to 
understand the new ways in which people 
are navigating their COVID-19 
environment. This included activities such 
as shopping for essentials, continuing their work 
and education, consulting with doctors, and 
connecting with family and friends—all with 
minimal human contact and often enabled by 
cross-industry digital solutions. Interestingly, 
people were more open and willing than ever to 
test new solutions during this worldwide digital 
test drive. Among eight different activities, 82% 

tried at least one of these digital activities for the 
first time (figure 3). 

ConvergeHEALTH Connect powered by technology 
platform Zyter is one such example of emerging 
digital telemedicine services coming to life during 
the pandemic, offering patient video visits, 
virtual “smart” exams with patients, secure  
file-sharing, and other provider-to-provider 
collaboration for health care teams.6 Through 
multiple cross-industry partnerships, 
ConvergeHEALTH Connect helps enable health 
care providers and government health agencies to 
digitally triage patients. In addition, it helps 
protect patient privacy while shifting the care of 
presumptive cases into the virtual space, provides 
the ability to extend critical care virtually using 
digital innovation, and enables providers to 
efficiently deploy evolving protocols and virtually 
consult specialists to advance patients through the 
continuum of care. 

Amid a new environment where people are 
physically isolated from one another, we found that 
the vast majority were largely satisfied with these 
new experiences. Across all categories, at least 53% 
found their new digital experiences an adequate 
substitute, and about a third even said these 
digitally native methods were a superior alternative 
to their in-person experiences.

Through multiple cross-
industry partnerships, 
ConvergeHEALTH Connect 
helps enable health care 
providers and government
health agencies to digitally 
triage patients.
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Source: Deloitte Global Marketing Trends Consumer Pulse Survey.  

Deloitte Insights | deloitte.com/insights

FIGURE 3 

Most customers who tried digital experiences for the first time during the 
pandemic were satisfied with them
First time trying digital experiences and their satisfaction with those experiences

Disappointed with experience            Adequate substitute            Superior alternative            First time use

Spoke with friends 
or family through 
video chat

55%42%

46%

56%38%
Attended a live, 
online workshop to 
learn a new skill

26%

Watched a movie 
with friends located 
elsewhere with an app

53%38%
18%

Evaluated/treated 
through telemedicine 55%37%

13%

Purchased food 
from a restaurant 
with an app

56%40% 24%

Used an 
educational app 60%34%

33%

Used an 
exercise app 60%35%

29%

Purchased groceries 
with online ordering 
and service

53%42%
34%

Have not tried 
any of these

18%

Even after the pandemic subsides, the evolution of 
these digital platforms will likely continue to 
provide executives with fresh partnership 
opportunities to create a virtuous cycle that 

enables them to study the needs of the people they 
serve; infuse insights about their needs and 
motivations into future offerings; and unlock 
competitive advantages for their organizations.
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Accelerating your 
fusion journey

For organizations to tap into the competitive 
advantage and bottom-line results of fusion, the 
C-suite should shake off its largely operational 
mindset and move toward aspirational and 
innovative partnership strategies that drive future 
growth. The CMO, as the C-suite executive often 
closest to the customer, is uniquely equipped to 
lead the charge of this innovation. Here are two 
recommended actions marketers can take to drive 
the innovation agenda for their organizations:

1. Own the innovation road map. CMOs have 
always underplayed their role in driving 
innovation, perhaps because they underestimate 
the value of their tacit customer knowledge or 
don’t see peers clamoring for innovation to be 
part of marketing’s remit. But the pandemic 
saw the profile of marketing elevated across the 
C-suite, with executives seeing marketing and 
sales as the second-most critical function in the 
coming months (63%), after digital technology 
(68%). CMOs are positioned to advise the 
organization on its innovation strategy and 
should rise up from being just the “receiver” of 

a strategy they are responsible for marketing to 
customers downstream. 

2. Fusion starts with customer needs. 
Earlier this year, our analysis found that CMOs 
are most effective when they own an 
organization’s innovation road map and 
customer experience.7 It’s no coincidence that 
these two aspects go hand in hand—the only 
way to truly address human need is to look at it 
through the eyes of the customer. CMOs can 
leverage their insights into customer behavior 
and expectations to guide the choice of 
beneficial business partnerships while 
embedding customer feedback into the digital 
ecosystems they design. 

Fusion is about reimaging the art of the possible 
when a company goes beyond its four walls to 
innovate and create for the people they serve. As 
COVID-19 pushes digital innovation to the 
forefront, marketers can help their organizations 
pivot their thinking from “protecting what they 
have” to opening new doors, new partnerships, and 
new digital platforms that capture their customers’ 
hearts and minds. 
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As the marketing landscape 
undergoes rapid changes, 
talent models should evolve 
in-step to position marketing 
as a competitive differentiator.

Talent
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OVER THE LAST few years, the roles of 
marketing and talent within organizations 
have undergone a sea change. By now, it’s 

apparent that the chief marketing officer (CMO) is 
evolving from a brand manager to an enterprisewide 
strategic thinker and revenue driver.1 In 
parallel, talent discussions across 
industries—specifically, changing talent 
models—have seen some recurring 
themes. These themes may sound 
familiar: Artificial intelligence (AI) is 
making us faster and smarter workers; 
people are opting out of traditional 
9-to-5 jobs in favor of the gig economy; 
and new paradigms for on-the-job 
training and continuous learning are 
altering how we grow our skill sets, to 
name a few.2 But these aren’t isolated 
shifts. To answer the call of the organization and 
elevate the role of marketing, marketers should 
evolve their talent models in-step with these 
evolving trends.

Marketers (and heads of other functions) were 
already incorporating many of these talent trends 
in their organizations in varying degrees. But then 
COVID-19 happened. Out of sheer necessity, 
organizations were forced to change how they 
accomplished work. When we surveyed 405 C-suite 
United States–based executives in May of this year, 
we saw some talent trends accelerate and others 
just starting to emerge. For instance, our survey 
shows that in this new environment, CMOs have 

overwhelmingly turned to AI to automate work 
(77%). Alternately, only 6% have increased their 
reliance on the gig economy—a possible reflection 
of how gig workers can easily be scaled during 
economic downturns (figure 1).

COVID-19 may be the catalyst that puts these 
evolving marketing and talent trends on a new 
trajectory. When we asked executives what are the 
most important functional areas over the next 12 
months, they ranked marketing and sales second 
(61%), after digital and technology (68%). There is 
also evidence that the CMO’s role may be gaining 
momentum. Just 20 months ago, 46% of CMOs 
had said they had a significant impact on C-suite 
conversations relating to marketing strategy.3  
Now, this number has almost doubled to 81%. 

To address this accelerated pace of change, 
marketers need to push talent transformation to 
the forefront of their agenda. In this article, we 

Marketing disrupted
Four trends turning talent into  
a competitive differentiator

Marketers need to push 
talent transformation to the 
forefront of their agenda to 
address this accelerated pace 
of change.
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discuss four trends which, if woven into the 
marketing talent model, can elevate skill sets, 
create organizational flexibility for quickly 
responding to market needs, and consequently, 
make marketing talent a competitive differentiator.

How to elevate the 
marketing talent model

Let’s look at how these talent-related trends can 
change the way in which marketing accomplishes 
work and how marketers can incorporate them to 
afford marketing talent a competitive advantage.

BRING YOUR COMPETITIVE 
ADVANTAGE IN-HOUSE
Earlier this year, Deloitte and The CMO Club  
(a global network of more than 650 CMOs and 
marketing leaders) published a marketing 
benchmark study. Our analysis found that 64% of 
marketing organizations have an in-house agency.4  
Historically, many marketing departments have 
relied on external agency partners to execute their 
creative campaigns and other activities. However, 
even in the benchmarking study, we saw that 59% 
of marketing leaders still outsource their creative 
function while 31% do so for insights and analytics. 

There is a good reason why many brands are 
turning toward an in-house model. While 
outsourcing provides access to a wide pool of 
expertise and talent, it can impede marketing’s 
ability to agilely respond to customer needs (see our 
trend Agility to learn more) for a couple of reasons: 

• Growing workflow complexities: The 
proliferation of customer touchpoints across 
myriad social platforms and media channels 
can create an inefficient hand-off between 
external agencies and brands. In the time it 
takes to analyze customer data, build a creative 
campaign, and execute it in the marketplace, 
the window to make a connection often closes.

• Diluting the competitive advantage: As 
brands rely more on external agencies, they are 
essentially outsourcing their competitive 
advantage. First, they are expecting another 
organization to be as attuned to their customers’ 
needs as their own brand. Second, as agencies 
serve multiple clients, they’re likely to reapply 
fundamental strategies and methods to 
different brands. Over time, this can result in 
relatively generic campaigns that look similar 
across multiple brands.

It’s important for marketers to keep in mind that 
agencies can’t match their internal knowledge in 
terms of organizational process, data, and 

Source: Deloitte Global Marketing Trends C-suite Survey. 
Deloitte Insights | deloitte.com/insights

FIGURE 1

More CMOs have turned to AI for 
automation during the pandemic  

How CMOs changed their talent models 
during the pandemic

77%
Automated more 
work through AI 
technologies

Reduced the workforce

Transitioned large portions of the workforce 
to remote work

Relied more on external agencies to 
execute projects

Reduced use of contractors/external agencies

Relied more on the gig economy

17%

6%

23%

36%

39%
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customer needs. Building one’s own insourcing 
strategy starts with pivoting from an ad campaign 
mindset to a more holistic editorial thought 
process. This requires the marketing team to assess 
its workflows, technology, and skill sets to 
determine the most efficient and effective means of 
delivering content.5 

Based on these assessments, marketers can 
develop a core team comprising roles that best 
reflect their competitive advantage. Traditionally, 
these roles include those responsible for data 
insights, dynamic content creation, and owned and 
earned media. It’s important to note that bringing 
key skills in-house does not mean a brand must 
bring everything inside. For example, Unilever 
created its own in-house digital content function 
called U-Studio to manage its day-to-day creative 
needs.6 However, when the company needs help 
with broader strategic or creative ideas, it looks to 
external agencies for help. In this case, Unilever 
was able to identify where an in-house agency 
provides the most advantages and where external 
assistance is most beneficial.

LEVERAGE THE GIG ECONOMY TO 
SCALE DOWNSTREAM ACTIVITIES
As marketing teams gravitate toward insourcing-
required skill sets, they will likely need to bifurcate 
their talent strategy. One prong of this strategy 
includes the more strategic or analytical roles while 
the other represents narrower, more tactical 
downstream roles such as graphic design or 
copyediting. Given the fluctuations in 
organizational need, marketing is increasingly 
looking for flexible ways to scale downstream 
activities. The gig economy can be an excellent 
resource for marketers to tap into for specific skill 
sets as and when the need arises. Besides, in an 
increasingly volatile economic environment, the 
gig economy enables organizations to better 
manage uncertainty without getting locked into 
long-term financial commitments. 

Creative and production talent are two areas that 
regularly see fluctuations in terms of organizational 
need, often requiring scaling up or down. 
Encouragingly for marketers, there are multiple 
platforms that provide a marketplace for clients to 
directly contract individuals for projects, allowing 
them to scale according to need. Deloitte, for 
example, relies upon the gig economy to augment a 
variety of skills, such as copyediting.

The gig economy not only provides marketers a 
network of contractors, but also offers them a 
platform to source new ideas through 
crowdsourcing and innovation contests (see our 
trend on Participation). Such contests enable 
organizations to solicit new ideas and innovations 
which they can quickly embed into their products 
or experiences. 

It’s not just the marketers who benefit from the gig 
work model that offers them an efficient and highly 
scalable source of skill sets and ideas; employees 
too are highly satisfied with this new work 
environment. In our global consumer survey of 
2,447 individuals, where we asked how work 
environments have changed since COVID-19, we 
found 14% have entered the gig economy for the 
first time. Figure 2 shows these respondents are by 
far the most satisfied with their new work 
environments (as compared to their previous 
environments). This is especially true of those 
who’ve entered the gig economy in their area of 
expertise. This may be encouraging news for 
marketers who’re considering their first foray into 
the gig economy. 

ELEVATE THE MARKETER, AUTOMATE 
THE REDUNDANT TASKS
Employing AI for automation is one of the fastest-
growing trends in the talent space—and it’s likely 
here to stay. When we asked executives how they 
perceive the longevity of each of these talent trends, 
AI-enabled automation led the lot, with 57% 
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suggesting they had found a superior way to work 
(figure 3). The knee-jerk reaction—as is often the 
case with AI—is to assume that increased reliance 
on the technology might reduce the need for 
employees. But we also found that executives do 
not see the pandemic-induced workforce 
reductions as a long-term solution. In fact, 59% 
said they should go back to their former workforce 
levels immediately after the pandemic subsides. 
This highlights an important fact about AI: It can 
be most effective when it bolsters what people are 
inherently good at (e.g., creativity and critical 
thinking) and replaces the tasks that are best left to 
a machine (e.g., redundant activities or 
computationally intensive calculations).

In both the long and short term, it makes sense for 
marketers to deploy AI to clear the more repetitive 
tasks off their plate and redesign their function’s 
work to concentrate on more strategic endeavors. 
For one, AI can have a direct application in 
dynamic creative assembly where it can be used to 
analyze data and match the best content to 
consumers. Take the example of a large food and 
beverage company that employed AI to match 
appropriate imagery and messaging to relevant 
demographics and markets.7 Not only did this help 
it create a more refined process for assembling 

creative materials, it also elevated the marketer’s 
role to more strategic initiatives such as developing 
underlying rulesets. This may include dictating 
rules around which imagery is best suited for each 
AI-driven customer profile. 

It’s worth noting that while AI is certainly on the 
rise, a significant amount of work appears to be 
directed toward less-sophisticated use cases (e.g., 
robotic process automation to execute rulesets). 
However, marketers can also deploy AI to improve 
their overall strategies and decision-making 
process. For instance, Norwegian Air used 
machine learning algorithms to identify the 
customer attributes and activities that most often 
led to flight bookings.8 Doing so helped the 
company decrease its cost-per-booking by 170% 
while simultaneously matching the best 
advertisements to each customer. Going back to 
our discussion on insourcing, this heightens the 
need for more analytical skill sets within marketing, 
thereby forcing marketing to upskill talent.

UPSKILL THROUGH 
MARKETING UNIVERSITIES
Between insourcing and automation, the role of 
marketing will inevitably change—and for the good. 
To help their teams prepare for these changes, 

Source: Deloitte Global Marketing Trends Consumer Pulse Survey.  
Deloitte Insights | deloitte.com/insights

FIGURE 2 

Gig workers are most satisfied with their new work environments
I believe my new work environment is superior to how I previously worked

Strongly agree       Somewhat agree       Neither agree nor disagree       Somewhat disagree       Strongly disagree

Started
remote work

9%

30%

Started gig work 
outside area 
of expertise

15%

39%

Started gig work 
within area 
of expertise

22%

35%

54% 57% 39%
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many organizations are designing in-house 
marketing universities that target key skills to help 
talent navigate the future of marketing. 

In our work with clients from various industries, 
we’ve seen brands develop programs that combine 
online curricula with role-specific deep dives and 
in-person workshops. Like all forms of effective 
learning, these aren’t “one-off” events either. To 

keep pace with our ever-changing environments, 
marketers can create learning pathways (i.e., 
specialized tracks) and micro-hackathons to 
capture the best ideas the workforce has to offer 
(i.e., internal crowdsourcing). The goal is to 
provide multiple channels—both ongoing and 
event-based—to equip practitioners with the right 
skills, thereby optimizing marketing talent as a 
competitive differentiator.

Source: Deloitte Global Marketing Trends C-suite Survey.  
Deloitte Insights | deloitte.com/insights

FIGURE 3 

AI automation is here to stay, but not at the expense of the workforce
After the pandemic subsides, which option best describes your view on these talent models? 

New talent model offers a superior way to execute work Should retain some portion of this new talent model

Should immediately go back to its former talent model

14%
24%

59%

Reduce the workforce

57%
22%

6%

Automate more work through AI technologies

42%
40%

13%

Transition large portions of workforce to remote work

52%
15%

31%

Rely more on gig economy

31%
35%

21%

Reduce the use of contractors/external agencies

51%
22%

24%

Rely more on external agencies to execute projects
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The talent journey

Transforming your marketing talent organization 
isn’t a static event. Instead, it’s a journey that’s 
unique to each marketing team’s specific skill sets 
and structure. To best capitalize on these trends, 
consider the following steps:

• Galvanize leadership commitment: With 
marketing’s position being currently elevated 
within the C-suite, there may be no better time 
than now to evolve talent models. However, it’s 
hard to get started on this exercise if the 
leadership doesn’t support upskilling of talent. 
Kick off your journey by enlisting support for 
standing up marketing universities as this will 
help prepare marketing talent for their elevated 
roles in the organization.

• Place strategic bets: For most organizations, 
there’s no need to make wholesale changes to 
the existing talent model—marketers can 
simply tweak the current model by placing 
strategic bets on some new aspects. Start by 

assessing where your strengths and weaknesses 
lie as a team. If your creative function is mostly 
outsourced, consider new models—such as the 
gig economy—to bring your competitive 
advantage back inside the four walls of your 
organization. If your content is fairly static, it 
may make sense to automate the more 
redundant work through AI. 

• Invest in culture: Marketing can work best 
when it responds to customer needs in an agile 
manner. This can require a true shift in the 
cultural mindset—from a layered organization to 
one that empowers people to move quickly and 
adapt to changing customer needs as they arise. 
It also means embedding life-long learning as a 
key part of the company culture with a focus on 
evolving skill sets as needs change. 

A new era of marketing requires a new outlook on 
talent. The organizations that do it right can 
elevate marketing’s standing within the 
organization and even disrupt their industries 
along the way.
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Letter from the editors 4

the face of change. We have seen countless, 
inspiring examples of resilience this past year 
as organizations and entire sectors assessed 
their circumstances, revised their strategic 
plans, and marched toward the future. 

We anticipate that for most, the future they find 
will differ markedly from the realities of January 
2020. The COVID-19 crisis has driven change in 
an important and unexpected way. A growing 
number of organizations across sectors 
are accelerating their digital transformation 
efforts not only to make their operations 
nimbler and more efficient but to respond to 
dramatic fluctuations in demand and customer 
expectation. For example, while many supply 
chain leaders were confident of their ability 
to function during disruptions, we found out, 
as Warren Buffett once quipped, who was 

swimming naked when the tide went out. 
Likewise, executive-level planning discussions 
about the future of work had been just that: 
about the future. The pandemic crashed 
comfortable schedules from years into weeks.

With that background, this year’s Tech Trends 
report discusses the opportunities, strategies, 
and technologies that will drive new plans 
during the next 18 to 24 months and beyond: 

• For enterprise technology, we spotlight 
the importance of aligning corporate 
and technology strategy; we revisit the 
critical core and how digital nonnatives 
are using cloud, low-code, and platform-
first strategies to juice legacy assets; and 
we take a deep dive into supply chain 
transformation.

As poet Robert Burns mused, the 
best-laid plans of mice and men often 
go awry. In January 2020, most of us 

had plans—thoughtful road maps to guide 
our organizations, our technology, and our 
lives through the months to follow. And then 
COVID-19 punched the entire world in the 
mouth, rendering useless many of these best-
laid plans. Seemingly overnight, a strange, 
historic event disrupted our assumptions and 
forced us, with a shocking degree of urgency, to 
become more adaptable and responsive than 
we had thought possible. 

Mindful that the pandemic’s impact continues 
to ripple across societies, markets, and lives, 
we present Tech Trends 2021. The theme of this 
year’s report is resilience. To us, this means a 
stubborn determination to adapt and thrive in 
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• For data, we investigate how leading 
organizations are industrializing their AI 
initiatives with “MLOps” and, consequently, 
developing new approaches to managing 
data for machine, rather than human, 
consumption. We also discuss emerging 
trends in cybersecurity.

• For human and machine interaction, we 
look at emerging trends in the future of the 
workplace, digital experiences, and technology 
that supports diversity, equity, and inclusion. 

Taken together, these trends suggest that there is 
a more hopeful dimension to the turbulent events 
of this past year. New technology and business 
plans already being executed chart a promising 
path toward tomorrow. Confidently leading this 
journey will be CIOs and other executives, who 
have proven they can take a punch and get back 
on their feet.

Now that’s what we call resilience. 
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Strategy, engineered 

Technology today is a source 
of new competitive advantage 
for some organizations and a 
threat to ongoing survival for 
others. As a result, the distinction 
between corporate strategy 

and technology strategy is blurring—each needs to 
inform the other. Savvy corporate strategists are looking 
beyond their organization’s current tech capabilities and 
competitive landscape to consider a broader range of 
future possibilities about how technology can expand 
where they play and how they win. But the complex range 
of uncertainties and possibilities can be too much for the 
human brain to process on its own. That’s why strategists 
are turning to strategic technology platforms equipped 
with advanced analytics, automation, and AI. Organizations 
are using these tools to continually identify internal and 
external strategic forces, inform strategic decisions, and 
monitor outcomes. As a result, companies are transforming 
strategy development from an infrequent, time-consuming 
process to one that’s continuous and dynamic, helping 
strategists think more expansively and creatively about the 
wide range of future possibilities.

Core revival 

Modernizing legacy enterprise 
systems and migrating them 
to the cloud may help unleash 
an organization’s digital 
potential. Until recently, these 
undertakings could also bust 

that same organization’s digital transformation budget. 
For many, the cost of needed cloud migrations and other 
core modernization strategies can be prohibitive. This 
is about to change. In what we recognize as a growing 
trend, some pioneering companies are beginning to use 
clever outsourcing arrangements to reengineer traditional 
business cases for core modernization. Likewise, some are 
exploring opportunities to shift core assets to increasingly 
powerful platforms, including low-code options. Finally, 
many are advancing their platform-first strategies by 
addressing technical debt in ERP systems and migrating 
nonessential capabilities to other platforms. In a business 
climate defined by historic uncertainty, these innovative 
approaches for extracting more value from legacy core 
assets may soon become standard components of every 
CIO’s digital transformation playbook.

Supply unchained 

Long considered a cost of doing 
business, supply chains are moving 
out of the back office and onto 
the value-enabling front lines 
of customer segmentation and 
product differentiation. Future-

focused manufacturers, retailers, distributors, and others 
are exploring ways to transform the supply chain cost 
center into a customer-focused driver of value. They are 
extracting more value from the data they collect, analyze, 
and share across their supply networks. Finally, some of 
these organizations are exploring opportunities to use 
robots, drones, and advanced image recognition to make 
physical supply chain interactions more efficient, effective, 
and safe for employees. Granted, transforming established 
supply chains into resilient, customer-focused supply 
networks will be a challenge, and for most organizations, 
it will be an ongoing journey—one of critical importance. 
The kind of disruption we have seen with the COVID-19 
pandemic could well become the norm. When the next 
global event hits, technology and supply chain leaders won’t 
be able to claim they didn’t see it coming.
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MLOps: Industrialized AI 

Sophisticated machine learning 
models help companies efficiently 
discover patterns, reveal 
anomalies, make predictions 
and decisions, and generate 
insights—and are increasingly 

becoming key drivers of organizational performance. 
Enterprises are realizing the need to shift from personal 
heroics to engineered performance to efficiently move 
ML models from development through to production and 
management. However, many are hamstrung in their efforts 
by clunky, brittle development and deployment processes 
that stifle experimentation and hinder collaboration among 
product teams, operational staff, and data scientists. 
As AI and ML mature, a strong dose of engineering and 
operational discipline can help organizations overcome 
these obstacles and efficiently scale AI to enable business 
transformation. To realize the broader, transformative 
benefits of AI and ML, the era of artisanal AI must give way 
to one of automated, industrialized insights. Enter MLOps, 
also known as ML CI/CD, ModelOps, and ML DevOps: the 
application of DevOps tools and approaches to model 
development and delivery to industrialize and scale 
machine learning, from development and deployment to 
ongoing model maintenance and management.

Executive summary 8

Machine data revolution: Feeding the machine 

With machine learning poised to 
overhaul enterprise operations 
and decision-making, a growing 
number of AI pioneers are 
realizing that legacy data models 
and infrastructure—all designed 

to support decision-making by humans, not machines—
could be a roadblock to ML success. In response, these 
organizations are taking steps to disrupt the data 
management value chain from end to end. As part of 
a growing trend, they are deploying new technologies 
and approaches including advanced data capture and 
structuring capabilities, analytics to identify connections 
among random data, and next-generation cloud-based 
data stores to support complex modeling. Together, these 
tools and techniques can help organizations turn growing 
volumes of data into a future-ready foundation for a 
new era in which machines will not only augment human 
decision-making but make real-time and at-scale decisions 
that humans cannot.

Zero trust: Never trust, always verify 

Sophisticated cyberattacks and 
shifting enterprise environments 
have undermined the traditional—
and somewhat flawed—castle-and-
moat approach to cybersecurity. 
Zero trust is rooted in the concept 

that modern enterprise environments necessitate a different 
approach to security: There’s no longer a defined perimeter 
inside which every user, workload, device, and network 
is inherently trusted. In zero trust architectures, every 
access request should be validated based on all available 
data points, including user identity, device, location, and 
other variables that provide context to each connection 
and allow more nuanced, risk-based decisions. Data, 
applications, workloads, and other resources are treated 
as individual, manageable units to contain breaches, and 
access is provided based on the principle of least privilege. 
The automation and engineering required to properly 
implement zero trust security architectures can help 
strengthen security posture, simplify security management, 
improve end-user experience, and enable modern 
enterprise environments. But the move to zero trust could 
require significant effort and planning, including addressing 
foundational cybersecurity issues, automating manual 
processes, and planning for transformational changes to the 
security organization, the technology landscape, and the 
enterprise itself.
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Rebooting the digital workplace 

As the world’s largest unplanned 
work-from-home experiment 
continues, many business leaders 
are asking as yet unanswered 
questions: When the dust settles, 
will remote work become the 

rule or the exception? Is a permanently remote workforce 
sustainable? How will productivity and employee well-being 
be affected? Will innovation suffer in the absence of face-to-
face peer connections? What will be the role of the physical 
office? Companies may be able to overcome the digital 
workplace’s deficits and ambiguities by more intentionally 
embracing its positive aspects, including the data 
generated by workers’ tools and platforms. This can help 
organizations optimize individual and team performance and 
customize the employee experience through personalized 
recommendations, enabling remote work to be far more 
than a diminished proxy for the traditional office. And as 
onsite workspaces and headquarters evolve, organizations 
can use this data to create thriving, productive, and cost-
effective offices that are seamlessly interwoven with the 
remote experience.

Executive summary 9

Bespoke for billions: Digital meets physical 

When we look back, 2020 will 
likely be the turning point when 
most of the population adapted to 
digital interactions to conduct their 
everyday lives, whether working 
from home, online schooling, or 

ordering groceries. Yet the prevalence of digital interactions 
has left many of us pining for the days of in-person 
interactions. As we look to the future, we expect consumers 
will no longer be satisfied with distinct physical or digital 
brand experiences: They will expect a blend of the best of 
both—highly personalized, in-person experiences without 
sacrificing the convenience of online transactions. In the 
next 18 to 24 months, we expect in-person and digital 
experiences to become more seamless and intertwined. 
Online and offline interactions will not be separate 
experiences anymore—the customer’s journey will be made 
up of in-person and digital elements that are integrated 
and intentionally designed to create a seamless brand 
experience that’s tailored to fit the individual customer’s 
behaviors, attitudes, and preferences.

DEI tech: Tools for equity  

Many organizations are embracing 
diversity, equity, and inclusion 
as business imperatives, with a 
growing number adopting holistic, 
organizationwide workforce 
strategies that address biases 

and inequities to enhance enterprise and employee 
performance. While HR professionals often lead DEI 
strategies, technology leaders play a critical role as a 
strategic partner by designing, developing, and executing 
tech-enabled solutions to address increasingly complex DEI 
workforce challenges. Over the coming months, we expect 
enterprises to adopt new tools that incorporate advanced 
analytics, automation, and AI, including natural language 
processing and machine learning, to help inform, deliver, 
and measure the impact of DEI.
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Macro technology forces 10

and to the technologies beyond the horizon, 
the macro forces framework shows the 
inextricable links between the defining 
technologies of the past, present, and future.

These powerhouse 
trends distill 12 years of 
research into an easily 
consumable framework 
and taxonomy.
• Enablers. Digital experience, data and 

analytics, and cloud have spawned multiple 
innovative business models and strategies. 

These enabling technologies have already 
powered a decade of disruptive change—
and they have a lot more innovation 
mileage left in them.

• Disruptors. Digital reality, artificial 
intelligence, and distributed platforms are 
here today and are on the path to broad 
adoption, sparking rapid disruption along 
the way. Disruptors are currently shaping 
the next decade of business innovation. 

• Horizon next. We expect horizon 
next technologies to mature over the 
coming decade and shape business 
and technology strategies of the future. 
Ambient experience envisions ubiquitous 
interfaces, seamlessly integrated into the 

For more than a decade, Tech Trends has 
explored the landscape of emerging 
technologies and sought to understand 

their impact on business strategy. Within this 
broad landscape, we have identified several 
macro technology forces as the backbone 
of business innovation and transformation. 
Discussed last year in the chapter Macro 
technology forces, these powerhouse trends 
distill 12 years of research into an easily 
consumable framework and taxonomy that can 
help organizations make sense of emerging 
technologies in order to articulate business 
direction, make strategic decisions, and 
prioritize technology investments.  
 
Progressing from enabling technologies of 
the past decade to disruptors of the 2020s 

Macro technology forces
A taxonomy for emerging tech 
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environment, that anticipate and meet 
human needs. Exponential intelligence 
builds on artificial intelligence, adding 
the capacity to recognize and respond 
to human emotions, understand the 
external environment, and perform any 
task. Meanwhile, quantum harnesses the 
properties of subatomic particles to 
solve problems that are too complex 
for today’s supercomputers. The macro 
forces framework also helps visualize the 
evolutionary path of these technologies as 
they influence interaction, information, and 
computation.

• Interaction. As human-technology 
engagement continues to increase, the 
end game is simplicity—transparent and 
natural interactions.

• Information. As the ways that machines 
manage information evolve, the ultimate 
objective is omniscience—machines  

that combine insights and understanding 
to recognize not only correlation 
but causation. 

• Computation. As computation abilities 
scale, the long-term goal is abundance—
the limitless ability to work with and gain 
benefits from technology and information. 

Finally, to scale sustainably, emerging 
technologies must rest on a solid 
foundation comprising: the business of 
technology, the evolution of the IT function; 
trust, encompassing risks related to cyber, 
regulatory, and ethics; and core modernization, 
the organization’s approach to rejuvenating 
legacy core systems.
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Strategy, engineered

As strategy and technology become increasingly intertwined, 
strategic intent must inform technology choices.

STRATEGY LEADS TECHNOLOGY

Use strategy support platforms to identify driving forces, 
inform choices, and monitor execution and outcomes.

TECH-ENABLED STRATEGY 

Strategists are making more clear, timely, and 
creative choices about where to play and how to win.

FUTURE-READY STRATEGY

13



strategy, enabling organizational nimbleness, 
scalability, stability, and optionality.1 The 
traditional process of strategy development is 
too infrequent and labor-intensive to enable 
strategists to sense and seize opportunities as 
they emerge. A growing number are shifting 
to a fluid and agile process for formulating, 
evaluating, and executing corporate and 
business unit strategies by employing 
technology tools that continually sense, 
anticipate, and monitor the effectiveness of 
their strategic choices and execution. 

The result: more timely and smarter choices 
that could lead to faster adaptation, 
bolder strategic choices, and sustainable 
competitive advantage.

Close the technology 
and business strategy chasm
As business strategy and technology strategy 
become increasingly intertwined, many 
corporate executives are finding that their 
organization’s past technology choices are 
limiting their strategic options and business 
agility. To resolve these technology limitations, 
these executives are finding it necessary 
to lean in to technology architecture and 
technology implementation choices to ensure 
the overall business strategy is supported by 
clearly aligned technology choices.

Obviously, having a strategy sitting on the shelf 
isn’t enough—effective execution is critical. 

Strategy, engineered 14

In a world where technology has emerged as 
a mighty strategic disruptor, savvy strategists 
are looking to make more clear, timely, and 

inspirational choices about future possibilities, 
continually scanning the horizon for new 
competitive advantages they can deploy and 
threats they should avoid. A growing number 
of organizations are also proactively pursuing 
novel competitive advantages by joining forces 
with existing and new ecosystem partners—
from government and nonprofit agencies 
to complementary corporations and even 
“frenemies”—to envision how their combined 
offerings could expand where they play and 
how they win.  

Winning in a volatile environment requires 
an integrated corporate and technology 

Strategy, engineered
Tech-enabled business strategy, optimized for agility 
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And when asked about their strategic priorities 
and ability to execute, CSOs with disruptive, 
digital ambitions lack confidence in their ability 
to execute. In Deloitte’s 2020 CSO Survey,2 most 
respondents (70%) rated disruptive growth as 
critical for their companies’ success, but only 
13% are confident that their company can 
deliver on this strategic priority.  

Having a strategy 
sitting on the shelf 
isn’t enough—effective 
execution is critical. 
Effective execution requires continually 
monitoring the underlying strategic choices 
and assumptions, adjusting as needed. Even 
though most survey participants say they are 
seeking disruptive growth, 71% report spending 
more than three months on a single round of 

strategy development. Nearly half (45%) refresh 
their strategy annually, or even less frequently: 
every two years (23%) or three years (22%). 

Ultimately, strategists should collaborate with 
tech leaders to confirm that the organization’s 
critical technologies support the organizational 
strategy—and that the organization’s 
technologists have the right framework and 
understanding of the corporate strategy to 
make their day-to-day technology decisions.

Getting from here to there

Agile strategy development and execution 
doesn’t happen in a vacuum—to generate 
effective results, organizations need 
foundational elements in place. 

Empowered strategy function. Whether 
it’s the CEO, CSO, or other executive, an 
empowered executive strategy leader is 

critical to effective strategy development and 
execution. In collaboration with the CIO, the 
strategy leader can help expand and shape 
the vision of executive leaders and board 
members. As one executive from a leading 
oil and gas company said, “The CSO needs 
to challenge long-held views and get our 
fellow executives to think about a market 
environment that is different from the existing 
one.” The successful strategy leader reinforces 
strategic discipline by looking beyond the 
organization’s daily challenges, aligning key 
technology choices, and continually scanning the 
horizon to anticipate emerging challenges.

Tech-savvy C-suite. C-suite executives 
and board members should have a broad 
understanding of the critical technologies in 
which the company is, or should be, investing 
to gain competitive advantage and to build 
resilience against disruption. Leaders need 
to be supportive of investing in a portfolio 
of technology investments, from proofs of 
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concept to test emerging technologies to 
major implementations of proven platforms. 
Moreover, executives need to help challenge 
the critical assumptions of those implementing 
the technology to help make sure the 
implementation will be driving value for
the enterprise.

Business-savvy tech leaders. Likewise, IT 
leaders and technologists should be engaged in 
strategy development processes and education 
that gives them a broad understanding of 
the business and its strategic objectives. 
As strategic partners, tech leaders can help 
strategy and business leaders identify and 
explore emerging technologies that support the 
strategic vision, with the objective of aligning 
the organization’s technology and corporate 
strategies. In fact, in a Deloitte–Wall Street 
Journal Intelligence survey, 40% of CEOs said 
their CIO or tech leader will be the key driver of 
business strategy—more than the CFO, COO, 
and CMO combined.3  Further, big technology 

bets require the active participation of the CEO/
CSO to ensure that the organization’s tolerance 
for risk is honored and well managed.

Aligned technology and partners. 
Effective organizations choose their technology 
platforms and ecosystem partners carefully, 
aligning their choices and implementation 
decisions with their strategic goals. When selecting 
important ecosystem partners, evaluate their 
long-term motives and agendas to understand 
whether their objectives and aspirations align 
with yours. In a worst-case scenario, a platform 
partner could become a competitive threat after 
they “learn” your industry.

Collaborative list of strategic assumptions. 
Early in the strategy development process, lead 
strategists, tech leaders, and ecosystem partners 
should explore and challenge the assumptions 
for a tech-enabled strategy to be effective. 
Consider holding the discussion in a neutral 
environment such as a workshop, where egoless 

answers are encouraged and cataloged so they 
can be used later to flag leading indicators of 
the strategy’s success or failure.

Agile funding. Executing on agile strategies 
demands a flexible process for planning and 
funding the technology investments required 
to implement strategies. For insights into how 
to finance innovation at the speed of agile, see 
Tech Trends 2020: Finance and the future of IT.

Next up: Tech-enabled strategy
To compete in an increasingly complex world, 
not only are the strategies becoming more 
digital—so is the process of developing and 
executing strategies and monitoring outcomes. 
As leaders are forced to consider a wider range 
of variables and future scenarios, tech-enabled 
strategy platforms can help strategists think 
more expansively and precisely about the wide 
range of future possibilities. 
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Technology can also help leaders gain insight 
into seemingly unrelated occurrences that can 
drive smarter strategic choices on a continual 
basis. Strategists should evaluate technologies 
that help empower their imagination by 
identifying driving forces, informing strategic 
decisions, and monitoring outcomes. (See 
figure, “Strategy support technologies” on
page 18.)

40% of CEOs said their 
CIO or tech leader will 
be the key driver of 
business strategy—more 
than the CFO, COO, and 
CMO combined.

Finally, technology plays an increasingly 
important role in helping companies translate 
a strategy into strategic initiatives, facilitate 
strategy execution, and monitor a strategy’s 
impact in the marketplace.

The way forward
Strategy development is not a one-and-done 
exercise but, rather, an ongoing, cyclical 
process. As technology and business become 
increasingly intertwined, business strategy 
drives technology strategy and vice versa. 
Around and around it goes—to the point 
where the complexity of known and unknown 
strategic drivers inside and outside the 
organization could blow the mind of even the 
most nimble-brained strategist. 

While accelerating technology is a strategic 
complicator, executives can deploy it to 
simplify and accelerate smart strategy 
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development and execution. Leading 
organizations are engineering their strategic 
function to be more agile, scalable, and 
stable, giving them an array of strategic 
options in their back pocket for whatever the 
future holds. 
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Strategy support technologies
Advanced strategic platforms equipped with advanced analytics, automation, and AI, including natural language processing and machine learning, can help leaders think 
more expansively and precisely about the wide range of future possibilities. 

OBJECTIVE DESCRIPTION KEY CONSIDERATIONS EXAMPLE

Identify 
strategic 
forces 

Inform 
strategic 
choices 

Monitor 
execution 
and outcomes 

Trend-sensing technologies 
continually scan the environment, 
collecting, analyzing, and clustering 
leading indicators that challenge or 
confirm strategic assumptions to 
facilitate quick responses. 

Dynamic scenario tools and 
simulators help leaders identify 
threats and opportunities, quickly 
test potential outcomes of strategic 
choices, and prioritize critical 
uncertainties. 

Analytics technologies continually track 
internal and external outcomes to inform 
ongoing leadership discussions and 
decisions regarding the organization’s 
performance against the strategy.

• External: Changes in society, technology, politics, economy, 
environment, and regulations

• Business: Shifts in industry dynamics, customer expectations, 
competitor moves, and stakeholder behaviors, attitudes, and emotions

• Organizational: Trends in products/services, operations, asset base, 
costs, and branding

• Create alternate long-term scenarios to identify threats and 
opportunities

• Develop simulations to test various strategic choices
• Enhance human understanding and insight to determine potential 

implications, critical unknowns, and strategic responses

• Are we honoring our strategic choices?
• What’s working? What’s not working? What adjustments are needed? 
• Is our strategy and its associated commitments generating the 

projected value? 

The US Department of Homeland Security 
uses automated tools that scan news 
articles, patent filings, and more to identify 
emerging technologies that might disrupt 
or improve the process of securing the 
United States.

Three health care organizations (provider, 
plan, plan/provider) developed an agent-
based model to simulate how competitive 
value-driven care dynamics could evolve, 
giving each organization new insights into 
where to play and how to win. 

Deloitte uses AI-based sensing to monitor the 
trajectory of two important uncertainties that 
affect the firm’s strategy: degree of regulation 
and technological/automation impact on 
professional services. 
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One thing I know about strategy: It’s 
the assumptions that kill you, not your 
competitors.
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Over the past 30 years, I’ve urged corporate strategists to identify and 
rigorously test key assumptions about their strategy, as well as their 
assumptions about the technology that will support it. Strategists 
should know exactly what assumptions they are making about their 
strategy and the supporting technology—and the competitive results 
they expect. 

Corporate strategy has never been easy, but technological advances 
have made strategy development even more complex. Technology 
choices used to be binary: Either a software or hardware choice 
goes live or it doesn’t. Today, the choices are more nuanced and 
intertwined. For example, in the 1960s, airline strategists were 
deciding, “Do I buy a jet or stick with propeller aircraft?” But in recent 
years, the technology choices have become much more numerous 
and intricate: What tech will I use to manage pricing? Flight crew? 

MY TAKE

Joseph Fuller 
Professor of
management practice, 
Harvard Business School
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And just as important: What assumptions 
about the technology itself must be true for these 
results to materialize? Too often, leaders and 
technologists succumb to magical thinking—
if we invest in this technology, it will solve 
all these other problems. Instead, effective 
strategic leaders don’t accept the promised 
benefits at face value—they carefully probe 
the logic behind the proposals, searching 
for disconfirming data, to make sure the 
technology team has carefully thought through 
their assumptions about how the technology 
will advance the strategy without taking on 
inadvertent risk. 

Everyone has access to similar 
technologies—but it’s how 
you use them that makes the 
competitive difference.

As assumptions multiply and tangle, the 
human brain needs help to anticipate 
outcomes and make course corrections. 
New technology tools can help strategists 
experiment with strategic theories, test the 
assumptions’ validity and likely outcomes. 
Rapid simulation and experimentation can 
provide a quick, early read on possible 
outcomes while avoiding implementation risk. 
During execution, technologies can 
continually monitor the assumptions’ validity 
in real time, providing insights that strategists 
can use to quickly and confidently course 
correct if needed. Additionally, sensing 
technologies can function as an early warning 
system to alert strategists when assumptions 
are being challenged.

Many of these strategy support technologies 
incorporate cognitive AI, which helps take 
the human ego out of the equation when 
decisions don’t work out as anticipated. 
It’s human nature to overlook or discount 

Maintenance scheduling? Route assignments? 
Once implemented, these technology 
decisions are baked into everyday operations 
and are difficult to change. Until recently, it’s 
likely that the airlines assumed that business 
travel would remain relatively stable. As 
we’ve seen this year, when a key assumption 
turns out to be wrong, the strategy can 
quickly unravel.

Of course, the outcome of any important 
strategic choice is inherently unknowable. 
You’re never going to reduce the gray area to 
zero, but you can install controls that warn 
you that an important assumption is under 
question or, in fact, invalid. One way to do this 
is to ask the right questions. No one expects 
CEOs and CSOs to keep up with all the latest 
technologies, but they should know enough to 
ask the hard questions: How will this technology 
interact with our strategic assumptions? What 
problem will it solve, or what uncertainty will be 
reduced? What advantage will we gain from it?
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data that doesn’t support our beliefs, but 
a machine has no ego, which allows it to 
be objective. Plus, a machine can quickly 
pinpoint one exception out of thousands and 
identify subtle—but crucial—patterns and 
connections that could overturn a strategy. 
These capabilities significantly improve the 
odds that a human strategist will recognize a 
strategic flaw and fix it before it’s too late. 

In the end, though, the strategist’s capabilities 
are more important than the technology she 
uses. I often tell my MBA students about a 
NASCAR experiment that gave each driver the 
same vehicle and pit crew. The researchers 
found that even when drivers have the same 
“tools,” some perform better than others, 
simply because of their innate abilities and 
experiences. So, my advice to strategists 
is that everyone has access to similar 
technologies—but it’s how you use them that 
makes the competitive difference.

Strategy, engineered 211 2 3 4 5 6 7 8 9



I’ve been working with scenario planning 
since the early 1980s and have even written 
several books on the topic, so the skills I’ve 
developed over the years are particularly 
useful now. 
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This pandemic is the biggest crisis the world has seen in nearly 
a century, and it’s important that leaders recognize that the old 
normal is gone forever. It’s up to leaders to figure out a new future—
otherwise, it will be determined for them. 

The pandemic has accelerated the pace of technological change, so 
when I think about technology and strategy, it is in the context of 
a malleable world of possibilities that didn’t exist before. Because 
there are so many unknowns during the pandemic, we temporarily 

MY TAKE

Peter Schwartz 
Senior vice president 
of strategic planning, 
Salesforce
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during this transition. But we didn’t provide 
specific actions they should take—instead, we 
suggested the questions they should be asking 
themselves in this new environment.

Moreover, to succeed in an accelerating world 
where strategies and tactics are merging, 
leaders need to know what’s going on. The 
ability to capture and display information for 
decision-making becomes hyperrelevant when 
you need to move this fast. Quickly adjusting 
strategy and tactics requires real-time data 
and sophisticated tools to create scenarios 
and forecasts. 

For example, we’re helping health agencies in 
California and Hawaii, as well as our own global 
organization, anticipate where the COVID-19 
virus could spread next. We’re using a mobile 
survey tool that follows cell phone movement 
without capturing personally identifiable 
information. When many cell phones move 
from a coronavirus hot spot to another area, 

the tool alerts local health organizations to 
give them time to prepare. 

It’s up to leaders to figure out 
a new future—otherwise, it 
will be determined for them. 
Another example was the design and launch 
of Work.com in early May 2020. This new 
product helps businesses and communities 
get back to work safely. We accomplished in 
one month what would normally take a year.
When you move this quickly, the organization’s 
operational cadence must accelerate as well. 
During every good scenario exercise, leaders 
identify the leading indicators of potential 
problems. Our senior executives, especially 
Marc Benioff, are very familiar with these 
indicators and frequently question operational 
leaders to head off problems before they 

shortened our planning horizon at Salesforce 
to nine-month scenarios to inform our 
strategic choices about the technology that will 
be needed in this new world and how we could 
tackle even bigger problems. 

We are also working to harness the strategic 
thinking of our 50,000-plus employees. We’ve 
pivoted from the centralized communications 
cascade we used before the pandemic to 
a hyperdistributed enablement of strategic 
thinking. We gave every employee a copy of 
our near-term scenarios and asked them to 
consider: How do you need to operate and adapt 
to this environment? How are you going to help 
your customers do this, too?

Of course, we don’t send them off without 
context. Every Wednesday, we have an all-
hands call to keep our people up to date. We 
gave them a playbook that provides guidance 
for how to think about running their part of the 
company and how to interact with customers 
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can materialize. If something is supposed to 
happen and doesn’t, it’s noticed very quickly. 

In times of crisis, business leaders have 
a different role than in ordinary times. In 
terms of strategy and tactics, it’s insufficient 
to consider only how we can help our 
businesses. We need to step up and help 
deal with the crisis itself. How can we help our 
community and society? How can we help the 
world deal with this crisis? By engaging all of our 
people in bottom-up, independent thinking 
and innovation, we can do our part to help 
design the world’s new future.
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STRATEGY // The playbook for using 
technology to create competitive 
advantage is changing from, “Who owns 

the best tech?” to, “Who uses technology the best?” 
As a result, CEOs are realizing that their collaboration 
with IT needs to go a level deeper to understand 
whether and how their tech is providing an 
advantage. Strategy executives should find the right 
balance of education, control, and delegation when 
making decisions about technology adoption or 
implementation. In understanding what’s possible 
within the bounds of their organization’s tech 
stack, CEOs can develop an overall strategy that 
plays to their strengths or allows time for needed 
investments. As strategy becomes more dynamic 
in the coming months, CEOs would be wise to 
remember that their responses to trends will be only 
as good as their organizational technology permits.

FINANCE // Finance leaders are playing 
a larger role in strategy, with some even 
wearing both lead strategist and CFO 

hats. These leaders are drawing a fine line with 
technology-enabled strategy by making it dynamic 
without pivoting constantly. As capabilities such as 
market sensing and constant monitoring point to 
new directions, CFOs can actively manage the capital 
allocation available for such experimentation. This 
means placing some limits on the options available 
to the CEO, while helping to identify strategies that 
can generate robust profit streams in the future. 
Ultimately, the finance team may be responsible for 
communicating its decisions to the public in a way 
that emphasizes purposeful experimentation and 
profit potential, especially at a time when analysts and 
investors are highly attuned to uncertainty.

RISK // The COVID-19 pandemic has 
forced many companies to dramatically 
change their strategies or adopt more 

dynamic approaches to the annual planning cycle. 
Chief risk officers (CROs) should consider updating 
their organization’s risk profiles around key assets 
(cyber, brand, core technology systems, etc.) to 
match changing strategies. For example, companies 
that relied heavily on brick-and-mortar business 
models require new risk profiles as they shift more to 
e-commerce. Going forward, strategy may become 
even more agile and dynamic, bolstered by market 
sensing and new technology capabilities. Moreover, 
an organization’s demonstrated ability to manage 
risk amid uncertainty and disruption could become 
a strategic differentiator. CROs can decide which 
kind of leader they will be: one who manages risk 
by using governance to slow down adoption of new 
technologies, or one who optimizes risk in new 
technologies to deliver stronger business outcomes.
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KEY QUESTIONS LEARN MORE

Does your technology limit your 
organization’s strategic options? If 
so, how can that be addressed?

2020 Chief Strategy Officer Survey
Learn how corporate strategy 
leaders are evolving to navigate 
uncertainty and change strategic 
planning.

How can strategy and tech leaders 
work better to understand the 
strategic plan as well as the 
opportunities and constraints of 
your technology architecture?

Uncovering the connection 
between digital maturity and 
financial performance
Gain insights into the key “digital pivots” 
that can affect financial performance.

What assumptions must hold true 
for your strategy? How do you 
monitor these and make timely 
adjustments when needed?

A case of acute disruption
See how lessons of digital 
transformation can prepare an 
organization’s response to sudden 
and severe disruptions. 

2

3

1
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ARE YOU
READY?

https://www2.deloitte.com/us/en/insights/topics/leadership/chief-strategy-officer-survey.html
https://www2.deloitte.com/us/en/insights/topics/digital-transformation/digital-transformation-survey.html
https://www2.deloitte.com/us/en/insights/topics/digital-transformation/digital-transformation-COVID-19.html
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Explore options for recreating legacy 
IT assets with a new generation of 
powerful low-code platforms.  

Pay down technical debt by 
refactoring critical code, removing 
unneeded functionality, and 
replatforming non-ERP capabilities.

Reengineer your business case for reviving the core 
with new financial offerings and approaches. REVITALIZE LEGACY ERP SYSTEMS

TRANSFORM CUSTOM CODE

MAKE A FRESH BUSINESS CASE

$
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(ERP) systems by reducing technical debt and 
leveraging non-ERP platform capabilities in a 
more manageable, cost-effective way.  

In the current economic climate, it’s more 
strategically important than ever to help 
your legacy core systems support the agility, 
innovation, and new modes of working 
that fuel that digital potential. Yet costs 
associated with popular approaches to core 
modernization—particularly those used 
with custom-coded business transaction 
systems such as application rewrites 
and cloud migrations—can give some 
organizations pause.1 Faced with pandemic-
related uncertainty and tight budgets, 
many IT leaders and their C-suite peers are 
looking for new ways to fund modernization 

initiatives. Likewise, they want more from 
these investments than mere improvements 
to the enterprise IT plumbing—they want to 
create a lasting foundation for innovation and 
competitive advantage. 

Over the next 18 to 24 months, we expect to 
see trend participants: 

• Reengineer costs, project funding models, 
and the desired outcomes associated with 
their core (and, potentially, data center) 
modernization use cases by focusing on 
third-party platform management services. 
These services feature nontraditional 
funding arrangements and operate-to-
transform approaches that combine 
modernization and innovation investments. 
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Since Tech Trends debuted 12 years 
ago, we have explored many of the 
transformational approaches and 

technologies that CIOs may take to extract 
more value from legacy core systems. This 
year, in what we recognize as an exciting 
new trend, some CIOs are exploring several 
innovative ways to redefine the core 
modernization business case. For example, 
new techniques are making efforts to lift-
and-shift to the cloud more cost-neutral and 
operationally manageable. Likewise, an array 
of leading-edge technologies—including 
low-code/no-code, more intelligent business 
rule discovery, and core mapping—offer new 
ways to revitalize valuable core assets. Finally, 
looking beyond lift-and-shift, organizations 
can upgrade enterprise resource planning 

Core revival
New technologies, techniques, and business cases to drive your modernization strategy

TREND 2
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Trend participants can also lift-and-shift big, 
custom-coded transactional systems to 
hyperscaler cloud platforms. 

• Explore opportunities to accelerate the 
discovery of the internals of black-box 
legacy systems to facilitate modernization. 
In addition, leaders will explore ways to use 
technologies such as PaaS low-code and 
no-code platforms to perform traditionally 
complex tasks and integrations via point-
and-click, rather than by writing new code. 

• Support a platform-first strategy by 
deploying leading-edge system analysis 
tools to identify redundant or extraneous 
code within legacy ERP systems, and either 
move this code to another platform or 
delete it altogether. The ultimate goal of 
this approach is to remove technical debt 
that accrued over years of using ERP as a 
development environment and, in doing so, 
return ERP assets back to a baseline state. 

Then, going forward, CIOs and their teams 
will make key decisions about whether to 
develop mission-critical capabilities in the 
ERP system itself or on alternate platforms. 

Lift, shift, and thrift 
During the past few years, some companies 
began looking beyond lift-and-shift for 
opportunities to redesign core capabilities 
in the cloud;2 they wanted to take full 
advantage of cloud platform offerings to 
enhance their existing capabilities. But many 
leaders were wary of potentially large future 
costs.3 Even before COVID-19 disrupted 
the global economy, pragmatism—and a 
growing focus on the business case for core 
modernization—had begun informing more 
transformation decisions.

Today, we see renewed interest in migrations 
to the cloud, particularly from organizations 

that in this time of uncertainty need an 
efficient, cost-effective way to move rigid yet 
essential core assets. Revitalized in the cloud, 
these assets can provide a strong foundation 
for mission-critical innovation and growth 
strategies in areas such as artificial intelligence 
(AI), edge computing, and quantum.

Making a fresh business case

In the coming months, we expect to 
see creative approaches for financially 
reengineering the core modernization business 
case gain traction in the marketplace. Though 
the specifics will vary by need and industry, 
their common ground will be that they offer 
organizations the following ways to achieve 
their core modernization goals.

• Operate and transform. Organizations 
are exploring other creative operate-to-
transform agreements with implementation 
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partners, holding them accountable for 
migrating and/or upgrading systems, 
and utilizing powerful tools. While these 
agreements will inevitably vary in detail and 
scope, many arrangements are designed 
to minimize capital-intensive efforts. In 
fact, some organizations are able to secure 
agreements whereby their systems will be 
modernized to cloud-native platforms in a 
few years, while organizational operating 
expenses stay neutral. 

• More bang for fewer bucks. During 
the last few years, vendors have made 
significant improvements in proprietary 
tools that support transition to the cloud. 
By simplifying the process, these tools are 
giving rise to some compelling business 
cases in which migrations can be cost-
neutral or lead to cost savings. 

• System rationalization—how less is 
more. In many organizations, systems 

have sprung up over time to work around 
other limitations, leaving burdens of 
technical debt, outdated applications, and 
workarounds. Transitioning collections 
of systems to the cloud may enable 
(or force) the long-overdue process 
of rationalizing redundant systems, 
eliminating unnecessary dependencies, 
and modernizing capabilities. Modernizing 
a collection of related systems—or retiring 
some of them altogether—can lower care-
and-feeding costs, increase efficiencies, 
and enhance system performance, all of 
which may lower cost allocations across 
the stack and bolster your business case 
for a core revival initiative. 

Building a fresh business case for core 
modernization represents a different kind 
of transformation play. Hyperscalers are 
increasingly willing to chip in funding to help 
organizations transition to cloud offerings 
with expectation of recouping their investments 

over time. Professional services firms are willing 
to invest in back-loaded arrangements, to be 
rewarded for long-term impact while easing 
immediate cash-flow burdens. In some cases, 
all up-front fees can be deferred in exchange 
for a share on the upside of the business case. 
For clients, these options offer fast access 
to needed platform capabilities on what are, 
for some, attractive terms. The hyperscalers 
themselves can get more core systems 
operating in their clouds, make those clouds 
increasingly sticky, and over time support 
additional workloads for their customers. 

Transforming custom code

New and improved technologies can help 
organizations revitalize legacy systems to 
either spruce up or retire core systems. Using 
the following advanced techniques, they can 
carve out pieces or wholesale replace 
legacy systems: 
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• Improved low-code platforms. Low-
code (LC) platforms are dramatically 
more capable than even a few years 
ago. Some enterprise technologists may 
harbor doubts about LC scalability and 
performance, but the list of industry-
specific LC platform opportunities 
continues to grow. Using LC offerings 
from Appian, OutSystems, Salesforce, 
ServiceNow, or other vendors, systems 
designers can carry out complex tasks and 
integrations through point-and-click rather 
than having to write code. Moreover, LC 
vendors are racing to integrate advanced 
AI/machine learning (ML) capabilities into 
their platforms to help augment the user 
experience. Finally, “case” and contact 
management are a core function of many 
of the LC platforms—and often an area of 
great need for agility in legacy platforms. 
As such, the impact that LC platforms 
can have on core modernization efforts 
cannot be overstated, a fact not lost 

on tech leaders and developers. Grand 
View Research valued the global low-
code application development market at 
US$11.45 billion in 2019, and expects the 
market to grow 22.7% annually until 2027.4

• Modernized business rule extraction. 
Traditionally, the process of identifying 
and extracting business rules from 
custom code in legacy applications has 
required an extensive, manual effort 
and an army of specialized resources. 
Today, improved mining technologies 
and approaches make it possible to 
peer inside legacy code—regardless of 
language—and extract its business logic 
with less effort and higher fidelity. By 
scanning the code of an application that 
is a candidate for modernization, you can 
quickly identify essential business logic, as 
well as hot spots where a system issue is 
taking place, and either refactor the code 
in question, remove it, or perhaps replace 

the application itself with a microservice. 
In the context of core modernization, this 
represents a game-changing breakthrough: 
Not only can existing business logic fuel 
requirements or LC development—the 
tools are improving as tool developers apply 
AI/ML to increasingly automate aspects of 
the code extraction process.  

• Improved incremental modernization. 
Another novel approach to application 
modernization involves a process known 
as core mapping. Using a set of increasingly 
sophisticated mapping tools, legacy 
systems can be visualized as a connected 
graph of constituent parts. A map of 
connected code modules works similarly 
to a social network graph on Facebook, in 
which lines and dots represent connected 
people. By identifying logical subgroupings, 
system engineers can identify and sever 
legacy interfaces, replacing the interfaces 
with modern API and service-based 
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techniques. Over time, these services can 
then be modernized individually as needed 
in a more predictable, consistent way.

Breathing new life into legacy ERP systems

If financially reengineering business cases 
and transforming custom code represent 
core modernization’s yin, then deploying 
more efficient, cost-effective approaches for 
cleaning up nonessential code in ERP systems 
and addressing years of technical debt can 
be considered its yang. Both share a couple 
of important goals. First, they advance a 
platform-first strategy for the development of 
business-critical software designed to create 
competitive advantage. Moreover, they both 
increase agility by reducing ERP technical debt. 
Technical debt in ERP systems is typically a 
symptom of business complexity, outdated 
business and IT operational models, and a 
company culture grounded in the business 

priorities of yesteryear. Addressing these 
challenges can have the net effect on your ERP 
systems of jettisoning unneeded ballast. 

Building a fresh 
business case for 
core modernization 
represents a 
different kind of 
transformation play.
As you look for ways to revitalize your core 
assets, monetize technical debt, and move 
existing capabilities to the cloud or low-code/
no-code platforms, consider the following: 

• Is that all there is? In the current 
economic climate, organizations with 

significant long-term investments in ERP 
assets have begun questioning the wisdom 
of spending seven or eight figures on a 
major ERP upgrade. Will these expensive, 
complex undertakings deliver lasting 
material benefit to the organization? Will 
enhanced ERP assets then support ongoing 
innovation and enable long-term business 
strategy? Or will ERP upgrades ultimately be 
just another cost of doing business? New 
approaches to modernizing legacy ERP 
systems represent a welcome evolution in 
approach to upgrading legacy ERP assets. 

• Refactor, remove, or replatform. In the 
preplatform era, some companies used 
ERP as a development environment. Today, 
the residue of outdated requirements 
and governance, useless nice-to-have 
applications, workarounds and fixes, 
and customized code often lives on in 
a tangle of complexity that confounds 
system engineers and stymies digital 
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transformation efforts. In the face of such 
complexity, the process of upgrading an 
entire legacy ERP system to the latest 
release can be extremely expensive 
and time-consuming. But what if you 
could identify the ERP components that 
would make the biggest impact on your 
strategy or bottom line—for example, 
a proprietary pricing algorithm—and 
upgrade only those? Using advanced 
tools, you may be able to recode critical 
targeted capabilities—whether they be 
custom code or something like Java—while 
leaving them operating within you existing 
ERP system. Or you can move non-ERP 
capabilities to platforms on which they 
can create competitive advantage, thus 
monetizing your technical debt. Either 
way, reducing complexity and getting rid 
of technical debt can increase operational 
and strategic agility and, in turn, enhance 
the business’s ability to evolve.

The way forward
The work of enhancing legacy core assets 
is not a one-time task—it’s an ongoing 
opportunity. Core application scope is 
decomposing across platform ecosystems: 
What used to be a simple all-in-one ERP suite 
or an individual core module is becoming a 
decentralized, cloud-enabled, API-orchestrated 
collection of capabilities made cohesive by 
a simplified user experience. As this type of 
welcome innovative change continues its 
disruptive march into the future, organizations 
participating in the core revival trend will have a 
road map not only for adapting valuable core 
assets to new technological realities but also 
for funding this work in creative ways. 
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LESSONS  
FROM THE  
FRONT LINES

how to reduce their existing technical debt. Upon finalizing a 
detailed consolidation plan, the company kicked off its business 
transformation journey in mid-2017. During the next 18 months, 
the Albemarle team executed a series of four ERP deployments, 
resulting in a single ERP platform that serves the entire global 
enterprise with common processes and best practices. Along 
the way, Thompson and his IT team migrated the global 
operation from Lotus Notes to MS Office 365. (This latter step 
is no small feat in an organization with operations ranging 
from remote mining locations in Chile and Western Australia to 
manufacturing facilities in the Americas and China.)6

Albemarle’s next step is notable: Once Thompson and his 
team had everyone operating on a single ERP platform, 
they executed a “big bang” version upgrade to the global 
ERP instance in a mere six months. How did this group of 
technologists achieve what may be a speed record for ERP 
upgrades? First, they eliminated their technical debt by 
electing to make no code changes or customizations to the 
global instance they deployed—it was basically out of the box, 
dramatically simplifying software upgrades. “We did create 
70 extensions, but they were outside the code, and we used 
APIs for those,” Thompson says. “We also had really good 
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Albemarle takes on the core
and more
Specialty chemical company Albemarle has completed its 
journey to one consolidated ERP system—a journey that in many 
ways exemplifies the art of the possible for core modernization.

After a series of multibillion-dollar acquisitions, this global 
leader of lithium, bromine, and catalyst solutions found itself 
with a stable of far-flung business units. Albemarle needed to 
integrate these acquired units, create a shared service center, 
and establish common best practices as soon as possible. 
But a major obstacle stood in the way: The business units in 
question did not share a common ERP platform. “Creating a 
single ERP platform was going to be essential to that business 
integration initiative,” says Albemarle CIO Patrick Thompson. 
“Not only would it support our shared services model—it 
would eliminate the technical debt from more than 3,500 
customizations that had been made to the two platforms.”5

Albemarle spent almost a year vetting the business case 
for consolidation, refining the ROI metrics, and aligning on 
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methodology and talent. Over the course of 
this project, we have put a lot of work into 
developing the foundational framework and 
the talent that we need to execute upgrades. 
Going forward, we will be able to flex this 
muscle up and down as needed for upgrades.”

As of January 2020, Thompson had completed 
the consolidation and upgrades, and began 
shifting his focus toward broad digital 
transformation. The company is accelerating 
its work on IT/OT convergence, particularly 
in its manufacturing operations. In the back 
office, Albemarle will be using robotic process 
automation and business process mining 
tools to elevate its first pass yield and rework 
process performance. And, on the customer 
side, the company is exploring opportunities 
to extend to customers some self-service 
ordering and track-and-trace. 

“The work we did consolidating and 
modernizing our foundational platforms makes 

digital enhancements like these possible,” 
Thompson says. “We no longer have to spend 
money on technical debt and customizations. 
Instead, we can invest those resources to make 
leapfrog progress with digital technologies that 
can transform our company.”

Centuries-old tradition
meets a low-code future
In a family-owned company like Sogrape 
that embodies the painstaking traditions 
of Portuguese winemaking, the immediate 
benefits of modern technology’s speed and 
agility aren’t easy to see—after all, the journey 
from vineyard to bottle can never be rushed. 
Consumers in more than 120 countries prize 
Sogrape’s traditional approach to winemaking; 
over the years, public figures such as Jimi 
Hendrix, Queen Elizabeth, and Steve Jobs have 
savored the vintner’s unique signature brand, 
Mateus Rosé.7
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But when, in 2017, the company found itself 
with a burning legacy platform that could 
no longer support its needs, Sogrape head 
of IT Carlos Alves began looking for a way to 
harness core modernization in the service of 
methodical, artisanal winemaking. “We needed 
a consolidated platform that could connect 
all the functional steps in our winemaking 
process,” he says. “At the same time, we—as 
a global organization operating in the 21st 
century—needed speed and agility.”8

Alves considered upgrading Sogrape’s in-
house core systems to cloud-based offerings 
by the same vendors but instead chose to go 
with the OutSystems low-code platform. “We 
considered three factors: time to delivery, cost, 
and training time required to use the new 
technologies,” he says. “In each area, low-code 
worked best for us.” 

Using OutSystems low-code technology, Alves 
and his team built “Wine Connection,” an 
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integrated platform that offers on-site process 
control and real-time information-sharing to 
functional groups across Portugal, including 
viticulture, wineries, bottling, registration, 
contracts, and others. Users can access the 
platform via desktop, tablet, or mobile phone. 

Alves says the Wine Connection platform 
has delivered several welcome outcomes. 
“We have been surprised by the increased 
efficiency and decreasing costs.” He adds that 
low-code technology—coupled with Sogrape’s 
recent embrace of Agile development 
methodology—is having a surprising impact 
on IT’s ability to take new products to market. 
“We recently developed a digital platform for 
our restaurant customers in just three weeks,” 
he says. “That same project using waterfall 
would have taken much longer.”

The company’s success using low-code and 
Agile in tandem has led to fundamental 
changes in the way IT operates. IT has 

developed a formal Agile methodology for low-
code projects. Using this template, Alves and 
his team are standardizing the process that 
departments across the enterprise will use to 
create new products. “For example,” he says, 
“we are starting a new three-phase project for 
human resources to develop a platform-based 
portal for employees to choose company 
benefits. This portal will be completely 
integrated with our ERP system.”

Sogrape’s embrace of low-code technology 
has also fueled ongoing digital transformation 
efforts. For example, winemaking containers 
are now connected directly to company 
systems through embedded sensors, making 
it possible for winemakers to control wine 
temperature more consistently. In another 
application, field sensors embedded within 
containers used to store harvested grapes 
can gauge the density of the fruit in individual 
containers. Sogrape’s integrated low-code 
platform collects and analyzes sensor data. 

Understanding the precise density of specific 
harvest batches can help winemakers
control the fermentation process. 

Says Alves, “Wine Connection strikes the perfect 
balance between innovation and tradition.”

GM Financial uses PaaS
to build stronger systems 
for customers
GM Financial, the captive finance arm of General 
Motors, is in the early stages of modernizing a 
legacy loan origination system on which it relies 
to provide auto financing solutions to customers 
in North America.9 For this core asset, the 
organization considered several approaches for 
addressing challenging architectural complexity 
and manageability issues, including outsourcing 
the system to a third-party hosted platform. In 
fact, IT and business leaders took advantage of 
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public cloud providers’ analysis of alternative 
resources to make key decisions about the 
organization’s future architecture. But in the 
end, says Bill Livesey, GM Financial’s senior 
vice president of digital software solutions, the 
most compelling business case called for using 
cloud platform-as-a-service, when possible, to 
modernize legacy systems already in place.10

“It came down to controlling our destiny. We 
want to maintain our competitive advantage 
using core systems that we own and control,” 
Livesey explains. “We’ve invested so much of 
our intellectual property in these platforms for 
so many years, it just doesn’t make sense to 
give away that IP to others.”

The business case for cloud and PaaS also 
included cost-related elements that Livesey 
could not ignore. “With PaaS, we could keep 
developing the products and services our 
business partners need right now. We wouldn’t 
have stopped everything and shifted all of our 

energy toward migrating systems to a third-
party platform.” Moreover, the ability to push 
the burden of managing some core capabilities 
to a cloud provider was an attractive option, 
particularly for an IT team that had been 
gradually spending more and more time 
maintaining aging on-premises systems. Finally, 
business teams stood to benefit as well. Over 
the course of the project, the business and IT 
would have an opportunity to forge a strong 
collaborative partnership that could deliver 
innovation opportunities, enhanced operational 
efficiency, and more frequent deployments. 

During the first leg of GM Financial’s 
modernization journey, Livesey and his team 
went through a process of determining which 
system components were candidates for 
moving to PaaS. As it turns out, many were 
“very suitable” and will be migrated with few 
changes in the near future. Others, due to age 
or complexity, had no path to the cloud and will 
have to be refactored or deleted altogether. 

IT undertook a similar process of careful analysis 
before deciding to migrate from a legacy on-
premises database to a cloud-based alternative. 
“This was a big decision given the size of our 
loan origination system and the sensitivity of the 
financial data contained in it,” Livesey says. “We 
ultimately became comfortable that a cloud-
based solution could meet our standards for 
security and privacy.”

GM Financial has more work to do as it 
reimagines its legacy loan origination platform in 
the cloud. But even in this first leg of the journey, 
the project enjoys broad support from across 
the organization. “Our partners in the business 
are excited about this effort,” Livesey says. “We’re 
taking a very large, sprawling architecture, and 
transforming it into a single, consolidated loan 
origination platform. They get powerful, reliable 
tools to support their work, and IT will get a 
stable, manageable production environment 
that we can modernize on an ongoing basis with 
minimal effort. Everybody wins.”
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Over the last few years, I’ve noticed a big shift 
in the way boards and executive leadership 
think about enterprise technology—a 
shift that is redefining the way companies 
approach core revival initiatives. 

40

Many of these decision-makers have traditionally viewed technology 
primarily in terms of cost, as in: “How much will this new system cost 
right now?” But many of these leaders are becoming more forward-
looking, focusing less on technology’s cost and more on its long-term 
value. This is a welcome change. 

I see a growing recognition across industries of the strategic 
importance of running modern technology. What’s more, I see a 
greater willingness to invest appropriately in such technologies 
and consider new approaches to core modernization—and to the 
business cases behind these efforts.

MY TAKE

Justin Kershaw 
Corporate vice president 
and CIO, Cargill
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important not just to business success. In 
many cases, it’s vital to the safety and well-
being of our societies.

The modernization journey for Cargill began 
with a shift to third-party managed services, 
enabling us to reinvest in core networks and 
infrastructure. We invested in technologies like 
advanced analytics, cloud, and ERP systems. 
Our leadership team and board are now seeing 
the value and returns from these efforts.

Going forward, we will move away from talking 
about “applications” and “infrastructure.” 
Instead, the next phase of our modernization 
is creating “platforms” and “services.” This will 
ultimately change our talent requirements—
we will need more people who can build and 
maintain platforms and services. It will also 
change the way we will work with third-party 
technology providers, and how we serve 
our internal business partners and Cargill’s 
external customers.

For example, we developed a single, unified 
platform called Maestro for Cargill’s strategic 
sourcing department, an internal operation 
that accounts for more than US$5 billion 
in indirect spend annually. The investment 
in Maestro—a foundational platform that 
replaced dozens of systems—has modernized 
our sourcing operation. We’ve achieved 
significant sourcing improvements over 
the last few years that are improving the 
company’s overall results. 

In the analytics space, we stood up a data 
platform a few years ago and provided our 
employees access to two self-service analytics 
tools. We went from basically having no 
centralized, shared data to a platform that 
handles some 2 million daily transactions. 
Our data platform lets us wield information at 
the speed and scale our business demands, 
allowing our teams to make better, data-
driven decisions. Meanwhile, our self-serve 
analytics tools and coaching services are now 

At Cargill, we have been on a core 
modernization journey for several years. From 
our HR systems to treasury, from distribution 
and transportation systems to manufacturing, 
we have modernized more than half of Cargill’s 
systems. We have also invested heavily to 
update our approach to technology risk, both 
internally and externally. Such efforts are no 
small feat for a 155-year-old company with 
operations in 70 countries and an ambitious 
purpose of nourishing the world in a safe, 
responsible, and sustainable way. 

For a company like ours, maintaining and 
operating core technology is more than just 
good business. Consumers and farmers, 
as well as some of the world’s biggest food 
companies, retailers, and restaurant chains 
depend on Cargill. The pandemic-related 
disruption of supply chains and the global 
economy in 2020 served as a potent reminder 
to Cargill and companies everywhere that 
operating modern technology is critically 
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platforms, services, and digital products to meet 
those needs. Soon, Cargill customers using their 
phones will be able to access an entire portfolio 
of digital services, some even connecting them 
directly to the manufacturing floor. In IT, we will 
still have engineers with traditional skill sets 
focused on maintaining and modernizing our 
technology stack. And we’ll also have teams 
focused on digital platforms and services. 
Together, these teams will build the kind of 
modernized platforms and processes that we 
need to support a digital ecosystem. 

Modernizing our core systems and 
augmenting them with new services and 
platforms is transformational—and hard—
work. But in the current technology and 
economic climate, hard is relative. Savvy 
C-level leaders and boards of directors now 
get it: Rather than evaluating a technology 
investment for its costs, these leaders view 
these investments as continual modernization 
that will create positive returns. 

And even beyond modernizing, executives are 
coming to understand that progress on these 
technology journeys is vital to an entirely new 
form of disruptive competition in the market. 
Today’s savviest business leaders know that 
the future belongs to companies that put in 
the hard work to future-proof their technology 
foundation.

Rather than evaluating a 
technology investment for 
its costs, these leaders view 
these investments as continual 
modernization that will create 
positive returns. 

helping about 30,000 employees. But the 
most impressive number—especially to our 
executive team and board of directors—is the 
more than 7x return on these investments. 

We are also investing heavily to modernize 
our processes. Like many global corporations, 
we have some inefficient, disconnected 
systems—and more than a few manual tasks 
that can be automated. We are tackling this 
head-on. Working with our ERP vendors, we 
are creating perpetual, end-to-end processes 
throughout our organization. This is a complex 
task that involves system upgrades, process 
engineering, and a huge change-management 
effort. Putting new technologies in place is one 
thing—getting people to use them effectively 
is quite another. That said, we are making 
enormous progress on both fronts, and it has 
been well worth the effort.

My team’s approach in the future will be 
to identify business needs and then build 
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STRATEGY // Ongoing investments 
in core systems are necessary for IT to 
be an enabler of business value. Too 

often, executives view such investments in terms 
of immediate cost rather than future value. This is 
shortsighted: In many digital nonnative organizations, 
legacy core systems provide essential foundations 
for critical digital and business transformation 
initiatives. Several nontraditional approaches for 
financing core projects can help cost-focused 
CEOs find a different path to modernization. For 
example, working with the CFO, they can identify 
more cost-friendly opportunities to partner with 
hyperscaler cloud vendors or major ERP vendors 
and pursue smaller revitalization projects using low-
code platforms. These and similar approaches can 
fundamentally rework the traditional business case 
for modernization by transforming a line-item cost 
into an investment in the company’s future.

FINANCE // Many CFOs may have to 
make a crucial strategic decision about the 
future of their organization’s core systems: 

procrastination or proactive modernization? The larger 
and more complex an entity is, the harder—and more 
expensive—an enterprise-level project such as core 
revival can be. Some CFOs may choose to wait for 
existing systems to break or become untenable before 
acting, but they can accumulate technical debt along 
the way. By contrast, finance leaders who are eager 
to modernize can consider a variety of approaches 
beyond large-scale migrations. For example, exploring 
creative deal structures with large cloud vendors or 
moving existing capabilities to low-code platforms can 
lead to cost-neutral options for establishing a future-
ready foundation within core systems. Leveraging 
these and other core revival approaches, CFOs 
can become catalysts for fiscally responsible digital 
transformation and avoid being painted as a financial 
hurdle to the IT department’s big goals.

RISK // Many core modernization 
initiatives today introduce leading-edge 
technologies into existing IT ecosystems. 

Risk officers should expect risks to emerge when 
old and new technologies intersect; they can work 
closely with CIOs to anticipate and manage risk in a 
manner that doesn’t impede modernization efforts. 
Likewise, they can collaborate with the business side 
to identify opportunities to leverage risk management 
in new tech-enabled products and services as a 
strategic differentiator that helps build consumer 
trust. With these twin objectives in mind, CROs can 
help their organizations balance technology priorities 
and consumer sentiment against risks and regulatory 
concerns.
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KEY QUESTIONS LEARN MORE

Where would negotiating operate-
to-transform arrangements with 
your technology vendor(s) be
most useful?

Deloitte on Cloud blog
Stay on top of the latest
cloud news, views, and
real-world insights.

Would you benefit from moving 
legacy applications to more 
modern platforms (for example, 
low-code or cloud options)?

Are you low-code yet?
Gain insights on the benefits of 
low-code platforms and how it can 
enable greater agility to respond to 
business needs.

What is your strategy for 
eliminating technical debt in your 
legacy ERP system?

Clean, connected, elegant
Explore a strategic approach to core 
modernization through clean ERP 
and reduced technical debt.

2

3

1
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ARE YOU
READY?

https://www2.deloitte.com/us/en/pages/consulting/topics/deloitte-on-cloud-blog.html
https://deloitte.wsj.com/cio/2020/10/02/are-you-low-code-yet-your-competition-likely-is/
https://www2.deloitte.com/ng/en/pages/technology/articles/clean-connected-elegant.html
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COST CENTER TO VALUE DRIVER

Optimizing supply chain components to differentiate 
services provided to each customer can help companies 
find the sweet spot between cost and service.

INTEROPERABLE DATA

Data becomes even more valuable when 
it is aggregated, mined for insights, and 
disseminated in real time across an 
ecosystem of stakeholders. 

TOOLS FOR SUPPLY CHAIN TEAMS

RPA, cobots, and drones make supply chain 
field work safer and more efficient.

Supply unchained
47



customer needs and to fluctuations 
in demand.  

• They can explore ways to capture larger 
volumes of structured and unstructured 
data. By mining this data for operational 
insights, they can continuously optimize 
systems and processes throughout the 
organization. And by sharing the data 
more widely, they can look to optimize 
their entire supply ecosystem.

• Organizations may also pursue 
opportunities to use robots, drones, and 
other technologies to make supply chain 
teams more effective, efficient, productive, 
and safe.

While companies have been digitizing their 
supply chains for some time, recent shocks 
have provided fresh urgency for change. In 
Q1 2020, the world witnessed a decades-old 
supply chain model being disrupted, and it 
wasn’t pretty. Driven by panic buying, consumer 
demand for paper products, cleaning supplies, 
and other nonperishable goods spiked 
dramatically.1 Yet within domestic and global 
supply chains, these demand signals were not 
transmitted quickly to manufacturing floors 
and sourcing departments. After years of small-
scope efforts to optimize and strengthen their 
supply networks, many leaders were confident 
that they had created robust, transparent 
supply networks. When COVID-19 hit, it quickly 
became clear that their efforts had been 
insufficient. Even the most flexible, resilient 
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Over the next 18 to 24 months, 
we expect to see manufacturers, 
retailers, and others take supply 

chain transformation to the next level by 
optimizing their supply chain ecosystems 
for resilience and risk. Moreover, they will 
begin transforming their supply chains from 
traditional back-office cost centers into value-
driving operations. How? By following industry 
leaders’ playbook for optimizing supply chains 
for customer segments:  

• Trend participants can deploy an array of 
digital tools to hypersegment customers 
and capture demand signals from 
disparate parts of their value chains. They 
can then use this information to make 
supply chains more responsive to unique 
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supply chains proved to be only as strong as 
the weakest links of their suppliers’ chains. 

The ensuing disruption was widespread. In a 
recent survey of supply chain professionals, 
97% of respondents said their organizations 
experienced COVID-19–related disruption.2 
Some of these organizations were caught off 
guard by the severity of the pandemic and 
the speed at which it unfolded. They shouldn’t 
have been. The world has become ever 
more dependent on connectivity, vulnerable 
systems, and global supply chains, and this 
kind of high-impact disruptive event will likely 
occur with greater frequency.3 

Against this backdrop, a growing number of 
leaders are realizing that their organization’s 
supply chain optimizations may not suffice 
in an interdependent, unpredictable 
world. Indeed, in the same survey, 73% of 
respondents said their organizations are now 
planning major shifts in the way they approach 

supply chain management and procurement.4 
As a result, some are now taking a page 
from digital supply network pioneers. Using 
analytics to understand their customers 
more deeply and predict their behavior, 
a growing number of organizations are 
working to understand the sources of value 
for and buying behavior of those customers. 
By sharing information with their network 
of suppliers—and receiving information 
in return—they can better link supply and 
demand. And understanding their customers’ 
value drivers makes it possible to optimize for 
deployment, logistics, procurement, and more 
in their new supply networks.

The work of turning a traditional cost 
center into a robust value driver will not 
happen overnight. Nor will building the 
flexibility, transparency, and resilience that 
complex supply networks need to weather 
disruption. But the time to start is now. 
COVID-19 portends a new, uncharted phase 

of globalization, interdependency, and—
importantly—vulnerability. 

Is your supply chain ready?

From cost center to value driver

The idea of transforming the supply chain 
from cost center to value driver is not new. 
Over the past two decades, leading companies 
have fine-tuned strategies for optimizing 
incentives and disincentives for online 
purchasing and delivery timing—strategies 
that manufacturing, retail, and other sectors 
may find helpful as they transform their supply 
chains. (See Lessons from the front lines 
“Pactiv Evergreen gets proactive with factory 
asset intelligence,” on page 55).  

Online retailers were among those 
pioneering the art of using predictive models 
to optimize the location and volume of 
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inventory, procurement, and replenishment. 
Using customer data, they developed highly 
detailed customer cost-to-serve profiles 
used to segment customers into groups 
based on location, preferences, and service 
expectations. These retailers found that in 
some cases, customers will pay premium 
prices for premium delivery services, while 
more price-sensitive customers will accept 
longer delivery time frames. 

The work of turning a 
traditional cost center 
into a robust value 
driver will not happen 
overnight. 
Developing nuanced insight into the 
complexities of demand and customer 

priorities helped these organizations 
pre-position products closer to demand, 
decrease transit time and risk, and increase 
delivery schedule reliability.5 Meanwhile, 
they could maintain remote warehouses 
to supply nonurgent deliveries to the more 
price-sensitive. These insights transform 
supply chains into something new: a tool that 
encourages customers to make informed, 
personal buying decisions while simultaneously 
improving company profitability. 

Hyperpersonalization and customer 
segmentation—made possible today by the 
systematic capture, aggregation, and analysis 
of vast volumes of unstructured data from 
increasingly nontraditional sources—have 
standardized across retail and are now 
poised to transform supply chains across 
industries. Some of these same approaches 
can help organizations in manufacturing, 
pharmaceuticals, energy, and other sectors 
better understand demand patterns and 

their impact on the supply chain, from point 
of sale to the manufacturing floor and all the 
way back to tier-three suppliers. Indeed, the 
extent to which customer information can be 
captured in real time to feed supply chain and 
manufacturing production decisions is already 
becoming a competitive differentiator. 

Take, for example, a consumer products 
company that manufactures and sells liquid 
laundry detergent in plastic bottles. Analysis 
of this manufacturer’s value chain data clearly 
shows the difference in revenues from bulk 
sales to big-box wholesalers and smaller sales 
to mom-and-pop stores in rural areas. Armed 
with this insight, the detergent maker can 
segment its customers based on profitability 
and service expectation. It doesn’t want to 
overserve its mom-and-pop customers who 
don’t need regular deliveries, and it cannot 
afford to underserve the valuable big-box 
customers who expect much more. This is 
where the supply chain can become a powerful 
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tool for engaging customers. By optimizing 
the component parts of its supply chain to 
differentiate services provided to each customer, 
the company can find and maintain the sweet 
spot between cost and delivery service. 

Tightly controlled, robust supply networks can 
offer another advantage as well. When faced 
with rapid, unexpected spikes in demand such 
as we saw in the early months of the COVID-19 
pandemic, digitized, data-driven supply chains 
that provide high levels of transparency
may be able to synchronize their planning, 
production, and fulfillment functions
effectively and minimize—or even prevent—
widespread disruption.

Share and share alike: 
Data becomes interoperable 
As supply chains are transformed into value-
providing supply networks, it is critical that 

organizations understand the value they 
provide customers, develop greater clarity into 
internal operations, and work to make supply 
more visible across their networks. Data—
from internal supply chain operations and 
external partnerships alike—is the keystone 
for these efforts. Enhanced data visibility and 
speedier data processing can fuel efforts to 
align the supply and value chains. 

Over the next 18 to 24 months, we expect 
to see organizations taking part in the supply 
unchained trend take the following steps to 
capture and analyze more data:

• Leverage IT/OT convergence. The same 
smart factory applications and Industrial 
Internet of Things (IIoT) sensor technologies 
that marry IT networking with operational 
technology software and machines on the 
factory floor are finding new applications in 
smart warehouses, logistics, and sourcing. 
Aggregating real-time operational data 

from these and other supply chain 
functions into a commonly shared 
data platform enhances end-to-end 
transparency, live metrics that support 
human and machine-based decision-
making, and operational efficiency.6 In 
addition to IIoT sensors, visual, acoustic, 
and temperature monitoring tools can 
generate unstructured and 
nontraditional data streams that, 
once digitized and analyzed, can help 
maintenance teams identify anomalies 
and perform predictive maintenance. 

• Boost data capabilities at the edge. 
In the arena of data management, time is 
money. Time-sensitive data can become 
essentially valueless after it is generated, 
often within milliseconds. Therefore, the 
speed at which organizations can convert 
data into insights and then into action 
across their supply chains is often mission 
critical.7 Edge computing can turbocharge 
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this process by moving processing and 
storage capacity closer to the source 
of data. In this distributed architecture 
model, data does not have to go to the 
core or cloud for processing, analysis, and 
dissemination. For example, digital data 
generated at the point of manufacture or 
sale can be analyzed in the moment, its 
insights then disseminated in real time 
from the edge directly to disparate pockets 
within the supply chain ecosystem that 
may not have their own analytics and 
compute capabilities.  

Meanwhile, as organizations optimize their 
internal operations to serve clients and 
customers better, they are realizing that they 
need more visibility into their external sources 
of supply. Some are starting to explore the 
idea of creating common logistics platforms 
that can be used to share information across 
all the suppliers in the network in real time. 
When platforms become transparent, they 

offer visibility into every organization’s supply 
chain, not just their own. The platforms may 
bring an AI and advanced analytics layer 
positioned on top of all the information to 
enrich the entire data corpus. Data, then, 
becomes interoperable.

Enhanced data visibility 
and speedier data 
processing can fuel 
efforts to align the 
supply and value chains.  
The journey to full data interoperability will 
take time. As a first step, consider constructing 
a two-tiered data framework that incorporates 
elements of a shared-data future. On one 
level, data will be interoperable. Companies 
can create a native standard that allows users 

operating anywhere within a supply chain 
network to share information. This can help 
address a perennial challenge of one group 
in the chain building a product or data model 
that others inside an organization alone 
cannot easily replicate or support. There can 
be a second level in the data framework that 
individuals or groups within the supply chain 
can use to fast-track portable enhancements 
that the market demands.

New tools for supply chain teams
When we think of supply chain in its historic 
role as a cost center, we cannot overlook the 
cost, safety considerations, and inefficiencies 
associated with some non–value-added 
tasks performed by supply chain talent. For 
example, consider a traditional fulfillment 
model: When an order comes in, a coordinator 
hands a printed form to a forklift driver. 
The driver goes into a warehouse, lifts the 
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purchased product onto a palette, and then 
drives to an adjacent rail yard, where he 
loads the palette into a boxcar. Though an 
integral part of many supply chain operations, 
processes in which human workers operate 
heavy machinery in transit hubs and enclosed 
warehouses are often costly and inefficient. 
They may also carry a degree of safety risk. In 
the energy and utility industries, where field 
teams work with power lines and telecom 
towers in remote locations, the risks and the 
costs can be even higher. 

Organizations are 
realizing that they need 
more visibility into 
their external sources
of supply.

As the supply unchained trend gathers steam 
in the coming months, we expect to see more 
organizations address this challenge head-on 
with an array of technologies:

• Autonomous robots and collaborative 
cobots. Implementing autonomous robots 
can drive value by reducing direct and 
indirect operating costs and increasing 
revenue potential. They can lower labor 
costs and increase productivity by working 
around the clock.8 Likewise, cobots work 
alongside human workers, augmenting 
their performance. Their movements 
are easily programmable, which enables 
them to perform specific, limited tasks 
such as sorting packages. In material 
transportation environments, cobots 
can zip past each other, humans, or 
moving objects in a warehouse or on a 
factory floor thanks to advanced collision 
avoidance capabilities.9

• Aerial drones. Companies can use 
unmanned drones for a variety of tasks, from 
providing inbound logistics in time-critical 
situations to carrying materials from storage 
to factory and transporting directly from 
receiving to shipping. Drones can also scan 
inventory efficiently and reduce labor costs.10

• Computer vision. Cameras are rapidly 
becoming ubiquitous and connected. Supply 
chain operators are placing them, in tandem 
with AI, throughout warehouses and freight 
yards to count stock. Companies are also 
using these computer-vision technologies on 
factory floors and in offices to monitor social 
distancing among employees, validate safety 
protocols, and help maintain procedural 
compliance. More advanced computer vision 
capabilities make it possible to visualize 
temperature radiation, detect subtle 
movements imperceptible to the human eye, 
and “ultra-zoom” in on individual parts of a 
complex whole. 
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Interoperable data, AI, and machine learning 
also have a role to play. The ability to tie even 
the most remote supply chain functions into 
a seamless network with real-time data and, 
then, automate those functions or control 
them from a central location will be critical to 
lowering costs, while enhancing worker safety 
and efficiency. 

The way forward 
The list of promising tools and techniques in 
this field will continue to grow in the coming 
years as organizations work steadily to 
transform their supply chains from cost center 
to value driver and to prepare for the next big 
disruption. The time to begin this work is now. 
Digital tools and advanced techniques that 
seemed mildly interesting to supply chain 
leaders only a few years ago are mission 
critical. The COVID-19 pandemic has not only 
undermined many long-held assumptions 

about globalization and business-critical 
dependencies—it has laid bare the 
vulnerabilities of traditional supply chain 
models operating in a world where large-scale 
disruption may be no longer the exception
but the rule. 
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LESSONS  
FROM THE  
FRONT LINES

Pactiv Evergreen gets proactive 
with factory asset intelligence
The factory floor is a critical component in a supply chain’s 
overall flow from materials to finished products. Within this 
controlled environment, manufacturers not only create value 
but, to a degree, set the pace at which other supply network 
components such as sourcing and distribution operate. When 
factory machines malfunction, the impact can ripple across 
the entire supply chain, which is why a growing number of 
companies deploy an array of digital technologies on factory 
floors to generate the data they need to better understand 
machine efficiency and create a continuous machine 
optimization cycle. 

Case in point: Pactiv Evergreen, one of the world’s largest 
producers of food and beverage plastic, paper, and foam 
containers, wanted to explore opportunities to use digital 
capabilities including IoT, visualization tools, and advanced 
analytics to increase overall equipment effectiveness (OEE) to 
drive increased revenues without a significant investment in 
additional factory equipment. Leaders also wanted to reduce 

operating costs by making the company’s existing industrial 
assets more efficient.

The company embarked on a factory asset intelligence 
program to merge the physical and digital worlds by investing 
in IoT technology, artificial intelligence, and advanced analytics 
to drive both asset and people performance improvements.

First, Pactiv Evergreen had to “light up” the dark data that 
already existed within plant assets and ingest it into a 
platform for both real-time and historical analyses. Because 
much of the equipment used within the processes was 
decades old, none of the machines communicated with one 
another or with operations personnel beyond the control 
panels. Project teams defined high-value use cases and then 
added secondary sensors across production lines to monitor 
and predict material flow issues from the silos to the hopper 
train cars, as well as specific asset health including vibration, 
temperature, and amperage. The teams also harvested 
data from other sources—including downtime, quality, and 
production—that, upon analysis, provided a holistic view of 
plant activity.
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Pactiv Evergreen wanted to transition from 
reactive maintenance to condition-based 
monitoring, as a precursor to building up 
sufficient data history to become predictive. 
By utilizing edge processing technologies to 
capture critical data points such as vibration, 
temperature, and pressure, leaders were 
able to predict downtime and failures based 
on anomalies in real time. This information 
fed a library of proprietary condition-
based monitoring applications, which were 
customized for different user groups.
These apps pushed actionable insights to
the right people, who could then address
potential problems before production 
disruptions occurred.

As part of the initial plant deployment, project 
teams also experimented with signal analysis 
and video analytics to understand asset 
health throughout the production process. For 
example, the grinder is the most unintelligent 
asset on the production line, but if it goes 

down, the entire production line goes down. 
Using acoustic signal analysis, Pactiv Evergreen 
developed an algorithm based on machine 
learning that would predict grinder blade wear 
and alert maintenance to replace the blades 
during the next changeover, thus preventing 
unplanned downtime.

Finally, Pactiv Evergreen developed a factory 
control tower to allow plant leadership to 
monitor line asset performance as well as 
the OEE for each line and the entire plant. 
The control tower also provides insights on 
raw material consumption (blend insights) to 
control quality and material usage variances, 
machine and human performance insights 
(activity insights), and overall production 
health (production insights). 

Pactiv Evergreen’s factory asset intelligence 
initiative has transformed the company’s 
entire approach to operational monitoring 
and maintenance, resulting in a 9% boost in 
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OEE and a positive impact on the bottom 
line. “The results so far have been excellent,” 
says CFO Mike Ragen. “We have seen a lift of 
about 19% in output, and that that equates on 
one line to about US$2 million of profitability. 
Extrapolating that across the 18 lines, we 
should see a US$36 million lift.”11
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Every week, a squadron of B1-B Lancer 
bombers takes off from Ellsworth Air Force 
Base in South Dakota on routine missions 
over North America. 
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These venerable aircraft were designed and manufactured during the 
Cold War yet continue to serve as workhorses in America’s strategic 
air wing. Their longevity can be attributed, in part, to a complex supply 
chain that provides maintenance crews and engineers with hard-
to-find parts needed to keep B1-Bs running at peak performance. 
This is not a supply chain in the classical sense—rather, it is an 
interconnected ecosystem of digital tools and capabilities that monitor 
wear and tear on aircraft parts, enable predictive maintenance, and 
optimize inventory and fulfillment functions to help keep costs down. 
In other words, next-generation digital supply chain technologies are 
helping taxpayers extract more value from legacy assets. 

MY TAKE

John Tomblin, PhD 
Senior vice president for
industry and defense programs
and executive director, NIAR, 
Wichita State University  
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movement underway in which organizations 
are integrating design, manufacturing and 
other components within larger supply chains. 
Entire ecosystems connected by a digital thread 
increasingly share the same high-quality data 
in real time from end to end. A part supplier 
is now connected to designers and engineers 
who are, in turn, sharing data with workers and 
machines on the factory floor, and on through 
to warehousing and fulfillment. Every aspect of 
the product life cycle is integrated into a unified, 
data-driven, digital process that optimizes costs 
and efficiency over time. 

Every aspect of the product 
life cycle is integrated into a 
unified, data-driven, digital 
process that optimizes costs 
and efficiency over time. 

In our work with smart factory technology at 
Wichita State, I see how some of the digital 
advances we are making with smart factories 
can help transform other components in a 
digital supply network. A smart factory is a 
highly digitized and connected production 
facility that uses technologies such as artificial 
intelligence, IoT, and robotics to manufacture 
products; it can self-adapt and autonomously 
optimize manufacturing operations. Machines 
on a smart factory floor can automatically 
boost production based on demand signals 
or slow down production based on supply 
signals. Likewise, with smart factories acting as 
the beating heart of digital supply networks, 
timing and production change signals can 
ripple out across a network in real time, thus 
maintaining operational coordination. 

We are also exploring ways to use digital-twin 
technology to design smart factories, and 
to depict the most detailed aspects of their 
operations digitally. Companies can review 

My team at Wichita State University’s 
National Institute for Aviation Research (NIAR) 
collaborates with the US Air Force to develop 
digital tools and predictive models for the B1-B 
airframe. For example, we have engineered 
digital-twin capabilities that offer maintenance 
teams an unprecedented 3D view into 
how particular aircraft parts will stand up 
to use over time. In the coming years, this 
capability will help aviation mechanics perform 
predictive maintenance on the B1-B and 
other legacy aircraft when—and only when—
needed. What’s more, using digital-twin data, 
they will be able to 3D-print long-obsolete 
replacement parts, extending the fleet’s 
usefulness for the lowest possible cost. 

Digital technology’s ability to generate this 
degree of visibility—not only into the status of 
objects, but into operational processes and 
contextual environments—is poised to disrupt 
longstanding manufacturing and supply chain 
models. There is a digital transformation 
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the designs, see them in operation, and make 
needed design adjustments long before 
pouring concrete and laying bricks. If design 
changes are needed during construction, they 
can be made much more quickly to minimize 
unnecessary delays and costs. Likewise, we 
can reengineer existing factories for the digital 
world. We make a digital twin of the legacy 
factory and then generate a virtual world 
overlay that illustrates changes needed to a 
single production line—or to an entire factory. 

Ultimately, a factory is merely a process for 
taking input and turning it into output. In fact, 
we’re using factory principles to assemble a 
high-volume COVID-19 testing lab in Wichita, 
Kansas. Whether the process keeps a plane 
in the air, manages virus testing, or delivers a 
smart phone, data drives it. Data—along with 
digital tools—can deliver the unprecedented 
insight customers need to innovate, optimize, 
and keep their operations soaring, like the 
B1-B, for years to come.
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STRATEGY // Transforming an 
organization’s supply chain from cost 
center to profit driver can have a significant 

impact on overall business strategy. While CEOs 
may not dive too deeply into the minutiae of data 
interoperability and demand signal capture, they 
should focus on the potential value that data-driven 
customer segmentation, digital optimization, and 
ecosystem transparency can help create. Taken 
together or individually, these opportunities are 
relevant to business and financial planning, risk 
management, and organizational efficiency. Notably, 
they can also help organizations optimize their 
supply chains for resilience and flexibility, which in the 
current global economic environment should be on 
every CEO’s priority list.

FINANCE // To manage current supply 
chain disruptions, and to make supply 
chains more resilient for the future, 

CFOs can explore opportunities to invest in new 
technologies for greater integration. Case in point: 
blockchain.12 The CFO, along with the broader C-suite, 
may be interested in the possibilities of increasing 
blockchain adoption for greater supply chain 
resilience in the postpandemic world. In fact, 40% 
of CFOs in a recent Deloitte survey expected their 
supply chains to be more diversified after the effect 
of coronavirus.13 To achieve this diversification—and 
stay profitable—CFOs may need to dive deep into 
tactical items such as supplier payment terms, vendor 
assessments, and interest rate negotiations. No 
technology or reassessment should be out of bounds 
in the transformation from supply chain to network.

RISK // Global supply chains have faced 
acute disruption and increased regulatory 
scrutiny as a result of the pandemic; risk 

leaders today may not even be aware of all the points 
of risk in their supply chains. Even so, they may be 
able to respond effectively to future disruptions 
by learning more about vulnerabilities in their 
supply chain. Technology now makes it possible for 
organizations to understand the risk profile of their 
vendor landscape, share data in real time, protect IP, 
and track contractual terms. More disruptions are 
inevitable in increasingly complex supply networks, 
but forward-thinking CROs can take steps today to 
reduce potential points of failure throughout all parts 
of their supply chains.
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EXECUTIVE PERSPECTIVES
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KEY QUESTIONS LEARN MORE

What technologies and techniques 
can you deploy to capture and 
analyze more internal and external 
data from across the supply and 
value chains?

Supply chain collection
Explore the latest insights on 
disruptive changes in supply chain, 
and learn how your organization 
can respond.

How could you benefit from 
sharing information more freely 
across your supply network?

From one to many
Learn how to drive efficiencies by 
scaling smart factory manufacturing 
systems and responding to supply 
chain stress. 

Which nonrepetitive supply chain 
tasks carry elevated safety risks? 
Which of these tasks could be 
performed by robots, cameras, or 
other technologies?

Industry 4.0 collection
Delve into the research on how 
advanced manufacturing and IoT are 
connecting physical and digital.

2

3

1

61

ARE YOU
READY?
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Multitalented teams of technologists and 
machine learning professionals can help 
organizations operationalize and scale AI.

STRENGTH IN NUMBERS

MLOps can help AI teams promote trust by 
addressing data management challenges 
such as accountability and transparency, 
regulation and compliance, and ethics.

OPEN THE BLACK BOX

Like DevOps, MLOps features automated 
development pipelines, processes, and tools 
that streamline machine learning model 
development and operations.

AI + DEVOPS PRINCIPLES
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clunky, brittle development and deployment 
processes that stifle experimentation and 
hinder collaboration between product teams, 
operational staff, and data scientists. In one 
survey of nearly 750 business decision-makers, 
only 8% considered their companies’ ML 
programs to be sophisticated. And deployment 
happens too slowly: Twenty-two percent said it 
takes between one and three months to deploy 
a newly developed ML model into production—
where it can deliver business value—with 
another 18% saying that it takes more than 
three months.2  

As a result, IDC reports, 28% of AI/machine 
learning projects fail, with lack of necessary 
expertise, production-ready data, and 
integrated development environments cited as 

the primary reasons for failure.3 Many more 
projects (47%) fail to even make it out of the 
experimental phase and into production.4

Many organizations are constrained by 
artisanal development and deployment 
techniques, with star data scientists frequently 
treated as virtuosos and given considerable 
creative control. Typically, these models 
are developed and deployed using manual, 
customized processes that, however clever, 
aren’t terribly scalable. And enterprise data 
infrastructure is not designed to support 
rapid, consistent, streamlined development 
of machine learning models, as the chapter 
Machine data revolution discusses.
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Sophisticated machine learning models 
help organizations efficiently discover 
patterns, reveal anomalies, make 

predictions and decisions, and generate 
insights; Forrester reports that more than 
half of global data and analytics technology 
decision-makers have implemented or are in 
the process of implementing some form of 
AI.1 As machine learning and AI increasingly 
become key drivers of organizational 
performance, enterprises are realizing 
the need to shift from personal heroics to 
engineered performance to more efficiently 
move ML models from development through to 
production and management. 

Despite growing ML adoption, many 
organizations are hamstrung in their efforts by 
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Organizations may need to rethink cultural 
norms, organizational structures, and 
governance mechanisms to more efficiently 
leverage AI resources, according to Jeff Butler, 
director of research databases at the Internal 
Revenue Service. “AI and machine learning 
can transform the way business is done, 
but only if organizations can fundamentally 
reshape organization structures, cultures, and 
governance frameworks to support AI,” he 
says. “Scaling AI across the IRS means that we 
are thinking differently about how models are 
created and managed, how to get the skills 
and talent we need, and how to hold ourselves 
accountable to taxpayers.”5

Indeed, as we noted two years ago in the 
Tech Trends chapter AI-fueled organizations, 
to integrate AI and machine learning into 
every process and system, businesses must 
be able to deploy them consistently and at 
scale.6 To realize the broader, transformative 
benefits of AI and machine learning, the 

era of artisanal AI must give way to one of 
automated, industrialized insights. Enter 
MLOps, also known as ML CI/CD, ModelOps, 
and ML DevOps: the application of DevOps 
approaches and tools to model development 
and delivery to industrialize and scale 
machine learning.

MLOps optimizes development, 
deployment, and management
Twenty years ago, similar development and 
operational challenges faced in software 
development led to the birth of DevOps. 
By standardizing and automating application 
development, deployment, and management, 
DevOps transformed the way many IT teams 
release and manage software, enabling them 
to dramatically improve development efficiency, 
delivery schedules, and software quality. 

Today, it’s AI’s turn for the DevOps treatment. 
MLOps is an approach that marries and 
automates ML model development and 
operations, aiming to accelerate the entire 
model life cycle process. MLOps helps 
drive business value by fast-tracking the 
experimentation process and development 
pipeline, improving the quality of model 
production—and makes it easier to monitor 
and maintain production models and manage 
regulatory requirements. The MLOps market 
is expected to expand to nearly US$4 billion 
by 2025.7

The DevOps approach recognizes that 
improving software operations warrants 
attention, just as improving software 
development does. Like DevOps, MLOps 
features automated pipelines, processes, 
and tools that streamline all steps of 
model construction. Through continuous 
development, testing, deployment, 
monitoring, and retraining, MLOps can 
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improve collaboration among teams and 
shorten development life cycles, thereby 
enabling faster, more reliable, and more 
efficient model deployment, operations, and 
maintenance as well.

With automation and standardized processes, 
MLOps can encourage experimentation 
and rapid delivery, helping enterprises 
industrialize machine learning. For example, 
new techniques and approaches, supported 
by better data organization for use by 
machines, can reduce to days or even hours 
the process of customizing and adjusting 
the way models learn to generate the most 
accurate outcomes, known as model tuning. 
To help ensure that the best processes are 
industrialized, productionized, and scaled, 
teams can reevaluate and automate existing 
processes for creating, managing, and curating 
the data, algorithms, and models at the heart 
of machine-driven decision-making.

Once models have been deployed to 
production and begin encountering more 
data, monitoring their performance can help 
ensure they continue to deliver business value. 
If unchecked in production, unexpected bugs 
could be introduced into the pipeline. And as 
the data used to train and validate models 
ages, predictive accuracy can deteriorate. 

MLOps can encourage 
experimentation and 
rapid delivery, helping 
enterprises industrialize 
machine learning. 
This concept, known as model drift, is one 
of the leading reasons that models miss 
performance targets. For example, COVID-19 
disrupted many supply chains because 

demand planning models weren’t updated 
frequently enough to account for the quickly 
emerging “new normal” as the pandemic 
began. As discussed in the chapter Supply 
unchained, many businesses had either too 
much or too little supply, in large part because 
their demand planning models were operating 
on data and assumptions that became 
outdated nearly overnight. 

MLOps helps organizations monitor model 
performance and manage model drift’s 
predictive inaccuracies by helping standardize 
processes for maintaining alignment of AI 
models with evolving business and customer 
data. Human ML experts can monitor 
production models, observe how they change 
and behave as they scale, and decide when 
they need to be retrained or replaced. As 
a result of this planning and monitoring, 
model drift is diminished, and development 
and deployment become more flexible and 
responsive.
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Development focus shifts from 
exceptionalism to professionalism
Bringing the discipline of DevOps to machine 
learning can help AI adopters scale model 
development and deployment, but they must 
also tackle a significant skills gap. In a recent 
Deloitte study, 68% of executives surveyed 
described their organization’s skills gap as 
“moderate-to-extreme,” with 27% rating it as 
“major” or “extreme.”8

Typically, enterprises rely on a small number 
of highly skilled data scientists and analysts 
to develop and test complex ML models and 
then deploy them to a production setting. 
With expertise in statistical analysis and 
experience in determining appropriate ML 
approaches, developing models, making 
prototypes, and ensuring the models’ 
predictive accuracy, these data scientists are 
in high demand.

But relying on a few experts has limits, chiefly 
related to scalability and repeatability. Every 
data Jedi typically prefers their own set of model 
development and deployment workflows, 
based on education, experience, and personal 
preferences. They then often build models 
with bespoke data extracts that can require 
significant effort to recreate when later brought 
into a production setting using real-world, large-
scale data. As machine learning permeates the 
enterprise, a more scalable, efficient, and faster 
approach is needed to improve development 
resilience, reduce production bottlenecks, and 
increase the reach of ML projects.

Organizations need supporting teams 
of multitalented technology and ML 
professionals to help with activities such as 
data management, model deployment, and 
postdeployment monitoring and management. 
MLOps practices encourage communication 
between expanded development and 
production teams; like DevOps, it’s a deeply 

collaborative approach, enabling a broader 
and larger team of professionals to work 
together more efficiently to get more done in 
a standardized manner. Tools can help too: 
Automated machine learning, or AutoML, can 
accelerate model development by helping
data scientists quickly test different models 
and variants.

These new players can help data scientists 
test and fine-tune their creations, deploy 
models to production, manage production 
models, address issues related to security and 
governance, and remove impediments to AI 
and ML initiatives associated with outdated 
data infrastructures. Together with MLOps, 
data engineers and technologists can expand 
the focus of AI teams from model building to 
operationalizing. By lightening the load on the 
still-critical data scientists, the new supporting 
cast and crew can help ensure that the entire 
production is as Oscar-worthy as the lead 
actor’s performance.
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MLOps helps address emerging 
challenges associated with  
data use
Despite the many similarities between 
DevOps and MLOps, machine learning spawns 
complex, data-related issues not commonly 
faced in the software development process, 
such as accountability and transparency, 
regulation and compliance, and AI ethics.

For example, ML models often make 
predictions that drive decisions related 
to medical diagnoses, loan applications, 
prison sentencing, and other consequential 
matters. These require model and algorithm 
transparency to shed light on how and why 
these decisions are made. There may also 
be privacy and consent issues related to 
both training and production data sets. And 
because ML systems often use sensitive 

personal information, data protection may 
further need to meet regulatory compliance 
standards, such as HIPAA, PCI, or GDPR. 
Another challenge: the use of biased data that 
reinforces and amplifies societal prejudices—
sometimes overt but often implicit. And it’s 
not enough to simply retrain models with 
unbiased data, because developers can 
unintentionally build their own biases into 
algorithms and models. 

MLOps can help organizations manage such 
dilemmas by establishing and enforcing 
program-level guardrails that can drive 
accountability as a baseline requirement. 
Within a robust MLOps framework, 
development and deployment teams will 
find it easier to adhere to governance and 
compliance protocols and privacy and 
security regulations. Similarly, programmatic 
traceability standards can help ensure that 
model transparency—and to a degree, 
fairness—are standard ingredients in any 

model’s design and implementation. MLOps 
tools can automatically record and store 
information about how data is used, when 
models were deployed and recalibrated and 
by whom, and why changes were made. 

Another challenge: the 
use of biased data that 
reinforces and amplifies 
societal prejudices—
sometimes overt but 
often implicit. 
Without MLOps procedures in place, it would 
be infeasible, if not impossible, to prove 
proper data handling or use in response to an 
external inquiry.
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As model development and deployment is 
standardized and automated—and becomes 
a team sport—accountability is diffused 
and shared throughout the process. The 
responsibility, then, sits at the process level, 
with the baseline requirement to produce 
more auditable, accountable AI. Cracking 
open the black box of machine learning 
can result in transparency that enables 
stakeholders to more easily interpret, 
understand, and trust the data and logic 
upon which decisions are founded.

The way forward

As enterprises seek to scale AI development 
capacity from dozens to hundreds or 
even thousands of ML models, they can 
benefit from the same engineering and 
operational discipline that DevOps brought 
to software development. MLOps can help 
automate manual, inefficient workflows and 

streamline all steps of model construction 
and management, but organizations likely 
will also need to infuse AI teams with fresh 
talent whose capabilities complement those 
of highly skilled data scientists, further 
extending teams’ focus from model building to 
operationalization. When armed with MLOps 
tools and processes, these expanded AI teams 
likely will be better able to address challenges 
related to accountability and transparency, 
regulation and compliance, AI ethics, and other 
issues related to managing and organizing 
data for machine-driven decision-making. As 
a bonus, this approach enables data scientists 
to focus on experimenting and innovating 
with new AI technologies that go beyond 
core techniques, enabling organizations not 
only to scale ML initiatives but to be more 
operationally resilient and agile in the face of 
technological change.
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LESSONS  
FROM THE  
FRONT LINES

The next wave of AI research
Researchers at the National Oceanic and Atmospheric 
Administration (NOAA) are increasingly leveraging AI and 
machine learning to better understand the environment and 
make potentially life-saving predictions. With an extensive 
network of environmental satellites and observation systems 
that collect real-time weather, climate, and ocean data, the 
federal agency currently uses AI to interpret earth, ocean, 
and atmospheric observations, improve weather forecasting, 
monitor marine mammal and fish populations, and aid many 
other applications. 

As NOAA seeks to expand its use of AI and ML to every mission 
area, it recently launched an effort to improve the efficiency 
and coordination of AI development and use across the agency. 
Historically, NOAA scientists have undertaken AI initiatives and 
machine learning models independently, with every researcher 
potentially having a different idea about how to leverage AI for a 
specific project; development happens organically. As a result, 
line offices, made up of multiple research centers and divisions, 
are each at a different stage of maturity in the AI journey.

“To create truly transformational products, we need a more 
consistent, synchronized approach to AI across the agency,” 
says Sid-Ahmed Boukabara, principal scientist for strategic 
initiatives at NOAA’s Center for Satellite Applications and 
Research, the research arm of the National Environmental 
Satellite, Data, and Information Service.9 “We aim to 
dramatically expand the application of AI in every NOAA 
mission area by improving the efficiency, effectiveness, and 
coordination of AI development and usage across the agency.” 

NOAA developed a bold strategy focused on achieving five 
strategic goals.10 One of those entails the establishment of a 
virtual AI center, allowing line offices to share best practices 
and integrate efforts when appropriate. The NOAA AI Center 
was proposed in the latest presidential budget request and is 
being discussed on Capitol Hill. 

Regardless of where a line office, division, or center sits on 
the maturity curve, the NOAA AI Center is envisioned to work 
with those scientists and researchers to help them effectively 
transition AI projects from idea to operations. Initially, the 
agency aims to increase the use of small-scale demonstration 
projects related to specific areas such as weather forecasting, 
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which can serve as proofs of concept for 
larger-scale efforts. Another objective of 
NOAA’s AI strategy has been to strengthen 
and expand partnerships in order to enhance 
the use of AI to achieve the NOAA mission.11

In addition to partnerships and coordinating 
AI research, the NOAA AI Center is expected 
to be responsible for making NOAA’s data 
AI-ready and available to the agency and 
public, promoting ML algorithm development, 
AI labeling, application development, 
information exchange, and general AI 
awareness generation and workforce training. 
Technical specialists from the NOAA AI 
Center, embedded in the line offices, will 
provide researchers with the know-how, 
tools, and support to execute their ideas. 
“We’ll make sure to not stifle scientists’ 
creativity and instead help them conserve 
resources and enhance their use of AI when 
needed,” Boukabara says. “By cross-fertilizing 
knowledge across the agency, we’ll be able to 

benefit all line offices by efficiently leveraging 
the newest machine learning techniques when 
scientifically appropriate.”

Scaling to thousands of 
models in financial services
AI and machine learning technologies are 
helping financial services firm Morgan
Stanley use decades of data to supplement 
human insight with accurate models for 
fraud detection and prevention, sales and 
marketing automation, and personalized 
wealth management, among others. With an 
AI practice that’s poised to grow, the firm is 
leveraging MLOps principles to scale AI
and ML.12  

“We need to be able to scale from hundreds of 
models to thousands,” says Shailesh Gavankar, 
who heads the analytics and machine 
learning practice in Morgan Stanley’s Wealth 
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Management Technology department. “There 
are limitations to doing everything manually as 
long as data scientists and data analysts are 
working on their own ‘island’ without the ability 
to collaborate or share data.”

Currently, the practice is using common 
platforms for managing data and developing, 
deploying, and monitoring ML models. To 
build and test models, people created a 
sandbox with access to a centralized data lake 
that contains a copy of the data used in the 
production system, a technique that makes it 
easier to bring models from development into 
production. 

In the development environment, data 
scientists, business analysts, and data 
engineers across the practice can access the 
same standardized data in near-real time, 
enabling them to efficiently and collaboratively 
explore, prototype, build, test, and deliver 
ML models. Advanced techniques mask 
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personally identifiable information so the 
teams can generate insights without exposing 
sensitive data. “Across our AI practice, 
processes are built around data accuracy and 
privacy,” Gavankar says. “Applying the highest 
standards to the training system ensures 
that we meet data compliance and regulatory 
requirements.”

For good model governance, transparency, 
and accountability, an independent, in-
house model risk management team was 
established. With years of experience 
deploying trading models, the team is 
responsible for assessing risk and validating 
the quality of ML models before they go to 
production. The team evaluates the accuracy 
of the models and works to identify sources 
of bias or other unintended consequences. 
They also review data lineage as well as plans 
for production monitoring and intervention 
should the model start to drift. 

As its AI practice evolves, Morgan Stanley 
Wealth Management will be focusing on 
continuing to improve speed to market 
by further automating the model risk 
management process and integrating the 
sandbox and production systems. “As 
MLOps tools and processes enable us to 
operationalize models more efficiently,” 
Gavankar says, “we can continue to increase 
the number of models in production and 
more fully leverage AI’s ability to drive better 
business decisions.”

One-stop shop for
model development
and deployment
As AI and machine learning transform health 
care, health insurer Anthem, an industry 
leader in the use of clinical, customer-facing 
AI applications, is increasingly leveraging AI 

to reimagine and reinvent critical back-end 
business processes. About two years ago, 
the company embarked on an AI-supported 
journey to streamline claims management. As 
part of that process, leaders built a platform 
that consolidates model development and 
deployment across the enterprise.

Anthem initially built several ML models 
that revealed patterns in claims data, made 
predictions to speed processing, and 
identified and corrected errors. The models 
were successful—and leaders realized they 
needed to scale. “As the models began to 
deliver business value, we realized we needed 
infrastructure that could help us develop 
and operationalize machine learning more 
efficiently,” says Harsha Arcot, senior director 
of enterprise data science.13 “To address 
this challenge, we decided to build a single 
interface for all AI and ML solutions across the 
Anthem ecosystem.”
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The company built an integrated development 
environment and an end-to-end platform 
that serves as a one-stop shop where 
developers and data scientists prepare and 
store training data, build and validate models 
via easy-to-use interfaces, and deploy them at 
scale. A feedback mechanism allows models 
to continuously learn and improve while a 
separate platform monitors the performance 
of production models. 

Simultaneously, the company has been 
working on an initiative that consolidates data 
from seven systems into a single repository. 
With most of that work complete, the 
process of finding the data to build, train, and 
operationalize models is much more efficient.

The platform also provides Anthem with the 
flexibility to duplicate models for multiple use 
cases. For example, if a pipeline is already 
built out into the legacy claims system for 
a commercial use case, it can also be easily 

deployed on the consumer side. “It’s much 
more efficient than when we used to develop 
a model for each use case from scratch,”
Arcot says.

Using the platform, Anthem data scientists 
have developed a number of models, including 
those that fast-track the processing of pre-
approval claims, identify and automatically 
reject duplicate claims, and determine 
whether a medical procedure needs 
preauthorization. Previously, a human claims 
examiner or clinician needed to manually 
review and process all of these claims. 

Arcot says the platform has dramatically 
increased model deployment speed. “Before 
we developed the platform, it took about six 
months to deploy very simple models,” he 
says. “Now we are able to develop much more 
complex initiatives in half the time.” 
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We are entering the golden age of machine 
learning, with adoption increasing across all 
customer segments.
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Once considered peripheral, ML technology is becoming a core part 
of many business strategies around the world. From health care 
to agriculture, fintech to media and entertainment, ML holds great 
promise for many industries. Driven by the wide availability of cloud-
based computing power, storage capacity, and easy-to-use AI toolsets, 
the normalization of AI and ML continues at a rapid pace. However, 
before enterprises can scale from dozens to thousands of ML models 
and make machine learning an integral part of their strategy, they 
need to address the AI skills gap and integrate ML practices into 
individual lines of business. They must also get their data strategy in 
order, tackle governance issues, and streamline model production. Let’s 
look at each of these gaps. 

Organizations must have a strategy to contend with the global 
shortage of AI skills—one of the biggest barriers to adoption. Across 

MY TAKE

Swami Sivasubramanian 
Vice president, Amazon
Machine Learning, AWS
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be applied, they can meaningfully move the 
needle for the business. Without collaboration, 
AI teams risk building impressive prototypes 
that never get business buy-in or have real-
world customer impact. 

Armed with an understanding 
of AI fundamentals, 
business stakeholders can 
play a collaborative role in 
developing strong business 
cases for ML initiatives and 
develop ML-driven solutions 
that matter to their customers 
and business. 

When it comes to ML adoption, data is often 
cited as the No. 1 challenge. In our experience, 
more than half of the time spent building 
ML models can involve data wrangling, data 
cleanup, and pre-processing stages. If you don’t 
invest in establishing a strong data strategy, 
ML talent will be forced to spend a significant 
portion of their time dealing with data cleanup 
and management instead of inventing new 
algorithms. Specifically, poor data and model 
governance are also significant challenges to 
widespread AI adoption. Driven by concern 
that data will be used inappropriately, many 
business divisions tend to hoard data into silos 
and are reluctant to share it with others. Good 
data governance can give business partners 
confidence that their data will be used properly, 
thereby encouraging sharing and typically 
leading to more accurate models. Similarly, 
strong model governance mechanisms and 
monitoring processes can help AI adopters 
maintain accuracy once models are in 
production. Automated monitoring tools can 

the lines of business, from engineering to 
product teams, people need a broader 
understanding of AI and ML concepts and 
tools to help identify relevant business 
opportunities and understand the potential 
of this technology for customers and other 
key stakeholders. At Amazon, we addressed 
this skills gap by building a Machine Learning 
University in 2014.14 Available to anyone 
interested in machine learning, the university 
helps AI professionals keep their skills sharp 
while giving product managers, program 
managers, and other novices the opportunity 
to learn the basics of AI and ML. 

Armed with an understanding of AI 
fundamentals, business stakeholders can 
play a collaborative role in developing strong 
business cases for ML initiatives and develop 
ML-driven solutions that matter to their 
customers and business. When data scientists 
and business stakeholders team up to 
identify strategic problems to which AI might 
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companies invest in developing, deploying, 
and managing models. This undifferentiated 
heavy lifting can distract talent from value-
driving tasks such as solving critical business 
problems and building customer-focused 
solutions. For many companies, a more 
efficient solution might be to leverage 
existing platforms and tools, such as Amazon 
SageMaker, that expedite and simplify the 
model production process, drawing humans 
into the loop for critical decision-making. 
Similarly, organizations nowadays do not
have to spend time building an automatic 
speech recognition model for transcribing 
contact center calls—instead, they can use 
cloud AI APIs, such as Amazon Transcribe, or 
fully packaged AI products, such as Contact 
Lens for Amazon Connect, that modernize 
contact centers. 

Removing these and other roadblocks 
standing in the way of efficient ML adoption 
can help industrialize and scale AI across the 

enterprise, enabling organizations to efficiently 
ingrain machine learning into business 
processes and embed it into new products 
and services.

provide feedback on how the model is changing 
and alert human developers when the models 
need to be retrained and recalibrated. 

In addition, a solid strategy for managing 
and storing data can help optimize data 
scientists’ skills and time. Automating time-
consuming data management tasks can help 
free up these professionals to focus on what 
they do best: developing algorithms and 
building models. By simplifying the process 
of classifying data and controlling access, 
automated data management can help 
address data governance challenges.

Finally, as businesses scale their ML 
practices, it is important for builders to 
focus on what is meaningful for the business 
instead of worrying about developing ML 
infrastructure—an undifferentiated but heavy 
workload. Streamlining model production can 
help organizations use their talent and other 
resources more wisely. For example, many 
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STRATEGY // With ML adoption growing 
across industries, CEOs—particularly those 
whose companies operate in low-growth 

sectors—are exploring how to use machine learning 
to grow market share and lower costs. CEOs may 
want to speak to their CIOs and IT teams about their 
vision for applying AI/ML to boost the bottom line. 
For example, if they hope to increase earnings per 
share by 10 points, CEOs should make their priorities 
clear and spend time understanding what can be 
achieved and/or what investments are needed. As the 
organization hires AI/ML talent to scale capabilities, 
leaders should provide a clear mandate to these new 
teams for how and when technology should augment 
human decision-making.

FINANCE // As organizations are 
increasingly pressed to make good 
decisions faster and develop better models 

for demand forecasting, finance leaders are quickly 
realizing that their organizations need machine 
learning at scale. Assuming that technology speed 
and capability will continue to increase exponentially, 
making a machine-based decision in the future will 
cost a fraction of a nonscalable human decision 
today. Indeed, 67% of executives in Deloitte’s State 
of AI survey are already leveraging ML for efficiency 
gains, such as faster account reconciliation or more 
accurate accruals.15 To ready their organizations for 
this change, CFOs can choose between becoming 
more technically savvy or buying financial planning 
and analysis as a service. Whether they sponsor 
data officers or take on the task themselves, finance 
leaders may soon rely on the power of machine-
driven insights for their regular updates to analysts 
and shareholders.

RISK // ML deployments are quickly 
scaling up and enabling algorithms to 
make key decisions for the organization. 

Yet trust remains an issue: Humans are undeniably 
prone to bias, but the press and the public often 
take particular notice of biases in machines and 
biased outcomes of ML models.16 CROs can work 
with their CIOs, CDOs, and other IT leaders to 
anticipate potential brand risks and suggest design 
workarounds. They can also make purposeful 
choices with AI and ML algorithms not only to help 
maintain public trust in their organizations but to 
position risk management protocols for AI/ML as a 
competitive differentiator.
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ARE YOU
READY?

KEY QUESTIONS LEARN MORE

Do you have the skill sets and 
organizational structure needed 
to meet your AI goals today? 
In two years?

Thriving in the era of pervasive AI
See how companies are managing 
and getting ahead of the rise in 
AI adoption. 

How can you improve the time to 
market of models and improve 
their performance in production? 

AI & cognitive technologies 
collection
Learn how cognitive technologies 
can augment manual tasks and 
decision-making. 

How can you improve models’ 
governance, accountability, and 
transparency? What precautions 
can reduce developer and data 
bias? How can you better protect 
sensitive data? 

Leverage MLOps to scale AI/ML 
to the enterprise
Listen to a podcast on the ways 
MLOps can integrate AI/ML models 
into business processes.
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CAPTURE AND STORE

Search legacy systems and databases for 
valuable unstructured and nontraditional 
data. Aggregate and store it in cloud-based 
offerings optimized for machine learning. 

DISCOVER AND CONNECT

Use cognitive data steward technology 
to illuminate insights and connections 
among disparate data.  

AMPLIFY ML CAPABILITIES

Explore opportunities to use edge 
computing and 5G to boost real-time 
data capabilities and decrease latency.

Machine data revolution: Feeding the machine
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including advanced data capture and 
structuring capabilities, analytics to identify 
connections among random data, and next-
generation cloud-based data stores to support 
complex modeling.

Some companies are already embracing this 
trend as part of larger AI initiatives. In Deloitte’s 
third annual State of AI in the Enterprise survey, 
when asked to select the top initiative for 
increasing their competitive advantage from 
AI, respondents singled out “modernizing our 
data infrastructure for AI.”1 

For digital nonnatives participating in this 
trend, the stakes are high. Some of their 
digital native competitors, largely unburdened 
by outmoded data models and processing 

capabilities, are already monetizing more 
diverse data, more quickly.2 Importantly, end 
users have less and less patience for the 
kind of latency that legacy systems and data 
models often deliver. The optimum latency 
time between click and desired response is 
less than 50 milliseconds—any longer and 
users become irritated by the delay and make 
“executive decisions” themselves.3

Humans, machines, and data
In the coming months, participants in the 
machine data revolution trend will explore 
opportunities to reengineer their data 
management value chains to support ML’s 
possibilities. In the arena of data management, 
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With machine learning (ML) poised to 
augment and in some cases replace 
human decision-making, chief 

data officers, data scientists, and CIOs are 
recognizing that traditional ways of organizing 
data for human consumption will not suffice 
in the coming age of artificial intelligence (AI)–
based decision-making. This leaves a growing 
number of future-focused companies with 
only one path forward: For their ML strategies to 
succeed, they will need to fundamentally disrupt the 
data management value chain from end to end. 

In the next 18 to 24 months, we expect to see 
companies begin addressing this challenge 
by reengineering the way they capture, store, 
and process data. As part of this effort, they 
will deploy an array of tools and approaches 

Machine data revolution: Feeding the machine
Disrupting the data management value chain for the ML age

TREND 5
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this marks a distinct change of course. For 
decades, companies have collected, organized, 
and analyzed data with one goal in mind: 
helping humans make decisions based on 
statistical fact rather than hunches and 
emotion. Humans tend to look at aggregated 
data characterized by two or three major 
factors. When faced with more complex 
data, many humans struggle to process the 
information presented and to articulate a 
useful decision. As such, we typically organize 
data for humans in clean tables and rows, 
with precise labeling. Machines, by contrast, 
can assess multiple factors simultaneously 
and objectively. ML models can extract low 
levels of statistical significance across massive 
volumes of structured and unstructured data. 
They work around the clock and can make 
clever decisions in real time.

When used in areas in which human decision-
making is nonscalable—such as cleaning up 
raw data4 or making personalized product 

recommendations—ML may only need to 
make good enough decisions, not perfect ones. 
For example, a retailer would presumably 
see value in the ability to recommend, in real 
time, an assortment of products tailored very 
broadly to thousands of individual online 
shoppers simultaneously. The products that 
ML algorithms recommend might not perfectly 
match each customer’s unique tastes, but 
they might be sufficient, in that moment, to 
drive a sale. Across an enterprise, each good-
enough data-based decision that machines 
make, rather than humans, drives down the 
overall cost per decision, which in turn enables 
companies to extract value from even the 
lowest-level decisions. Creating an automated 
pipeline that replaces low-level or nonscalable 
human decisions with those made by 
machines brings to mind the promise of 
Moore’s Law. Over time, speed and capability 
will increase so dramatically that making that 
data-based decision in the future will cost a 
fraction of what it does today.

Though approaches can vary by industry, 
market, and organizational need, many 
trend participants will likely focus on their 
reengineering efforts on the following areas:

Capture and store

Chances are, your organization has troves of 
data that’s potentially valuable yet untapped. 
Some of it is probably traditional enterprise data 
residing in databases, files, and systems; other 
troves may be more recent data generated by 
machines or mobile devices. Still others may be 
unstructured text, or nontraditional data from 
video or audio recordings. In all likelihood, this 
data was previously too hard or too expensive 
to capture and utilize in a cost-effective way, 
so it lies fallow. This is a lost opportunity. No 
one knows which data amid vast stores of raw 
information might turn out to be predictive or 
confer some decisioning value down the line, 
so it is critical to capture all the data you can. 
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Moreover, you are probably throwing out 
some data today that, with the right tools 
and approaches, you can use. Take utility 
companies, for example. What information 
do they need to predict power or equipment 
failures? Traditionally, they may have collected 
data only on failure. But for predictive 
purposes, they would also need data on 
uneventful everyday operations to understand 
what normal looks like. This same idea applies 
to people visiting your company’s website. Do 
you have website data for both success and 
failure? In a world where data quality no longer 
matters as much as it once did, what changes 
can you make to your current data practices 
to make them more predictive?

In terms of storage, organizations are 
becoming less focused on storing clean data 
that fits neatly into tables, rows, and columns. 
To feed ML algorithms and advanced analytics 
tools, many are exploring opportunities to 
store massive volumes of unstructured data 

from IoT, social media, and AI in a variety of 
modern database technologies, including: 

• Cloud data warehouses. The cloud-
based data warehouse, which a growing 
array of major and emerging public 
cloud vendors are offering as a service, 
aggregates data from disparate sources 
across an enterprise and makes it 
available to users for real-time processing 
and mining. This permissions-based, 
centralized system eliminates the need 
for colocated data and data pipelines. 
In addition to collation and storage 
capabilities, cloud data warehouses also 
typically offer search engine tools for 
querying data and analytics capabilities.5  
This combination of public cloud ease-
of-use, the ability to scale up or down as 
needed, and advanced data processing 
and analysis tools is fueling considerable 
growth in the cloud data warehouse 
market. Prescient & Strategic Intelligence 

forecasts the data warehouse-as-a-service 
market will reach US$23.8 billion in value 
by 2030.6 

• Feature stores. In the near future, it 
will be commonplace for an organization 
to have hundreds or thousands of data 
models operating independently of 
each other, and in parallel. Each of these 
models will use different feature sets. 
For example, some require immediate 
decisions while others do not, thus placing 
broadly different demands on data and 
on processing power. Pushing real-time 
compute uniformly in every model is a 
waste of computing power. Likewise, some 
models probably share features while 
other features may be used exclusively 
in a single model. How can you manage 
all of these competing demands across 
data models? Feature stores provide a 
mechanism for allocating compute, sharing 
features, and managing data efficiently, 
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and at scale, which makes this mechanism 
integral to driving down decision costs. 
What’s more, by leveraging AI, feature 
stores may eventually be able to predict 
demand of certain features based on the 
types of data being modeled.7 

• Time series databases. The popularity 
of time series database technologies has 
grown considerably over the last two 
years, with good reason.8 Unlike relational 
databases that record each change to data 
as an update, time series databases track 
and record them—and the specific time 
they were made—as a unique insert into 
a dataset. With the explosion of temporal 
data from IoT and monitoring technologies, 
among others, both historical and 
predictive analysis increasingly depends 
on the ability to query a data value from 
one point in time and track it continuously, 
accurately, and efficiently.9  

• Graph databases. Highly interconnected 
data can be challenging to analyze 
and use to its fullest potential. Using 
traditional relational databases in which 
data are organized in tables, one can 
identify and manage a limited number 
of data relationships. But as data grows 
more voluminous and less structured, 
the number of relationships and 
interconnections increases exponentially, 
thus becoming unmanageable (and 
unsearchable) in traditional database 
models. Graph databases are designed 
specifically to address this challenge by 
storing not only data but information 
on each data point’s relationships in a 
native way. With this model, queries about 
complex relationships among data can be 
fast, efficient, and more accurate.10 

With storage costs continuing to fall, 
aggregating and organizing massive volumes 
of data is no longer cost-prohibitive.11 What’s 

more, modern self-healing, fault-tolerant 
data architecture typically requires less 
maintenance, which can reduce administrative 
and repair costs. Thus, the potential benefit of 
increasing storage capacity could far outweigh 
whatever costs you may incur. ML and 
advanced analytics can discern low levels of 
statistical significance across a large number 
of factors, which in turn can provide a 
significant lift that would be near impossible 
to achieve using traditional data storage and 
modeling techniques.

Organizations are 
becoming less focused 
on storing clean data 
that fits neatly into 
tables, rows, and 
columns. 
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Discover and connect
As you begin capturing more data, it will likely 
include fragmented data generated across 
different devices, channels, and geographies. 
How can you connect fragmented data 
in a way that characterizes an individual 
customer in an individual context—or reveals 
an unmet need the marketplace or an 
internal opportunity for greater efficiency? 
Unlocking the full value of all data resources, 
including dark and nontraditional data, can 
be complex and expensive, particularly in 
large, established enterprises with hundreds 
of legacy systems, duplicate data stored 
around the globe, and inconsistent naming 
practices. As you start work to build data’s 
future-ready foundation, you will likely face a 
twofold challenge. First, to make the strongest 
data-driven decisions, you will need to analyze 
more than just the obvious data. Indeed, you 
will need the nonobvious data—information 
that no one knows even exists. Then, even 

if you can collect all known and unknown 
enterprise data, how can you tie these disparate, 
inconsistently formatted and named data points 
together in a way that is meaningful? The work 
of discovering and connecting enterprise data 
can be formidable and costly. Yet shirking this 
challenge could cost even more if your company 
misses out on potentially valuable opportunities.

To make the strongest 
data-driven decisions, 
you will need to analyze 
more than just the 
obvious data. 
The good news is that ML-powered cognitive 
data steward technologies available today can 
help accelerate the processes of discovering 
data and illuminating its insights and 
connections.12 Here’s how:

• Analytics, semantic models, and cognitive 
technology can automate manual, costly 
stewardship activities—thus freeing up 
data scientists to focus on more advanced 
analysis. 

• Identifying similarities in underlying data 
systems’ code makes it possible for data 
scientists to use custom data algorithms in 
multiple data models. 

• Finally, by leveraging ML capabilities to 
automate the processing of master data, 
cognitive data stewards can help users 
visualize relationships in data, improve data 
readiness and quality, and enable greater 
data management efficiency. 

In the near future, expect data steward 
capabilities to grow with new tools that aid 
with ingestion, classification, management, 
and discovery. And as the trend gains 
momentum in the coming months, look for 
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data steward deployments to expand further 
into transactional systems, supply chain 
ecosystems, and smart factory environments.

Serving up ML’s secret sauce
The ability to process larger volumes of diverse 
data in real time is the secret sauce of ML-
based data decisioning. The faster that big data 
systems can capture and process data, feed it 
into ML and analytics platforms, and then serve 
up insights to users, the more impactful your 
data investments can be.

To this end, a growing number of organizations 
are exploring ways to make decisions at data’s 
point of entry into the network rather than 
sending it first to the core or cloud. Some 
are building edge computing capabilities that 
can decrease latency in data systems while 
also making these systems more reliable and 
efficient. Edge computing means pushing 

compute and processing power away from 
a centralized point and closer to a network’s 
“edge” or periphery. It does not replace 
enterprise or cloud-based data centers but 
helps distribute processing work—including 
analysis and decisioning—more evenly across 
a network. Rather than sending raw data back 
to a cloud or data center, a device operating 
at the edge generates action independently 
or sends only already-refined data to the 
network, in effect storing, processing, 
analyzing, and reacting locally. Edge computing 
can be particularly useful when deploying ML 
algorithms, which require uninterrupted, real-
time access to large quantities of recent data.13  

Advanced connectivity also has an important 
enabling role to play in real-time decision-
making at data’s first point of entry. Current 
generation connectivity, such as 4G/LTE and 
Wi-Fi, can support some edge computing and 
real-time data processing needs, but they are 
limited by bandwidth, latency, and the number 

of devices they can effectively manage. 5G can 
deliver faster speeds and millisecond latency. 
It can also expand bandwidth capacity to 
simultaneously manage many more devices 
per square kilometer.14

The way forward
As we discuss in this report’s MLOps: 
Industrialized AI chapter, ML initiatives are 
gaining momentum across industries.
Indeed, the ML technologies market is 
currently growing at a rate of 44% annually 
and is expected to reach US$8.8 billion 
in value by 2022.15 But ML algorithms and 
platforms will deliver little ROI in companies 
with outdated data infrastructure and 
processes that were leading-edge in 2002. 

How will you reengineer your data
strategies to build a new foundation for
your company’s future?
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LESSONS  
FROM THE  
FRONT LINES

Adventures in data democracy
Since its founding 144 years ago, AT&T has reinvented itself 
many times to harness historic disruptive innovations such as 
the transistor, the communication satellite, and more recently, 
the solar cell.16 Today, the global technology, media, and 
telecommunications giant is reinventing itself again—this time 
as a pioneer in the use of ML, which it is deploying broadly in 
areas such as IoT, entertainment, and customer care.17 

The company is also leveraging ML to reimagine the way 
it finds, organizes, and uses data. “One of the things we 
wanted to do was automate some of the routine cleansing 
and aggregation tasks that data scientists have to perform 
so they could focus on more sophisticated work,” says Kate 
Hopkins, vice president of data platforms, AT&T Chief Data 
Office.18 Likewise, the company wanted to develop a way 
to democratize meaningful data, to the extent consistent 
without privacy, security, and other data use policies, making 
it more broadly available to qualified personnel across the 
enterprise. These efforts, Hopkins says, have already borne 
fruit. New tools have shrunk the time to market required to go 

from prototype to full scale production for ML models. These 
models have had dramatic results, such as blocking 6.5 billion 
robocalls to customers, deterring fraud in AT&T stores, and 
making technicians visits to customer homes more efficient. 

AT&T started its data transformation journey in 2013 when it 
began aggregating large volumes of customer and operational 
data in data lakes. In 2017, the company created a chief data 
office with the goal of leveraging these rapidly growing data 
stores for “hyper-automation, artificial intelligence, and machine 
learning.” The ongoing work of achieving these goals has 
presented several significant challenges. First, in a company 
as large as AT&T, it was sometimes difficult to find and access 
potentially valuable data residing in legacy systems and 
databases. And even when data scientists eventually found 
such data, they occasionally struggled to understand it, since 
it was often labeled inconsistently and offered no discernable 
context or meaning. Finally, there was a formidable latency 
challenge across all data systems that, left unaddressed, would 
stymie the real-time data needs of ML models. 

To address these challenges, the chief data office developed 
the Amp platform. Amp enables a culture of technology 
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and data-sharing, reusability, and extensibility 
at AT&T. Pari Pandya, director of technology 
and project manager for Amp, says that what 
began a few years ago as an internal online 
marketplace (aggregating microservices, 
APIs, chat bots, designs, etc.) for accelerating 
automation, has evolved into a single, powerful 
source of data truth for systems and users. 
Consider this: As data flows through multiple 
systems and processes, its definitions change. 
Amp not only finds legacy system data, it uses 
metadata to ascribe meaning to this data, and 
provides a clear lineage to help users better 
understand the data. “It serves as a business 
intelligence platform that provides not only 
meaningful data but analytic and visualization 
tools that empower business teams, strategists, 
and product developers to leverage data in 
more advanced ways and share insights through 
data communities,” Pandya says.19  

To meet the challenge of latency, AT&T is 
on a multiyear journey to move some of its 

data and tools to the public cloud. Working 
closely with cyber teams to ensure data and 
IP security, the company is leveraging the 
cloud’s ability to scale up compute power as 
needed. The cloud’s power is helping create 
the real-time access that ML—as well as 
enterprise stakeholders and customers—
require. Unlimited access to compute on 
demand through the cloud and the availability 
of business-ready data is accelerating the 
journey.

Hopkins notes that AT&T’s data transformation 
journey has yielded another welcome benefit. 
“The business units have become much more 
knowledgeable about data science and are 
identifying opportunities to use data in new 
ways. Across the board they’re requesting 
much more mature and sophisticated 
data,” she says, adding that “being able to 
democratize data and make the process 
transparent across the enterprise can deliver 
exponential payback.”

90

Data and IT double-team 
digital transformation
How can a 100-year-old retail organization 
efficiently and accurately take data from legacy 
applications that were designed for very 
specific use cases to accomplish something 
that those applications were never intended 
to do? 

“Every legacy company faces this challenge,” 
says Paul Ballew, chief data and analytics 
officer at the leading Canadian food and 
pharmacy retailer Loblaw.20 “You have to bring 
those data assets together from across your 
ecosystem in a way that’s scalable, repeatable, 
and governable, which is no small task.”

Taking an ecosystem approach to data is 
particularly formidable in a successful retail 
organization such as Loblaw, which operates 
2,400 stores and maintains an expansive 
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e-commerce presence. “We are a legacy 
company trying to leverage technologies that 
digital natives are born with,” Ballew says. 

Yet despite its challenges, data represents a 
unique opportunity on the path to Loblaw’s 
digital future. And unique opportunities 
require unique approaches. Like many digital 
nonnatives, the company is shifting its focus 
from traditional data management priorities 
such as storage, curation, and quality to a 
new, more complex arena in which data 
analytics and digital solutions drive day-to-day 
operations. “It requires a different approach to 
‘baking the soufflé,’” Ballew says. “We source 
and mix ingredients differently, and then serve 
it in new ways to those consuming it.”

Recognizing the critical importance of data 
in the company’s digital future, Loblaw set 
up a distinct data organization that works in 
tandem with IT to drive digital transformation 
and engage the business. 

From a technology standpoint, Loblaw takes a 
three-layered approach:

• Data layer. An array of data management 
and digital capabilities that make data 
assets, many from legacy applications, 
consumable in near-real time to a variety 
of complex use cases. 

• Analytics and development layer. A 
collection of AI/ML and advanced analytics 
technologies that bring data assets to 
life and glean insights from structured 
and unstructured data to support better 
decisions and more efficient workflows. 

• Solution delivery layer. Provides tools 
to systematically integrate decisions and 
insights into processes and applications, 
helping meet the organization’s digital 
strategy goals.

“Once you’ve coordinated these three layers, 
you have to manage the analytic solutions, 
refresh cycles, and monitor to ensure strong 
and consistent governance,” Ballew says, 
noting that because Loblaw does a variety 
of things from selling groceries to providing 
pharmacy and health services, the company 
has a sliding scale in terms of data sensitivity, 
privacy concerns, and legal compliance. As 
such, robust data governance is critical in 
protecting sensitive data and determining 
model sensitivity to bias and other factors. 
“We have to be proactive stewards of 
customer data and leverage it in a manner 
that results in providing benefits to them in a 
transparent manner,” he says.

Data’s ascent as a decision-driving, business-
critical asset has redefined the roles of 
Loblaw’s data and IT teams. “Our work around 
data and digital helps the business make 
critically important decisions: who to talk to, 
how to optimize marketing, run a factory, 
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or engage customers—the list goes on,” 
Ballew says. “In terms of data, we helped the 
organization and leadership understand the 
art of the possible and the implications—good 
and not-so-good—of taking a comprehensive 
approach. The change has been beneficial 
overall, but it has impacted our entire 
ecosystem and those working in it.”

And Ballew’s advice to those managing similar 
change in their own companies? “Seek to 
understand before you seek to be understood.”

Banking on distributed 
data architecture
ABN AMRO is taking a modern approach to 
data management. Rather than engineering 
endless workarounds to accommodate 
problems with the data pulsing through 
its systems, the Netherlands-based global 
bank has developed a feedback mechanism 

that enables data scientists to request data 
quality issues be fixed at the source and focus 
on turning data into value. “In the past, data 
scientists would find a problem, fix it, and keep 
going,” says Santhosh Pillai, chief architect and 
data management. “Now they can provide 
feedback to the source where data is mined, 
and say, ‘do it differently.’ Over time, data quality 
improves, and data scientists don’t have to 
spend as much time on cleansing 
and querying.”21

Strengthening governance at the source is just 
one component of a three-pronged approach 
the bank is taking to prepare for what Pillai calls 
“the AI decade”—an era when AI increasingly 
augments or even replaces human decision-
making. The second component focuses on 
the consumption side, where ABN AMRO 
has engineered an advanced analytics and AI 
layer to support business strategies that are 
evolving rapidly. “In an increasingly digital world, 
being client-centric means being data-centric,” 

Pillai says. “Particularly in the post-COVID era, 
companies can’t meet face-to-face with clients, 
so they rely more heavily on data and analytic 
insights. The analytics capabilities we have in 
place deliver these insights and unleash the 
value contained within our data.”

The third component of ABN AMRO’s data 
transformation effort is a multifaceted data 
mesh model that moves data anywhere 
it needs to go within the ecosystem, from 
source all the way to consumer. This “data 
supply chain” serves not only as a distribution 
mechanism but as a timing guarantee 
mechanism that enables real-time access to 
meet demand. It also features a self-service 
“marketplace” where consumers of data— 
both human and machine—can access 
high-quality data that is usage-approved and 
regulatorily compliant.

Like many established organizations, ABN AMRO 
didn’t originally design its data architecture 
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to be event-driven—or for current data 
usage patterns. Today, algorithms and end 
users read up-to-the-minute data far more 
frequently than they use it in transactions. 
Legacy data management models were not 
designed to respond to constant read queries 
and real-time updates.

“We solved this challenge by putting each 
original record in a data store and replicating 
it,” Pillai says. “On the consumer end, users 
see replicated data delivered with minimal 
latency and think they are seeing real-time 
data generated at the point of consumption. In 
fact, that data they are reading is coming from 
another part of the ecosystem.”

Pillai sees great potential in this data 
replication model, particularly in the area of 
cloud storage. “Traditionally, technology was 
designed to optimize data storage. But as 
we approach the AI decade, I expect to see 
more companies develop mechanisms for 

replicating data that is stored in several clouds 
and even moving that data between multiple 
cloud vendors.”
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Daimler Trucks North America, a leading 
producer of heavy-duty commercial vehicles, 
is transforming itself into an intelligent 
company—one in which data is a key asset.

94

Whether we are becoming more efficient through automation, 
creating new services for customers, or making better decisions, by 
using analytics and other digital technologies to work with data in 
real time, we can see things in different ways and steer our efforts in 
new directions. 

Consider, for example, our trucks. Each Daimler truck that rolls off 
the factory floor is a new digital asset. An array of onboard sensors 
and other technologies monitor vehicle performance continuously, 
generating data that offers Daimler real-time insights on a truck’s 
health. But rather than simply providing the vehicle owner with a 
status report, we can now apply analytics to vehicle performance 
data to predict when a part might fail. In urgent cases, we share this 

MY TAKE

Lutz Beck 
Chief information officer, 
Daimler Trucks North America
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opportunities. In the intelligent-company model, 
our relationships with customers deepen after 
the vehicle purchase. We use technology and 
data to refine existing products and services 
to meet unique needs as well as to create new 
services around the vehicle. This is a completely 
different way of working—one that we are 
embracing wholeheartedly.

Data presents an opportunity 
for us and our customers.
It is important to note that this new way 
of working presents challenges as well as 
opportunities. Data volumes are growing, 
and in our industry, the pace of this 
growth will accelerate dramatically with the 
standardization of automated, connected 
vehicles, smart traffic management systems, 
and other digital transportation advances. 
As such, data governance is more important 

than ever. In addition to managing the data 
itself, there are more and more regulations 
governing data use, and we must understand 
which data can be used and which services 
can be provided while always maintaining 
regulatory compliance. Likewise, we must 
clearly understand customer preferences 
and expectations for the way we use their 
data, which also affects the way we offer 
services. Should we offer individual services, 
or can we bundle them? How do different 
expectations of privacy in the nations of North 
America come into play? To meet this complex 
challenge, we are setting up a data intelligence 
hub where a chief data officer and data 
analysts work with our growing data catalog. 
This team of data experts helps us put in place 
the governance we need to leverage data to its 
fullest potential within legal parameters.

We are still on our journey toward becoming 
a fully data-driven, intelligent company. Right 
now, the biggest limiting factor remains our 

information with the vehicle owner and initiate 
a “service now” event, directing the owner to 
a nearby service facility where mechanics—
made aware of the problem and confirmed to 
have the needed part in stock—can address 
the issue without delay. 

The ability to provide this kind of predictive 
vehicle performance data presents an 
opportunity to create an entirely new value-
added service. Now, because we can predict 
and solve a maintenance issue proactively, we 
can offer our customers an “uptime guarantee”: 
In this instance, data presents an opportunity 
for us and our customers. 
 
Of course, thinking of our trucks as digital 
assets and fully embracing data-driven 
decision-making represents a cultural shift 
in a traditional company with deep roots 
in industrial manufacturing. Traditionally, 
we designed and built vehicles for sale to 
customers and, later, provided vehicle service 
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thinking and our behavior, so we must make 
sure we build a culture in which we learn and 
think about data holistically. We need to work 
with the data and look at it in a completely 
different way. If we do this, within the next 
three to five years we will reach our goal: 
Daimler Trucks will have all the data-driven 
insights necessary to anticipate what our 
customers and dealers need tomorrow, and 
the day after that, and on into the future.
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STRATEGY // CEOs are rarely involved at 
the deeper levels of data management. 
But those whose companies are deploying 

ML and other data-dependent AI tools may want 
to spend some time thinking about data strategy. 
Existing enterprise systems and data pipelines were 
not designed with AI needs in mind, so CEOs can 
engage their IT teams to lay the groundwork for this 
shift. They should hold the CIO or chief data officer 
accountable to carry out preparations for turning the 
organization’s MLOps vision into a reality. They can 
also expect ongoing investments, as data is gradually 
prepared for algorithms first instead of humans. 
These new investments in data can eventually be 
paid back through increased profits or lowered cost 
per decision.

FINANCE // As the capabilities of 
modeling and ML become more robust 
(as detailed in our MLOps trend), finance 

leaders are leaning into data stewardship and even 
sponsoring data governance roles. With better data 
comes better modeling, which means CFOs can more 
accurately produce internal reports, predict quarterly 
performance, and shape the perceptions of market 
analysts and shareholders. However, the data needed 
for good modeling is not always internally owned—
consider the example of parts manufacturers 
that monitor flight statistics to predict aluminum 
demand. Such combinations of raw, external data 
with company data can lead to actionable insights 
amid uncertainty. To enable these insights in the next 
18–24 months, CFOs may need to think outside of the 
box to source new types of data, enable agile model 
governance, and optimize for modeling outcomes.

RISK // In the Age of With,22 data 
strategies focus on providing analysis and 
insights that augment human decision-

making. In this construct, algorithms—rather than 
data scientists and executives—may be consuming 
raw and unstructured data, but the inherent risks 
associated with managing large volumes of data 
remain constant. CROs can play a key role in defining 
risk parameters around protection, confidentiality, 
and integrity of large volumes of ML-optimized data. 
They can also develop separate risk strategies for 
more sensitive customer data and determine whether 
and how such data can be used in ongoing MLOps 
efforts. By delving deeper into these issues, CROs 
can help their organizations become more deliberate 
about where to apply AI in the business and, perhaps, 
explore opportunities to monetize risk data with new 
products and services.
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KEY QUESTIONS LEARN MORE

How have you reevaluated data 
governance and data management 
as you move to increase the use of 
AI and ML?

Data management barriers to
AI success
Learn about the challenges to 
preparing data for AI initiatives and 
where businesses can find support.

What mechanisms support 
accessing data from key legacy 
systems? Do they meet your 
current and future needs?

Exploring the future of
artificial intelligence
Read about the many ways AI 
can augment standard business 
processes for better outcomes.

Seven lessons COVID-19 has 
taught us about data strategy
Study the key lessons learned from 
governments that have used data to 
combat the coronavirus pandemic.

2

3

1

981 2 3 4 5 6 7 8 9 Machine data revolution: Feeding the machine

ARE YOU
READY?

Which untapped sources of data 
could have the greatest impact on 
your decision-making?
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Beefing up basic cyber hygiene principles 
and practices can help companies realize 
the full benefits of zero trust.

BOLSTER CYBER BASICS

AUTOMATE SECURITY TECH

Simplifying, integrating, and automating the security 
tech stack can improve the efficiency of security teams 
and streamline security processes and operations.

Zero trust may require enterprises to rethink their 
organization’s security approach and the skills, 
processes, and technology that support it.

RETHINK THE CYBER ORG

Zero trust: Never trust, always verify 
101



With cloud now mainstream, businesses 
managing services across multiple cloud 
providers are responsible for securing these 
technologies. As an enterprise more frequently 
relies on third-party vendors to host and 
manage data, infrastructure, and other services, 
the attack surface expands. In one study, 59% 
of companies surveyed had experienced a 
data breach due to a vendor or other third 
party;1 another study concluded that multiparty 
security incidents result in 13 times the financial 
losses of single-party events.2  

In fact, while perimeter-based security assumes 
the trustworthiness of users and devices 
connected to the organization’s network, stolen 
credentials cause more than a quarter of 
security breaches.3  

Consider the case of an employee who logs 
in regularly on weekdays from her home 
and occasionally on weekends from a coffee 
shop. When her username and password are 
used on a Saturday night from somewhere 
in Eastern Europe, traditional approaches 
might allow the connection. But because a 
zero trust architecture is more risk-driven and 
context-aware, it recognizes the inconsistency, 
automatically denies the access request, 
and raises an alert. Automated response 
capabilities could be triggered to temporarily 
disable the user’s account, given the likelihood 
that its credentials have been compromised.

Proper design and engineering of zero trust 
architectures can result in simple, modular 
environments and straightforward user access 
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Conventional castle-and-moat 
cybersecurity models, which rely on 
secure network perimeters and virtual 

private network-based employee and third-
party remote access, are proving to be no 
match for evolving cyberthreats, particularly 
as business models and workforce dynamics 
evolve. For instance, the move to cloud 
and hybrid IT environments—along with 
increasing numbers of cloud-based systems, 
remote workers, and connected devices—
are constantly expanding and dissolving the 
network perimeter. The anticipated growth 
of smart devices, 5G, edge computing, and 
artificial intelligence promises to create even 
more data, connected nodes, and expanded 
attack surfaces. 

1 2 3 4 5 6 7 8 9
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Security in the age of the porous perimeter
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control and management. Streamlining the 
security stack can eliminate considerable 
management headaches, significantly reduce 
operational overhead, and help scale to tens 
of thousands of users. Similarly, onboarding 
employees, contractors, cloud service 
providers, and other vendors can become 
more efficient, flexible, responsive, and secure.

Carefully designed zero trust architectures 
that embed automation and orchestration 
capabilities can amplify and work in concert 
with other automated IT practices such as 
DevSecOps and NoOps. The use of APIs 
across the technology ecosystem can facilitate 
system management in a zero trust manner 
by providing a consistent control layer. And 
cloud-based services enable organizations 
to leverage the substantial ongoing security 
investments of cloud vendors.

A final key element of the zero trust approach 
is microsegmenting networks, data, 

applications, workloads, and other resources 
into individual, manageable units to contain 
breaches and wrap security controls at the 
lowest level possible. By limiting access based 
on the principle of least privilege, a minimum 
set of users, applications, and devices has 
access to data and applications.

The anticipated growth 
of smart devices, 5G, 
edge computing, and 
artificial intelligence 
promises to create even 
more data, connected 
nodes, and expanded 
attack surfaces.

By removing the assumption of trust from 
the security architecture and authenticating 
every action, user, and device, zero trust helps 
enable a more robust and resilient security 
posture. The organizational benefits are 
complemented by a considerable end-user 
perk: seamless access to the tools and data 
needed to work efficiently.

As the benefits of zero trust continue to pile 
up, enterprises are catching on. The global zero 
trust market is expected to grow to US$38.6 
billion by 2024, a 20% increase from 2019.4

Beefing up basic cyber hygiene
The zero trust mindset shift brings with it a 
set of design principles that guide security 
architecture development and build on 
existing security investments and processes. 
To enforce access control, companies must 
have situational awareness of their data and 
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assets; companies that lag on basic cyber 
hygiene principles and practices may be 
challenged to realize the full benefits of zero 
trust. Fundamentals include: 

• Data discovery and classification. 
Data governance, inventory, classification, 
and tagging are critical. To create the 
appropriate trust zones and access 
controls, organizations need to understand 
their data, the criticality of that data, where 
it resides, how it is classified and tagged, 
and the people and applications that 
should have access to it. 

• Asset discovery and attack-surface 
management. Many organizations lack 
a real-time, updated inventory of all IT 
resources—including cloud resources, 
IP addresses, subdomains, application 
mapping, code repositories, social media 
accounts, and other external or internet-
facing assets—and therefore can’t identify 

security issues across the complete attack 
surface. To facilitate risk-based policy 
decisions surrounding their assets, it’s 
critical for organizations to understand the 
enterprise IT environment. 

• Configuration and patch management. 
Without the ability to efficiently manage and 
document baseline configurations of key 
technology systems, deploy appropriate 
patches, test patched systems, and 
document new configurations, companies 
cannot easily identify changes and control 
risks to these systems. Malicious actors can 
exploit any vulnerabilities to gain a foothold 
within an organization.

• Identity and access management.  
To ensure that access to technology 
resources is granted to the proper people, 
devices, and other assets, enterprises 
need to standardize and automate their 
identity life cycle management processes. 

They can extend their operations beyond 
traditional boundaries while protecting 
critical resources and maintaining an 
efficient user experience by moving the 
identity stack to the cloud, consuming 
identity-as-a-service, or implementing 
such advanced authentication methods as 
physical biometrics, behavioral monitoring, 
and conditional access. 

• Third-party risk management. To 
fully understand their entire risk surface, 
organizations need greater visibility 
into cyber risks related to their supply 
chains and ecosystem partners, including 
suppliers to third-party vendors. 

• Logging and monitoring. To identify 
potentially malicious incidents and issues, 
security teams need automated logging 
and monitoring systems with advanced AI 
and machine learning capabilities to help 
simplify the process of tracking, analyzing, 
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and correlating data from volumes of 
detailed logs as well as alerts generated 
by internal and external systems, security 
controls, networks, and processes. 

Engineered security automation 
and orchestration

Many security operations center (SOC) teams 
are challenged to keep pace with the volume of 
information generated by their technology and 
security controls. They must monitor, manage, 
and act upon continuous alerts and streams 
of data generated by fragmented security 
architectures and disparate, disconnected tools.

The number and nature of risk factors 
interrogated to support zero trust 
authentication and authorization—users, 
devices, or credentials and contextual data 
points such as location, privileges, application 

requirements, and behaviors—warrants a 
more automated approach to monitoring, 
decision-making, enforcement, and auditing.

Many existing security technologies can be 
leveraged to build out zero trust architectures. 
To ensure more efficient automation and 
orchestration, zero trust adopters should 
rationalize the security stack and eliminate 
unnecessary and duplicative technologies 
or those that contribute to data overload, 
delay detection and response, and complicate 
system maintenance and management.

With a simplified security stack, existing 
systems and tools can be integrated via API 
connections to a security orchestration, 
automation, and response (SOAR) platform 
that can automate workflows and repetitive 
and manual tasks, and coordinate the flow of 
data and alerts to the SOC. SOAR platforms 
help add context to triggered events and 
can auto-remediate identified and known 

vulnerabilities, enabling staff to keep pace with 
incoming alerts and notifications, improving 
operational efficiency and accuracy, and 
decreasing response time.

Many existing security 
technologies can be 
leveraged to build out 
zero trust architectures.
“Migrating to zero trust architectures can seem 
like a heavy lift, especially in large enterprises 
saddled with legacy technologies and a lot 
of technical debt,” says a senior technology 
leader at a large financial institution. “You 
have to break it into manageable chunks 
where you can identify a discrete win, such as 
deploying pervasive endpoint segmentation, 
and understand that win as part of your larger 
story of operationalizing zero trust.”
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Rethinking the role of the 
cyber organization
Zero trust represents a philosophical shift in how 
security is managed and likely requires cultural 
change across the enterprise. Creating a culture 
in which all key stakeholders understand their 
vested interest in securing the enterprise can 
help build confidence in zero trust.

For example, zero trust could significantly 
change the day-to-day activities of the cyber 
workforce. To design and continually refine and 
evolve the zero trust architecture, enterprises 
likely will need more cyber engineering skills. 
And the role of the SOC will likely evolve as the 
security architecture takes command of manual, 
day-to-day tasks and processes, replacing them 
with more accurate machine-driven decision-
making and faster response time and freeing 
SOC staff to focus on critical security issues 
and higher-risk incidents that require human 

analysis. Organizational structures will likely 
need to be reconfigured to account for new 
automated workflows, and it will be important 
to retrain security analysts to focus on strategic 
activities instead of tedious daily tasks.

In addition, to embed zero trust principles 
into every business initiative from inception, 
organizations will likely need more 
collaboration and integration between 
security teams and the lines of businesses 
they support. Business-function system 
owners likely will need to become more 
engaged in security planning. For example, to 
provide the security team with a better and 
deeper understanding of appropriate system 
behavior and access requirements, business 
partners can help identify who accesses 
and uses applications—and how. Business 
areas may need to become more intentional 
about system access, including limiting access 
privileges and making them more granular.

The way forward
The zero trust approach is not a product, 
solution, or platform—it’s a philosophical shift 
in the way enterprises think about security. 
The process of migrating to an effective 
zero trust security architecture tends to 
be a marathon rather than a sprint, with 
organizations not only tackling foundational 
cybersecurity issues and embracing security 
automation and orchestration but preparing 
for the organizational and cultural changes 
that accompany such mindset shifts. To build 
confidence in zero trust, organizations will 
need to engage stakeholders ranging from 
cyber and IT to business area system owners 
and application end users. An iterative and 
incremental approach aligned to business 
objectives can help demonstrate the value 
of zero trust and enhance stakeholder 
confidence and acceptance.
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LESSONS  
FROM THE  
FRONT LINES

Zero trust mindset enables
digital growth
Like many global pharmaceutical companies, Takeda 
Pharmaceuticals supports better patient outcomes by 
innovating and collaborating across a diverse group of internal 
and external stakeholders—including, in its case, more than 
52,000 employees and thousands of research partners, 
logistics partners, and other third-party service providers as 
well as patients, physicians, and other health care providers. 
The ongoing need to extend access to applications and 
systems to its broad external ecosystem spurred the Tokyo-
based pharmaceutical giant to begin a journey toward a zero 
trust-based security architecture.

“We realized that the demarcation between internal and 
external was no longer relevant or scalable,” says chief 
information security officer (CISO) Mike Towers. “The zero 
trust mindset—assuming that every request to connect is 
coming from an unknown access device on the internet that 
can’t be predicted or controlled—is a much better way to 
move forward.”5

Previously, access to an internal application would require 
granting access to the Takeda network, which inherently 
enabled access to a number of additional, unrelated services. 
“We could have tried to manually manage and restrict this 
additional system access, but, invariably, things will be missed 
over time,” says Scott Sheahen, global head of information 
risk management. “With the zero trust approach, we eliminate 
superfluous system access and thereby reduce the avenues 
that could be exploited in a future cyberattack. Now we have 
granular, policy-based controls so that people have access 
only to needed resources.”

This approach provides users with a more efficient way of 
navigating Takeda’s complex technology environment—a 
mix of cloud-based applications and services and legacy 
systems residing on internal servers and in data centers—
and eliminates the difficulty of accessing systems via multiple 
firewalls and VPNs. The transition to zero trust, well underway 
before COVID-19 struck, helped the company securely 
manage the sudden shift of its global workforce to a work-
from-home model. “Our China workforce, the first affected by 
the pandemic, had less experience and comfort with work-
from-home, so it was really important for us to get it right,” 
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Towers says. “By having shifted to zero trust-
based access, we were able to aggressively 
and quickly move China to the work-from-
home model.” 

Setting clear expectations with business 
partners is critical during the transition, 
says Thomas Likas, global head of security 
architecture and engineering. He recommends 
that security and IT organizations planning 
a zero trust migration engage with business 
partners from the beginning of the journey. 
“The business—not IT—has the best 
understanding of how people access and use 
their applications,” he says. “In the zero trust 
world, the business will need to determine 
who should have access to their systems  
and data.”

Indeed, Likas continues, “this knowledge 
needs to be baked into the access model from 
the very beginning. To business partners, this 
might seem like a lot of work, but as a bonus, 

the organization gets a solid understanding of 
their application landscape.”

Towers believes that once leaders understand 
the numerous benefits, most companies 
will inevitably adopt the zero trust mindset. 
“Frankly,” he says, “I don’t think that businesses 
can digitally or technologically scale in any 
other way.”

Zero trust secures the 
“new perimeter”
A zero trust approach is helping Halliburton, a 
global provider of products and services to the 
energy industry, meet its strategic business 
goals and objectives. Several years ago, as part 
of a drive to be more operationally efficient, 
the company began adopting cloud, mobile, 
and Industrial Internet of Things platforms 
to reduce costs and improve productivity. 
At the same time, Halliburton’s vendors and 
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suppliers began pushing their products and 
services to the cloud. “With the dispersion of 
our computing resources from the data center 
to the internet, we realized that our traditional 
network perimeters were dissolving,” says 
Mary Rose Martinez, CISO and senior director 
for IT architecture.6 “This impelled us to 
develop a zero trust strategy.”

Halliburton’s zero trust approach revolves 
around securing people, network connections, 
and data. “We are moving toward a reality 
where it doesn’t really matter if employees are 
on the network or not,” Martinez says. “The 
new perimeter is identity, whether user identity, 
endpoint device identity, or service identity.”

When Halliburton began its zero trust journey 
about two years ago, it focused first on 
securing mobile devices through multifactor 
authentication—using identity credentials, 
an authenticator, and registered devices. 
Soon after, the company migrated to cloud-
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based identity providers to further secure its 
people. Over time, the number of applications 
accessible without using a VPN continues to 
grow. A longtime adopter of the principle of 
least privilege, data encryption, and other 
data controls, the company is also working to 
enhance the classification and protection of 
unstructured data.

The more granular security controls that are 
part of Halliburton’s zero trust approach have 
created a more disciplined security posture. 
Because it controls user devices and endpoints, 
the company can push policies to any device 
via the internet. And because VPN access isn’t 
required for the zero trust-enabled applications, 
employees have a considerably improved  
user experience.

Martinez is quick to emphasize that zero 
trust is not only a technology initiative—it is 
also a people initiative. For example, whether 
Halliburton employees are on the company 

network or the internet, in the office or at 
home, they receive a verification prompt before 
accessing applications protected by multifactor 
authentication. This workflow change required 
education and awareness. And it is incumbent 
on users to guard their credentials and devices. 
“Raising security awareness has to be part and 
parcel of the zero trust approach,” Martinez says. 
“An ongoing education program that includes 
increasingly sophisticated phishing simulations 
can help people become more aware.”

Halliburton’s adoption of zero trust is an 
ongoing journey, with many components that 
are constantly moving and changing shape. 
“Because of the fluid nature of technological 
advancements, the end state will probably 
always be a moving target,” Martinez says. “But 
we’ve laid a foundation that’s both solid and 
adaptable, and upon which we can continue to 
build over time.”
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When I worked as a security analyst, I 
became fascinated by how people and 
businesses anthropomorphized their digital 
environments by applying the concept of trust 
to computing—that somehow a device could 
be trusted and that it cared that it was trusted. 

110

Back then, many CISOs and CIOs adhered to the idea—and many still 
do—that what’s inside the corporate firewall can be trusted. This idea 
of inside versus outside became a variable that was used to determine 
security policy, with many organizations operating under the adage 
“trust, but verify.” In the trust-but-verify model, trust is the default. 
When identity is verified, trust is assumed and access is granted.

But trust applies only to people—not digital environments. Identity 
credentials can be stolen, networks can be hacked, and insiders with 

MY TAKE

John Kindervag 
Field CTO,
Palo Alto Networks
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a product, although zero trust-based security 
infrastructures can be implemented by using 
many different products. Nor does zero trust 
require organizations to rip and replace existing 
security infrastructure—rather, it leverages 
existing technology to support the zero trust 
mindset, with new tools added as needed.

The hallmark of zero trust
is simplicity.
The hallmark of zero trust is simplicity. 
When every user, packet, network interface, 
and device is untrusted, protecting assets 
becomes simple. To reduce the complexity of 
cybersecurity environments, organizations can 
prioritize security technologies and tools that 
support simplicity by automating repetitive 
and manual tasks, integrating and managing 
multiple security tools and systems, and 
autoremediating known vulnerabilities.

Zero trust is a journey best taken one step 
at a time. I recommend that organizations 
begin by prioritizing the smallest possible 
protect surfaces—a single data set, asset, 
application, or service—depending on the 
level of sensitivity or business criticality. Then, 
they can create a microperimeter around each 
protect surface and granularly control the 
traffic allowed into the perimeter.

I encourage security teams to learn and 
practice on less sensitive protect surfaces, 
moving to protect increasingly more sensitive 
or valuable protect surfaces as they fine-
tune their approaches and their confidence 
increases. Over time and with lots of practice, 
they’ll be ready to migrate their most critical 
assets to the zero trust environment. Finally, 
when high-value assets are protected, teams 
can focus on less important assets. And by 
continuing to maintain a zero trust mindset, 
organizations can protect themselves even as 
security technologies and tools evolve.

bad intent are often in positions of trust. This 
means it’s impossible to know with certainty 
that the originator of network traffic can truly 
be trusted: An asserted identity is only an 
assertion, not an actual person.  

In response to what CISOs and CIOs told me 
about their cybersecurity strategies, I created 
the concept of zero trust, which is framed 
around the principle that no network user, 
packet, interface, or device—whether internal 
or external to the network—should be trusted. 
Some people mistakenly think zero trust is 
about making a system trusted, but it really 
involves eliminating the concept of trust from 
cybersecurity strategy. By doing this, every 
user, packet, network interface, and device is 
granted the same default trust level: zero.

Zero trust should be thought of as a strategy 
or framework. It requires companies to rethink 
their philosophy and approach to trusted 
network users and devices. Zero trust is not 
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STRATEGY // The stakes are high for 
CEOs when it comes to cyber risk. Beyond 
the damage that security breaches can 

have on companies, shareholders, and customers, 
they can end careers. CEOs are often answerable to 
the public for their organization’s security posture, 
especially as it relates to consumer data, and they 
should thus approach this topic as the stewards 
of the organization’s brand reputation and trust. 
By appointing a CRO, CISO, or other appropriate 
leader, they can look to new security postures such 
as zero trust that simplify protection of data, people, 
and networks without sacrificing user experience. 
Setting security priorities from the top can help the 
organization align on the importance of strengthening 
cyber defenses.

FINANCE // Reporting on cybersecurity 
breaches is among the CFO’s more 
unpleasant responsibilities. When these 

events happen, CFOs are often on point, reporting 
to auditors and answering to the board, regulators, 
and the public. In a time when cyber risk is increasing 
and bad actors regularly test organizational defenses, 
CFOs should develop and maintain technology 
fluency and the awareness they will need to 
mitigate cyber events. Moreover, they should clearly 
understand the risks and rewards of their company’s 
security posture—particularly as it applies to key 
strategic, physical, and financial assets—and then 
improve security by enabling zero trust adoption. 
Ultimately, the CFO—working in tandem with other 
risk and security leaders—can become a de facto 
crisis manager, working to predict and prevent threats 
to brand reputation, shareholder trust, and more.

RISK // Zero trust is fast becoming 
the modern standard for managing 
infrastructure, network, and data in a 

more secure manner. Despite the concept’s broad 
benefits, many see it as solely a technology issue. To 
change that, over the next 18–24 months, CROs should 
consider placing zero trust adoption at the top of their 
agendas. CROs can first clarify the security benefits 
to the organization and then work with the CIO, CISO, 
and other leaders to enforce the new approach. 
Thorough adoption can eventually help risk posture 
and processes evolve in lockstep with innovation while 
reducing the frequency of cyber incidents.
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EXECUTIVE PERSPECTIVES
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KEY QUESTIONS LEARN MORE

How far are you on your journey 
moving away from network and 
server “zones of trust”? What is 
your next step?

Cyber risk collection
Explore the latest insights on managing 
cyber risk and bolstering security 
against attacks.

How could you improve the 
skills and capacity of your 
cybersecurity organization relative 
to today’s challenges? What about 
tomorrow’s?

States at risk: The cybersecurity 
imperative in uncertain times
Read a joint cybersecurity report 
with the National Association of 
State Chief Information Officers. 

How can you better involve 
business-function system owners 
in security planning? Would their 
help in identifying areas requiring 
more restricted access improve 
the overall security posture?

Resilient podcast series
Tune into an award-winning podcast 
series that features leaders tackling 
risk, crisis, and disruption. 

2

3

1
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MEASURE AND MANAGE

OFFICE OF THE FUTURE

WORK IN NEW WAYS

Rebooting the digital workplace

The digital workplace’s technologies and tools 
can help employers gain insights that enable 
them to identify patterns, make predictions, 
nudge behaviors, and fine-tune performance.

As the office becomes a hub for collaborating, 
innovating, and meeting, digital technologies 
can augment the onsite work experience.

Data and insights from the digital workplace can 
help organizations improve work processes and  
employee experience to create better outcomes.
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telecommute more after pandemic restrictions 
are eased.2

As organizations manage a growing number 
of offsite employees—working from home or 
other nontraditional workspaces—many are 
beginning to accept the inevitability of a digital 
workplace where work is completed by a mix of 
onsite and remote workers that must operate 
in synchrony to meet business objectives. 
Some leaders approach the prospect of the 
digital workplace with a number of concerns:

• Productivity. Distractions and poor 
supervision could impede collaboration 
and derail productivity, and the lack of 
social support might lead to high employee 
dissatisfaction and turnover.

• Relationship building and onboarding. 
Strong existing relationships typically 
remain so after a remote work transition, 
but weak ones often erode. And it can 
be challenging to virtually cultivate new 
relationships and onboard new employees.

• Development and learning. It could be 
difficult for workers to virtually develop and 
maintain skills and professional networks 
they need to advance.

• Impact on innovation. The loss of 
serendipity—the unexpected and 
opportune employee interactions that fuel 
exploration and invention—could have a 
long-term negative impact on innovation.

Rebooting the digital workplace 117

Driven by COVID-19, the abrupt shift to 
remote work as the default for much 
of the labor force has altered work as 

we know it. One study found that only 15% of 
those employed pre–COVID-19 worked from 
home; these workers were joined after the 
pandemic by an additional 35%, suggesting 
that fully half of the employed labor force now 
works from home.1 

With the work-from-home cat out of the 
bag, it could prove challenging to coax these 
professionals back to prepandemic levels 
of in-office work. Staffing firm Robert Half 
found that 60% of professionals who had 
transitioned to a remote setup said they 
have better work/life balance, and that 74% 
of respondents would like to continue to 
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Rebooting the digital workplace
Data can drive new ways of working remotely and in the office
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Companies may be able to overcome the 
digital workplace’s deficits and ambiguities 
by more intentionally embracing its positive 
aspects, including the data generated by 
workers’ tools and platforms. This can 
help organizations optimize individual and 
team performance and customize the 
employee experience through personalized 
recommendations, enabling remote work to 
be far more than a diminished proxy for the 
traditional office. And as onsite workspaces 
and headquarters evolve, organizations can 
use this data to create thriving, productive, 
and cost-effective offices that are seamlessly 
interwoven with the remote experience.

The digital workplace is more 
measurable and manageable
If it’s true that you can’t manage what you 
don’t measure, then the digital workplace is 
eminently manageable. Its technologies and 

tools can help employers gain insights ranging 
from individual employee performance to 
team-level productivity to companywide 
morale, enabling them to identify patterns and 
make predictions, nudge positive employee 
behaviors, and fine-tune individual, team, and 
organizational performance.

Enabling technologies include people analytics 
solutions that help deliver actionable insights on 
employee and team behavior and productivity, 
AI-driven personal productivity assistants and 
other artificial intelligence (AI) technologies 
that use workforce data to make personalized 
recommendations to optimize performance, and 
workflow management solutions that streamline 
work processes and automate decision-making, 
actions, and responses. 

On the backend are strong cybersecurity 
solutions, such as zero trust architectures (as 
discussed in the chapter Zero trust: Never trust, 
always verify), along with hybrid and multicloud 

environments and services that support secure 
remote access and scale with flexing workloads. 
Of Deloitte’s own experience in rapidly 
enabling its workforce, unified communications 
infrastructure lead Aaron Roe notes that 
previous infrastructure upgrades proved their 
value. “Because we had already moved to 
cloud-based unified communications, we were 
able to migrate the entire firm to remote work 
in less than four days without overloading our 
data centers,” he says. “And our move to a 
zero trust security model allowed employees 
to securely access needed resources without 
using a VPN.”3

On top of these foundational technologies, 
organizations can layer tools such as 
organizational network analysis, which 
is currently used to track organizational 
information flow. Such analysis can help gauge 
remote workforce connectivity—for example, 
identifying isolated employees and measuring 
interactions between and among teams.
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Workplace social media can help teams 
tap into the power of the entire workforce, 
regardless of location, to generate ideas and 
collaborate, democratizing formerly privileged 
exchanges of ideas. And with research 
demonstrating that videoconferencing’s 
traditional grid of boxes taxes people’s brains 
and causes fatigue,4 new videoconferencing 
solutions based on virtual and augmented 
reality stand ready to enable persistent, 
simulated collaboration environments—such 
as those found in online video games—where 
users can meet, communicate, interact, and 
collaborate in a more natural-feeling setting.5

Finally, with collaboration tools now 
ubiquitous, a collaboration ecosystem strategy 
can help optimize technology investments 
in chat-based workspaces, video and phone 
conferencing, individual and team project 
and task management, whiteboarding and 
brainstorming, file-sharing and storage, and 
other tools. This can help enterprises curate 

these collaboration tools and seamlessly 
integrate, architect, and use them in a 
coordinated manner to reduce confusing 
or repetitive workflows and alerts. Not only 
can this improve team productivity—it can 
improve the quality of data and insights that 
help leaders better understand and manage 
their employees. 

Measuring employees’ digital activity provides 
an additional opportunity for employers 
to lean into the ongoing move away from 
decision-making based on gut instinct and 
assumptions. Transparency about how they 
plan to use the data—and what they’re 
measuring and why—can help organizations 
manage privacy concerns. And rather than 
focus on individual performance, they can aim 
to identify and bend overarching trendlines by 
aggregating and anonymizing data.

The next-level ability to measure 
and manage will drive new ways 
of working

The transition to the digital workplace could 
follow a path reminiscent of the evolution 
from analog LPs to digital CDs and, later, to 
MP3s and streaming services, which ushered 
in measurability, portability, scalability, and 
countless other benefits. The resulting data 
enabled services to suggest songs and 
artists to users based on previous listening 
habits, creating a better and more tailored 
fan experience.

Similarly, by understanding data and 
behaviors that most closely correlate with 
workplace success and failure, companies 
stand to improve work processes and create 
personalized employee experiences that 
create better engagement and outcomes. 

119Rebooting the digital workplace1 2 3 4 5 6 7 8 9



The most agile companies will investigate 
the patterns remote workers are encoding in 
data and use them to develop new ways of 
working. As ways of working and collaborating 
are standardized, the knowledge that can be 
extracted from emerging work patterns will 
become more precise and more valuable.

If it’s true that you 
can’t manage what you 
don’t measure, then 
the digital workplace is 
eminently manageable. 
Employee engagement and well-being. 
In a remote situation, managers may be 
unable to readily identify employees who 
are at risk for low productivity or in danger 
of leaving. With data generated by the digital 

workplace, managers can identify employees 
suffering from emotional stress and burnout 
and proactively intervene to address such 
challenges as low engagement and lack 
of inclusivity.6 Psychographic data such as 
boredom, stress, and fatigue levels can help 
leaders better allocate tasks and ensure that 
employees are appropriately challenged and 
empowered to manage their career goals and 
be productive while avoiding burnout.

Flexible workplace 2.0. Digitization unlocks 
a new era of workplace customization. In 
the same way that streaming music services 
offer individual users customized, data-driven 
experiences based on personal tastes, remote 
workforce data and predictive analytics can 
help organizations provide employees with 
high-quality, customized experiences—a 
mix of benefits, rewards, assignments, and 
learning based on personal experiences and 
tacit and explicit preferences. The digital coach 
of the future—enabled by organizational AI—

could offer employees assignments predicted 
to be both interesting and skills-aligned. The 
coach “knows” the skills and experiences 
that each employee needs to be optimally 
challenged and makes suggestions to improve 
behavior, collaboration, and specialized skills in 
real time.

Digital serendipity. Data generated by 
collaboration channels can map worker 
interactions and relationships, revealing 
informal structures that are often more 
influential than formal organizational design. 
It could identify workplace relationships 
that could be proactively developed or 
strengthened to foster serendipitous, cross-
disciplinary connections that help drive 
innovation. Virtual connection-building tools 
can nudge contacts between individuals and 
teams, make customized recommendations 
to link employees with mentors and like-
minded colleagues, and support onboarding 
by connecting new hires with teammates 
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and peers. Gig platforms, or internal talent 
marketplaces, can help connect employees 
with internal and external opportunities, 
mentorships, stretch assignments, and 
rotation programs and enable managers to 
find needed skills.

The office is dead, long live
the office! 
While the office may be undergoing a 
pandemic-driven existential crisis, it’s not 
down for the count. (The everyday commute, 
on the other hand, appears to be on life 
support.) However, just as e-commerce 
changed the way consumers and retailers 
think about brick-and-mortar storefronts, so 
is the forced mass adoption of remote work 
changing the way employers and employees 
think about the physical workplace.

For example, even though employees desire 
the flexibility to work remotely, most aren’t 
ready for an online HQ. In one survey, nearly 
three-quarters of workers said they prefer a 
balance of working at home and in the office.7  
The primary draw of the office, according 
to another study, is face-to-face human 
connection,8 particularly for millennials and 
Gen Z workers.9

While the office 
may be undergoing 
a pandemic-driven 
existential crisis, it’s 
not down for the count.
How do we reconcile these competing needs? 
The office may not be dead, but it’s unlikely to 
return in its previous incarnation. Employers 

could find that creating exciting environments 
that employees are eager to experience 
is the best way to entice them back to the 
office. Perhaps, as architecture and design 
firm Gensler predicts, the post–COVID-19 
workplace will shift from a place where people 
work to a place where teams meet, socialize, 
and connect.10

The smart money is on flexible and 
configurable work environments, technology-
driven workplace services, and new ways 
of managing fewer people and less space 
without sacrificing collaboration and 
innovation. As the office evolves to become 
both a collaboration hub for project teams 
and a creative center for client meetings, 
employees can expect a hybrid work style 
that supplements working from home with 
targeted in-office experiences, especially 
for critical events such as onboarding. And 
while coworking spaces took an immediate 
occupancy hit when COVID-19 first struck, in 
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the long term, they could be a more flexible, 
less expensive office alternative for businesses 
that are canceling or renegotiating their leases.

Offices of the future will likely be infused with 
the same digital technologies and tools used in 
the remote workspace. The same capabilities 
that enable a personalized employee 
experience in the digital workplace can similarly 
augment the physical workplace experience. 

The office will likely be retooled to more easily 
permit virtual, multidirectional collaboration 
with remote workers. For example, in Deloitte 
offices, all conference rooms, phone rooms, 
and other closed-door meeting spaces will 
be enabled for video with platform-agnostic 
videoconferencing solutions that integrate all 
leading applications. Teams are exploring how 
technologies can create parity of experience 
between people meeting in the office and 
remote participants. Deloitte’s boardroom, 
featuring individual cameras with advanced 

optics and noise-canceling microphones at 
each seat to provide remote attendees with a 
more realistic experience, serves as a model 
for how such parity might be achieved.

Organizational AI can help teams organize 
the dates, times, and locations of in-office 
meetings to maximize the value of space 
and promote team interactions. And with 
good office design, companies can measure 
the impact of traditional office orthodoxies 
such as in-person conversations, water-
cooler discussions, and spontaneous hallway 
encounters that generate real business value. 
Yet the return on investment for the office 
of the future will likely be more carefully 
examined than it has in the past.

The way forward
In the wake of the mass forced adoption 
of remote work, many organizations are 
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considering how to configure and manage a 
digital workplace in which work is completed 
by both remote and onsite workers. The data 
generated by workers’ tools and platforms 
can help organizations fine-tune individual 
productivity and team performance, deliver 
customized employee experiences, and 
optimize the use of office space. As employees 
return to the office, this data can also help 
remote and onsite teams work in concert 
and ensure the parity of remote and in-office 
employee experiences.
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LESSONS  
FROM THE  
FRONT LINES

New tools, good timing support 
remote work rollout
New tools and good timing helped Thomson Reuters navigate 
the pandemic-driven shift to remote work, says Rob Newnes-
Smith, CTO of digital, employees, and partners for the 
business information services and global media company.11 
When the majority of its 25,000 employees began working 
from their homes in March 2020, Thomson Reuters was 
putting the finishing touches on a major global rollout of 
cloud-based enterprise systems and platforms, including 
collaboration and productivity tools that made it easier for 
employees to quickly adapt to remote workflows and 
maintain productivity. 

A significant portion of Thomson Reuters employees were 
accustomed to periodic virtual work, but these previous 
experiences provided only partial insights into the impact 
of long-term remote work and lockdown isolation on well-
being, especially when other factors such as home-schooling 
and care for elderly relatives were in play. Company leaders 
recognized the importance of extending the corporate culture 

to the home workplace. The use of videoconferencing tools 
became the norm for daily meetings while the use of desk 
phones faded. In many cultures, a deep-rooted sense of 
formality toward behavior in the work environment made 
some employees feel awkward about the casualness of 
working from home. Team leads cultivated authenticity and 
compassion by modeling more relaxed attire and the use of 
home areas not typically seen as office space, with perceived 
erosion of boundaries such as videoconference interruptions 
by children or pets.

Having successfully enabled its employees to be productive 
in the remote work environment, Thomson Reuters is 
working to define the postpandemic workplace experience. 
Its well-timed modernization of enterprise systems puts the 
company in a good position to adapt to “the next normal” 
with access to personalized, consumable information, 
improved use of automation and AI to complement self-
service functionality, and richer levels of insights available 
for the executive leadership team. Newnes-Smith envisions 
employees routinely dividing their time between regional hubs 
and their home offices so that they can enjoy the best of both 
worlds: face-to-face collaboration, socializing, and unplanned 
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interactions along with the flexibility of 
telecommuting to create an improved work/
life balance.

Moving forward, the Thomson Reuters HR, real 
estate, and technology teams are deliberately 
reenvisioning in-office technologies, including 
integrated communication and collaboration 
platforms, new tools such as smart 
whiteboard technology, idea management 
software to crowdsource innovative ideas 
from employees, predictive talent insights, 
automation of key talent acquisition base 
processes, and AI-based tooling as part of 
a new learning system platform. “We plan 
to leverage our collaboration platforms to 
create a frictionless, seamless experience as 
employees move between their chosen places 
of work,” he says.

Ensuring equity between in-office and at-
home work experiences is critical. As we move 
into the ninth month of COVID-19, Thomson 

Reuters continues to hone its use of various 
collaboration tools to ensure employees’ 
voices are heard and faces are seen. “When 
everyone is an equal square on a screen,” 
Newnes-Smith says, “it has a way of leveling 
the interaction, whether you’re located at 
home, in an airport, or in the office.”

Lloyd’s of London 
accelerates innovation with 
virtual underwriting room
When the COVID-19 pandemic hit the United 
Kingdom, Lloyd’s of London—the renowned 
commercial insurance marketplace that 
intermediates between clients, underwriters, 
brokers, and insurance companies—closed its 
market floor, known as the underwriting room. 
From their hastily set up home offices, brokers 
and underwriters transitioned from in-person 
deal-making to electronic trading.
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It was a dramatic change for participants in 
the insurance market, which had never in its 
330-year history halted in-person trading.12  
Traditionally, the four-story underwriting 
room is a bustling trading hub packed with 
insurance brokers and underwriters who 
conduct face-to-face meetings to negotiate 
deals between policy buyers and sellers. On a 
usual day, the underwriting room hosts about 
5,000 market participants; around 45,000 
people have badges to enter. “Historically, the 
market floor is the heart of Lloyd’s. Business is 
grounded in the physical space, where brokers 
walk the market floor and wait in queues to 
see which underwriters are at their booths 
and whether they might be interested in 
insuring a particular risk,” says product owner 
Sam Irving. “COVID-19 was a monumental 
event because it completely disrupted these 
well-established workflows.”13

As Lloyd’s worked toward a phased September 
reopening, leaders looked to leverage digital 
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technologies to make connecting more 
operationally resilient, instead of simply 
returning to business-as-usual in the physical 
underwriting room. “This wasn’t a completely 
new idea for us, but the pandemic’s challenge 
to the old ways of working really accelerated 
our thinking,” Irving says. 

Leaders decided to develop a virtual 
underwriting room that would complement 
Lloyd’s’ in-person counterpart. This meant 
identifying gaps in the existing electronic 
trading experience, such as the ability to 
schedule on-the-fly meetings, ask and answer 
quick questions, and meet spontaneously—
the hallmarks of the market floor. The goal 
was not only to improve the current work-
from-home experience but to leverage those 
learnings to improve the traditional in-person 
trading process.

On an accelerated timeline—and backed by 
an extensive research and design process 

that centered the needs of brokers and 
underwriters—Lloyd’s established a virtual 
room that connects brokers and underwriters 
via digital collaboration platforms, enabling 
them to schedule trading conversations with 
colleagues in different locations around the 
world. The virtual room includes searchable 
broker and underwriter profiles and a market 
directory, availability settings, and flexible chat 
functionality. This allows brokers to search for 
underwriters by specialty, view underwriter 
profiles, see who’s free for an immediate chat, 
and schedule meetings or videoconferences. 
The market directory and profiles help 
underwriters promote themselves by 
providing more visibility into the types of 
opportunities they’re seeking. 

Lloyd’s unveiled its virtual underwriting 
room to selected users in tandem with the 
September reopening of the market floor. The 
goal is for the virtual and physical rooms to 
work in synergy and provide equally efficient 

and supportive experiences whether the user 
is trading remotely or on the market floor. 
For example, the market directory improves 
the efficiency of brokers in the physical 
underwriting room by enabling them to check 
underwriters’ availability without walking 
around the market floor, and as market 
profiles develop, this could help brokers 
confirm underwriter interest in potential deals 
without standing in queue. 

An unintended benefit of the virtual room 
is that publishing users’ availability can aid 
their work/life balance. “Working from home 
removed the traditional end-of-the-day 
boundary of physically leaving the market 
floor and going home, and people routinely 
contacted each other on their mobile phones 
during nonwork hours,” Irving explains. 
“Setting their availability gives remote users 
more control over developing and maintaining 
work/life boundaries.”
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Lloyd’s continues to build on the initial 
launch of the virtual underwriting room, 
adding and improving features and releasing 
improvements weekly. Top priorities for the 
future include virtual queuing, integrated 
calendars, and mobile applications.

Human-centric technology 
critical to workplace 
redesign and workforce 
performance
COVID-19 has made a permanent imprint on 
the way workplaces operate, forever changing 
how people work—and where they work. 
Many business leaders are trying to
determine how these new ways of working 
will affect their organizations—and their real 
estate portfolios. Commercial real estate 
services company JLL, which has long tracked 
trends in workplace strategies, design, and 

technologies, expects the road to the “next 
normal” to be fluid and complex. 

COVID-19 has accelerated the transformation 
of the workplace by five to 10 years, says 
Marie Puybaraud, JLL’s global head of 
corporate research, who specializes in 
the study of human performance and the 
human experience at work.14 “The distributed 
workforce that we’re seeing now was always 
going to happen, but we were expecting a 
slower evolution,” she says. “The pandemic 
simply sped up the timeline.”

JLL’s research shows that high-performing 
workers have flexible work hours and 
remote work opportunities—but that during 
lockdowns, these high performers missed 
being in the office more than others. “While 
remote work seems to have a positive effect 
on performance, workers are not ready to 
abandon the office, because collaboration 
with colleagues and the ability to manage or 

feel supported waned during the pandemic,” 
Puybaraud says. “Therefore, we don’t expect 
office environments to retain traditional 
designs. We have a flexible workforce, and we 
will need workplaces to be equally adaptable.”

For example, instead of a single corporate HQ, 
a business might have multiple smaller offices 
that are geographically distributed to maximize 
available talent pools, with employees dividing 
their time between home, corporate offices, 
and other co-working places. Puybaraud sees 
this as the New Golden Age of the Worker—
and sees a worker-centric approach as critical 
in redesigning these workplaces.

Nearly half of workers who participated in a 
recent JLL survey say they desire offices with 
dedicated areas for socializing, connecting to 
nature, and learning, as well as doing focused 
work. Typically, however, about two-thirds 
of space in today’s office environments is 
reserved for individual work, with only around 
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a third set aside for collaborative purposes. To 
meet the needs of the future workforce, these 
proportions likely will need to flip, with roughly 
three-quarters of the workspace for collective 
use and the rest set aside for individual work.

This likely will require businesses to 
significantly retool and redesign their office 
environments to meet workforce preferences 
and reenvision the workplace as a social hub 
to boost human experience and performance. 
JLL is exploring how artificial intelligence, 
virtual and artificial reality, 3D modeling, 
and other technologies can help push the 
built environment beyond its current limits. 
Besides transforming the physical workspace, 
technology can enable the dispersed 
workforce to collaborate and innovate 
effectively. For example, future technology 
platforms need to enable those who aren’t 
physically present in future collaboration 
spaces to interact naturally and productively 
with those who are. 

The success of the mass work-from-home 
experiment conclusively proved the value 
of technology, Puybaraud says. “Technology 
established itself as a successful enabler of 
remote work. By and large, businesses were 
able to continue to operate efficiently because 
of technology platforms. However, with 
employees dispersed among multiple office 
locations and home offices, companies will 
probably need to expand those platforms as 
we move forward. There is a lot of opportunity 
for new solutions that deliver more realistic, 
engaging, human-centric experiences. While 
nothing can replace the real-world interactions 
that most people crave, technology can make 
interactions between on-site and remote 
colleagues even more efficient.”
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When COVID-19 caused PayPal to move 
our 23,000-plus employees from 90 onsite 
locations to a work-from-home model, our 
emphasis evolved from ensuring their safety 
to improving efficiency.
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But as it became clear that the workforce would remain offsite for 
the foreseeable future, we shifted our focus, using the rapid move 
to remote work as an opportunity to reexamine the ways we work 
together in teams and as a company.

To achieve our business goals and continue to provide a world-class 
experience to all employees—whether onsite or offsite—we are 
developing new ways of working and collaborating. Our goal is to 
enable the workforce to be productive in terms of velocity and output 
while also promoting learning, innovation, and collaboration. And we 
want to help employees address some of the fundamentally human 

MY TAKE

Dan Torunian 
Vice president, employee 
technology and experiences 
and data centers, PayPal
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inherently human challenges as sustaining 
social connections with colleagues, managing 
family members during work hours, and 
maintaining work/life balance. The digital 
workplace requires employers to reengineer 
the way their people connect, communicate, 
collaborate, and support each other within 
and across various functional areas. 

With most or all employees 
operating from their 
homes, it’s incumbent 
upon employers to optimize 
remote worker experiences, 
intentionally evolving them to 
be as efficient and delightful 
as onsite experiences are. 

With most or all employees operating from 
their homes, it’s incumbent upon employers 
to optimize remote worker experiences, 
intentionally evolving them to be as efficient 
and delightful as onsite experiences are. 
Moving forward, for example, we’re looking for 
ways to tailor the digital collaboration process: 
We’re exploring how to deliver the same 
capabilities and experiences across multiple 
collaboration platforms so that each 
employee can work with others using their 
preferred tools. 

Employers can also identify and nurture local 
and regional working norms, differences in 
IT infrastructure, and technology preferences 
that could affect employee work styles and 
processes. For instance, bandwidth 
capacity, internet support, and network 
capabilities, along with cultural differences 
in attitudes toward working from home, vary 
among regions. Understanding and 
adapting to such factors can help companies 

challenges of working away from the 
corporate office. 

Before the pandemic, work processes, 
collaboration tools, communication channels, 
learning opportunities, and culture—even 
the way we socialized with colleagues—were 
necessarily optimized for the traditional 
workplace. For example, about half of our 
employees work in operational roles in 
customer service, collection, and fraud. 
Before the pandemic, they worked in highly 
controlled, metrics-oriented call centers; 
their colleagues were all within arm’s reach. 
COVID-19 required us to evaluate the 
sustainability of such traditionally designed 
teams. Now, these same employees are 
working solo—or with roommates, spouses, 
and children—in unstructured home-office 
environments. They’re still meeting their 
productivity goals, but with new challenges 
related to communicating, collaborating, 
skill-building, and networking as well as such 
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of working from a corporate workspace, 
bedroom office, coffee shop, or hot desk.

further differentiate and customize the 
employee experience. 

It’s also important to capture the natural 
feeling of tapping a colleague on the 
shoulder and spontaneously grabbing a 
coffee—a feeling that’s missing from formal 
videoconference invitations. To help with 
this, we created an app that randomly pairs 
interested employees for virtual coffee breaks. 
We envision expanding it to create a virtual 
environment where users feel as though 
they’re enjoying coffee together in their 
favorite café, instead of staring at a square on 
a screen.

The rapid move to remote work provided 
PayPal and other organizations with an 
unprecedented opportunity to reexamine 
people’s ways of working. Ultimately, this will 
help our employees effectively meet business 
objectives and serve customers in more than 
200 countries while enhancing the experience 
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STRATEGY // For many CEOs, this year’s 
comprehensive shift to remote work 
remains top of mind. Leaders who are 

eager to improve the work experience can look to 
new digital tools that monitor online interactions to 
explore short-term improvements such as better 
collaboration as well as longer-term innovation. The 
virtual office also offers an opportunity for leaders 
to practice and promote radical transparency 
in communication. Still, CEOs should be highly 
purposeful in architecting their goals for remote 
work, as the choices they make can affect company 
culture well beyond the pandemic. They can either 
help employees feel more connected than ever to 
each other and to the company’s vision or leave them 
feeling disconnected and alone in the new normal.

FINANCE // The challenges of the rapid-
onset digital workplace continue to be top 
of mind throughout the C-suite and broader 

organization. CFOs should consider the potential 
financial impacts of these challenges, including the 
downsizing of large, urban offices into dynamic, smaller 
workspaces. But they should also anticipate potential 
costs of diminished productivity and creativity, as 
employees no longer congregate physically. In virtual 
settings, we often lose the ability to read social and facial 
cues, or to brainstorm during informal, water-cooler 
conversations. Finance leaders can lead differently in 
remote work by setting a strategy to address some of 
these gaps in the new workplace—for example, they 
can implement AI tools to analyze meetings in real time 
and nudge decision-makers to solicit opinions from 
quieter participants.15 Whether or not companies adopt 
such technology measures, people will look to CFOs to 
find ways to support employees’ well-being and their 
ability to deliver outcomes that sustain the company.

RISK // This year’s jarring shift from 
onsite to remote work offers CROs an 
opportunity to redefine security standards 

for remote collaboration. For example, home 
networks now process the same level of workloads as 
corporate networks, and the increase in VPN usage 
means increased commingling of company data 
and personal devices. As digital collaboration and 
file-sharing become routine, risk leaders should try 
to respond constructively to the increasing pace of 
change without hampering the organization’s ability 
to keep pace with the market. They can work closely 
with the CIO and CTO to assess upcoming changes 
to collaboration tools and decide on a risk posture 
that works for the near term. Risk leaders can also 
anticipate further challenges and changes as a broad 
return to corporate offices takes place.
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KEY QUESTIONS LEARN MORE

How do you assess employee 
and team performance of remote 
workers? What steps are you 
taking to improve performance?

The future of cloud-enabled 
work infrastructure
Study the cloud solutions, security, and 
DevOps methodology that can make 
virtual business infrastructure work. 

What steps have you taken to 
virtually nurture the spontaneous 
employee connections and 
dialogue that drive innovation?

Future of Work collection
Survey the latest changes in store for 
the workplace, workforce, and the 
nature of work itself.

What have you concluded about 
the long-term role of physical 
workspace? How will office design 
and technology tools support 
optimal collaboration and 
productivity?

Superminds, not substitutes
Navigate the future of human-
machine collaboration in the 
workforce as AI adoption grows. 

2

3

1
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PHYSICAL + DIGITAL MERGE

Customer journeys integrate in-person and digital elements 
to create compelling, customized brand experiences.

DESIGN FOR AN AUDIENCE OF ONE

Designers and coders tailor human experiences to the 
individual’s behaviors, attitudes, and preferences.

TECH SCALES TRUST

Thoughtful design amplified by trust-enabling tech 
supports a future with bespoke, human experiences.

$
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In what we recognize as an emerging trend, 
consumers are becoming less satisfied 
with distinct physical or digital experiences. 
They want the best of both: personalized 
interactions combined with the convenience 
of digital. During the next 18 to 24 months, 
we expect to see leading companies embrace 
the bespoke for billions trend by exploring ways 
to use human-centered design and digital 
technology to create personalized, digitally 
enriched interactions at scale.

The trend carries a degree of urgency, for one 
simple reason: Customers are impatiently 
waiting. Two-thirds of participants in a spring 
2020 Deloitte survey said they had already 
tried a new digital experience—virtual 
concerts, social gatherings, government 

transactions, or something else. These digital 
alternatives to in-person activities initially 
seemed adequate, but the law of diminishing 
returns quickly asserted itself.3 As it turns 
out, many of the digital experiences that have 
become mission-critical leave customers 
wanting more, which is hardly a recipe for 
long-term success.

Our growing reliance on 
digital interactions has 
left many of us pining 
for more personalized 
human experiences.
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During the COVID-19 pandemic, a tailor 
on London’s Savile Row—unable to 
travel to customers—found himself 

measuring clients two continents away in 
Seoul for bespoke suits ... with the assistance 
of a robot.1 By necessity or choice, people 
have increasingly embraced digital interactions 
in all aspects of their everyday lives, whether 
in working remotely, online schooling, or 
ordering groceries.

Yet our growing reliance on digital 
interactions has left many of us pining for 
more personalized human experiences. 
In Deloitte surveys conducted during the 
pandemic’s early months, more than half of 
the participants said they wanted their virtual 
experiences to feel more “human.”2
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What does a bespoke digital experience look 
like for your customers? They’re looking for 
an answer.

Physical + digital is the
new bespoke
Humans have long valued experiences and 
products that are customized for them. 
Since the early 1800s, London tailors have 
created bespoke experiences working 
intimately with clients who select fabrics, 
buttons, and patterns to compose a physical 
expression—a flattering one, naturally—
of their taste, personality, and ambitions. 
Traditionally, a tailor might create custom 
clothes for only dozens of regular customers 
during a career. In a field long based on 
hands-on personal attention rather than 
technology and automation, comparatively 
few have experienced creating and wearing 
bespoke clothing. 

Savile Row’s challenge and opportunity is 
to retain the cachet of customization while 
widening availability, with the aid of various 
technologies. Leading companies and brands 
are looking to arrive at the same place—
from the opposite direction. Many are in the 
early stages of experimenting with existing 
and emerging technologies, combining 
them in innovative ways to design and scale 
more personalized human experiences and 
outcomes. As opposed to mass customization, 
in which consumers can choose from a limited 
number of options, a bespoke experience is 
tailored specifically to an individual’s behaviors, 
preferences, values, and beliefs. Eventually, we 
expect that technological advances will allow 
companies and brands to create bespoke 
experiences for billions of people—not just 
the privileged. 

Right now, there is typically a smartphone 
or tablet between the consumer and the 
experience. But over time, the device will 

no longer be needed as an interface: The 
consumer will get the experience delivered 
when, where, and how they want it without 
even requesting it. As an early example, for 
years ride-share companies have used ML 
and data-driven algorithms to predict where 
and when consumers might need rides.4 As a 
result, the ride-share car is often right around 
the corner when you exit the building, before 
you even open the app. 

Large gaps remain in many physical-plus-
digital consumer experiences. Let’s say 
a couple downloads an online retailer’s 
augmented reality (AR) app that allows them 
to envision a sofa in various styles, fabrics, 
and colors in their living room. While digital 
experience can suggest whether and how the 
size and design will complement their living 
space, the experience is incomplete, since 
the customers are unable to experience the 
sofa’s physical comfort. Indeed, because many 
consumers are still reluctant to purchase 
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without physically experiencing items—
especially expensive ones—some online 
retailers are opening physical stores to round 
out the shopping experience. For example, 
Casper, an online mattress company, has 
opened 20 stores, with plans for more, to 
allow customers to try out their mattresses; 
they can even book a nap.5

Without a digital infrastructure in place, sectors 
traditionally grounded in the physical world 
will likely be slower to evolve. To overcome 
this challenge, some brick-and-mortar 
companies are partnering with digital natives 
to blend their physical human experiences 
with digital elements. For example, one social 
media platform offers its retail advertisers a 
customized online storefront that delivers a 
seamless digital experience to attract new 
customers from the platform’s vast social 
network. Targeted social ads entice a consumer 
to click on desirable items to learn more, which 
takes the consumer to a mini website stocked 

with curated items based on that individual’s 
online behaviors and preferences.6

Imagine that consumers could opt in to 
continue that journey in the physical world 
with a personal experience tailored to their 
individual tastes and preferences. One 
consumer may like a dress she sees online but 
hates dealing with returns; she wants to try 
the dress on before deciding to buy. Perhaps 
this customer requests a reminder when 
she finds herself in the vicinity of a branch 
of the department store. If she prefers not 
to interact with a salesperson, her mobile 
device—equipped to access the spatial web—
could help her locate the dress in the store. 
Another individual may prefer that the store’s 
virtual stylist arrange to have the dress, along 
with coordinating accessories in her preferred 
colors and sizes, waiting for her in a private 
dressing room. And yet another individual may 
simply want a personalized selection of clothing 
delivered to her home.

Over time, we expect, digital interactions 
will enhance a growing number of physical 
experiences, and vice versa. The 
convenience and simplicity of digital 
interactions will eventually be seamlessly 
infused with the warmth and assurance of 
meaningful human exchanges.

Design for an audience of one 
In a January 2020 survey, 3,000 C-suite 
executives said that they believe elevating 
the human experience should be a top 
organizational priority, yet 96% of them have 
struggled to design and launch anything 
resembling human-centered experiences.7

Pioneering companies and brands are 
exploring ways to fill this need with human 
experience designers who create value-
enriched human interactions, both physical 
and digital. These designers possess the 
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sensibilities, empathy, and imagination 
needed to create satisfying, trust-enhancing 
interactions for personas, which are groups 
of consumers who share similar needs, 
behaviors, and goals. They create highly 
nuanced elements of the customer journey 
and specify the various ways those elements 
can be strung together to reach an outcome 
that’s satisfying for both the customers and 
the brand. Experiences designed for groups 
of similar people can be more satisfying than 
one-size-fits-all but still do not meet the notion 
of bespoke. 

The companies and brands further along 
in the quest for bespoke experiences are 
pairing designers and coders in cross-
functional teams with the goal of designing 
for an audience of one—a truly customized 
experience tailored to the behaviors, needs, 
and values of a single individual. 
But human experience design is evolving so 
fast that even designer/coder collaboration 

could become obsolete. There’s a new breed 
of human experience creative: designers who 
use code as their medium, eliminating the gap 
between design and execution. By combining 
creative sensibilities with technical know-how, 
these designers/coders can create increasingly 
seamless experiences based on individuals’ 
behaviors and preferences, defined by real-
time data that’s relevant in the moment. 

There’s a new breed 
of human experience 
creative: designers 
who use code as 
their medium. 
Using AI and ML, designers/coders can 
develop a deeper understanding of what 
individual consumers want, enabling them 

to tweak the experience to suit that person, 
essentially creating bespoke experiences 
based on understanding who the individual is, 
where they are, and which offers they are likely 
to want.

Technologies scale trust
for billions 
As physical and digital experiences merge, 
building trust will become an even more critical 
element in delivering meaningful human 
experiences. Looking back to our London 
tailor, trust is at the heart of the client’s 
experience during the design and creation 
of his custom-made suit—or any bespoke 
experience, for that matter. Trust is why the 
client returns to his tailor again and again, even 
when a pandemic makes travel difficult. He’s 
unlikely to trust a robot to fit his suit, except 
when his tailor is directing its movements. 
So how can companies scale intimate one-to-
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one experiences to fit billions? Accomplishing 
this will require thoughtful human design 
amplified with trust-enabling technologies. 
Two main technologies that can enhance—
or destroy—trust are AI and the use of 
personal data. 

Building trust will 
become an even more 
critical element in 
delivering meaningful 
human experiences. 
To drive increasingly powerful—and 
personal—human interactions, algorithms and 
systems will need vast amounts of personal 
data and information. To build the trust that’s 
essential to the interaction, organizations 
will need to carefully design technologies to 

behave in trustworthy and ethical ways, as 
we described in Ethical technology and trust 
in Tech Trends 2020. Moreover, meeting the 
local, regional, national, and transnational 
patchwork of data and data-usage regulations 
will require careful planning and engineering. 

Intuitive, experiential technologies supporting 
the bespoke for billions trend today are laying 
the groundwork for an era in which it will 
be possible to be human at scale. As we 
discussed in Tech Trends 2020, affective 
computing technologies such as natural 
language processing, facial expression 
recognition, eye tracking, and sentiment 
analysis algorithms recognize, understand, and 
respond to human emotion. Right now, true 
human connections are limited to the number 
of people we can fit into a room. Technologies 
such as phones or webcams connect us to 
other humans, but they remain only a conduit. 
Connections made through technology 
conduits are useful yet emotionally limited. 

The figure “Technology tools of the bespoke 
experiences trade” (page 141) outlines the 
foundational technologies supporting the 
bespoke for billions trend; many of these have 
been around for years, becoming more 
sophisticated with each evolution. What’s new 
are the possibilities that are created at their 
intersection. Consider the innovations that 
could result from increased deployment of 
LIDAR sensors and AR capabilities on mobile 
phones, or the hypertargeted personalization 
possible via AI/ML platforms. In these 
cases, and many more, the power is in the 
intersection of technologies.

Individually, each of these technologies is 
incredibly powerful. Together, the ability 
to recognize and respond to emotions, 
transact seamlessly across channels, move 
effortlessly between virtual and digital space, 
and leverage the increasing power of mobile 
platforms is enabling the next generation of 
human experiences. 
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Technology tools 
of the bespoke 
experiences trade
Many of the 
technologies that 
underlie the bespoke 
for billions trend have 
been around for 
years, becoming more 
sophisticated with 
each iteration. What’s 
new is the exponential 
capabilities that are 
enabled when these 
technologies are 
combined in 
meaningful ways.

Omnichannel 
marketing platforms

As digital and physical 
interactions begin to merge, 
we are seeing omnichannel 
platforms evolve from previous 
generations of digital marketing 
platforms. Combining the 
ability to accurately target 
consumers in real time in the 
digital world with the increased 
ability to identify consumers 
in the physical world enables 
more targeted and more helpful 
interactions. Increasingly, 
through the power of MLOps, 
these platforms can generate 
better and more cost-effective 
recommendations, nudges, 
and promotions to support 
customers.8
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Handheld devices 
as platforms

Mobile phones and other 
devices have evolved from 
devices simply enabling 
phone calls to sophisticated 
mobile computing platforms. 
Today, advanced devices 
feature increasingly powerful 
cameras, GPS and location 
sensors, LIDAR for measuring 
spaces, native AR libraries 
for overlaying virtual objects 
on reality, 5G high-speed 
connectivity, and much, much 
more. The near future will 
feature body scanning to 
support virtual clothing 
fittings and the ability to 
identify or produce perfectly 
fitted clothing.9

Affective 
computing

Also sometimes known 
as “Emotion AI,” affective 
computing is increasing the 
ability of computers to interpret 
and react to human emotions 
in real time. Whether through 
natural language processing 
and sentiment analysis, voice 
stress analysis, or cameras 
cataloging microexpressions, 
AI is increasingly capable of 
recognizing our emotional state 
and intent. It might manifest 
as a helpful virtual salesperson 
who welcomes you to your 
favorite store and directs you 
to sale items you might love. Or 
it could be the virtual customer 
support agent who echoes 
your frustration while following 
a “save” script to persuade 
you not to cancel your service; 
only this agent has access to all 
of your data and history and 
the ability to tailor the perfect 
proposal to entice you to stay.10

Spatial 
web

By combining high-resolution 
mapping of the physical world 
with AR and VR capabilities, 
spatial web technologies 
allow the projection of virtual 
objects into the physical world. 
Leveraging the increasingly 
powerful technologies built 
into phones, tablets, headsets, 
and more, the spatial web 
allows users to interact 
with increasingly lifelike 
virtual environments. As this 
technology evolves, users 
will be able to interact with 
information within physical 
spaces, instead of relying on 
traditional screens, tablets,
and phones.11 

Next-generation 
identity management

The underpinning of trusted 
interactions is the knowledge 
of the identity of the user. 
Without robust identity 
verification, organizations risk 
losing trust by leaking data. 
Identity management systems 
are hard at work to supplement 
credential validation and two-
factor authentication to also 
include biometrics, behavior 
validation, and other advanced 
mechanisms for validating 
identity.
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The way forward
The instability and uncertainty created by 
the pandemic seem to have only amplified 
the need for authentic human connection. 
Organizations are combining and refining 
existing and emerging technologies to create a 
more meaningful blend of physical and digital 
experiences to engage their customers. And 
the best of those experiences will be targeted 
to an audience of one, in a more human, 
trustworthy fashion, creating the possibility of 
bespoke experiences for billions—delivering to 
each exactly what they want, when, and how 
they want it.
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Physical environments are an important 
beacon for the relationships we have with 
brands and companies. 
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Even digital-first companies are building physical outlets as another 
way to create engagement with their customers. In many ways, 
blending digital and physical experiences is easier for them because 
they already have a robust digital infrastructure in place. 

The building sector is ancient, and understandably slower to evolve. 
As the world’s largest architecture firm, Gensler has refined the 
physical process of orchestrating thousands, sometimes millions, of 
moving parts to create something that’s safe, useful, and beautiful. 
Real estate is just at the beginning of its digital transformation. Our 
advantage in this new world is that architecture has always been 
bespoke, so we’re accustomed to tailoring designs for individuals. 

My design team’s role is to disrupt our firm from within. We are 
helping Gensler transform its approach to architecture from creating 

MY TAKE

Hans Neubert 
Principal and global practice 
leader, Digital Experience 
Design, Gensler
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revolutionary to a digital native, but it is for an 
analog industry like real estate. In a way, 
we’ve moved ahead seven to 10 years in just 
six months.

We are helping Gensler 
transform its approach to 
architecture from creating 
physical buildings and 
interiors to creating holistic 
experiences.

Gensler has also broadened our design reach 
to include the user’s experience before, 
during, and after visiting a building. For 
example, a soccer fan doesn’t engage with 
the team only when they’re in the stadium—

that built environment is part of a greater 
journey. So, as the team owner, you have a 
vested interest in not just enriching a fan’s 
interactions in the stadium—you also want to 
understand how to connect and engage 
with your fan before, during, and after the 
game. We’re considering the full 360-degree 
fan engagement.

Likewise, we’re diversifying the people we 
involve during the design process to better 
understand the end-user benefits. Beyond the 
CEO and the real estate leader, we bring in IT, 
marketing, brand, HR, and other stakeholders 
to integrate more multidisciplinary and 
multifunctional views. 

One big challenge that’s holding us back from 
offering more personalized experiences is the 
lack of an “urban platform,” a common chassis 
for building customized digital elements for 
the physical world of architecture. We’re 
actively working on that but until that’s fully 

physical buildings and interiors to creating 
holistic experiences. We are merging physical 
spaces and digital interactions to create 
personalized experiences for the end users, 
whether they are employees, sports fans, 
students, passengers, or shoppers. 

The pandemic has accelerated technological 
change and acceptance of new innovations. 
Some of those conversations began earlier, 
but today people are paying more attention: 
Now, CEOs listen when we describe how their 
office building can be a more personalized, 
engaging environment by enriching the built 
environment with digital experiences.  
For example, in the analog world, there is 
a physical sign on the building that shows 
the way to the exit or the elevator. In the 
new world, when a remote worker visits the 
corporate office, the meeting invitation on 
his computer tablet is the clearing pass for 
security, the elevator key, and the map to 
the conference room. That may not sound 
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and we keep investing in the next generation. 
We’re very much driving our own future.

evolved, designing and building 360-degree 
user experiences will continue to be slower 
and more expensive than we and some clients 
would like. 

Meanwhile, Gensler is committed to creating 
experiences that serve a higher purpose. We 
design for the end user, not just the building 
owner or real estate developer. And because 
it’s no longer acceptable to consider only half 
of the population’s needs, we must design 
for equity. Likewise, designing for safety isn’t 
enough—we must also design for global 
health. And finally, because buildings are a 
major contributor to climate change, we 
must design with a lens toward protecting 
the environment.

Transforming our traditional architecture firm 
into an experience design firm that leads with 
architecture hasn’t been easy, and the payoff 
for this innovation isn’t immediate. We’re able to 
do this because we’re an employee-owned firm, 
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STRATEGY // The pandemic has given 
fresh importance to the CEO’s role as an 
end-user ethnographer.12 Organizations 

are scrambling to respond to customers’ values, 
risk appetites, and preferences as they design safe 
experiences that blend the physical and digital. CEOs 
are on point for directing this human experience 
strategy. They should consider shifting trends on 
what technology is enabling (for example, increases in 
virtual shopping and service) as well as the differences 
in what people are expecting from brands. Ultimately, 
a consistent, humane experience is the goal, and 
setting direction from the top down can help CEOs 
lead their organizations in line with their values—and 
their vision for responding to unprecedented times.

FINANCE // As human-centered design 
improves and IT brings more use cases 
to the finance team, CFOs should be 

mindful of the business case: Which metrics (ROI, 
cost per impression, etc.) will justify investments, and 
which products or services are ripe for disruption? 
Moreover, in a primarily digital economy, CFOs should 
consider how human connections drive accounting 
and valuation. They may need to revisit concepts 
of impairment or sales tax implications to assess 
whether such standards preclude them from showing 
strong financial statements. Likewise, the value of 
high-quality human experience platforms may be 
difficult to quantify, but it can also become a leading 
indicator of an organization’s performance.

RISK // Physical and digital are blending 
to create hybrid user experiences. In this 
new environment, privacy-related issues 

may be amplified relative to purely physical or digital 
customer interactions. This shift can lead to CROs 
rethinking traditional forms of security such as the 
password and opting for newer methods such as 
mobile biometrics. They should pay close attention 
to privacy as technology enables organizations to 
increasingly identify unique customers and their 
data across channels. Risk leaders may also be 
dealing with a generational divide on human 
experience, as expectations vary widely between 
digital natives and older generations.13 Leaps in 
cybersecurity and blended experiences may require 
organizations to bring along customers who aren’t 
ready for the change. Accordingly, the CRO’s role in 
creating trust among consumers becomes more 
important than ever.
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KEY QUESTIONS LEARN MORE

How agile are your customer 
journeys? Are they seamless and 
consistent across all channels, 
both physical and digital? What 
does it feel like from your 
customers’ perspective? 

Turn brand into bond
Learn how understanding consumers’ 
needs can help brands build emotional 
bonds at an enterprise scale.

Is your organization experimenting 
with technologies that will lead 
to offering more personalized 
experiences, both in-person and 
digital?

Human experience in times
of uncertainty
Tune in to live, weekly conversations 
and insights on how brands can 
respond to uncertainty. 

Is your customer data formatted 
in a way that is machine-readable? 
Can you access customer data 
beyond demographic and 
transactional data to include 
behaviors, attitudes, emotions, 
and preferences? How can you use 
technology to build customer trust? 

Human experience: Know thyself
Explore the 2021 Global Marketing 
Trends to see how organizations are 
fostering human connection to meet 
the needs of their stakeholders.

2

3

1
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Work with DEI and business leaders to address complex 
workforce challenges with tech-enabled solutions.

THE TECH LEADER’S ROLE
DEI tech can support workforce outcomes across 
recruitment and advancement, leadership and culture, 
and measurement and analytics. 

DEI WORKFORCE OUTCOMES

Partnerships, responsible data practices, and 
feedback mechanisms are important elements in 
tech-enabled DEI workforce strategies.

DEI TECH CONSIDERATIONS
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all people within an organization. Definitions 
of diversity, equity, and inclusion vary based 
on an organization’s focus and culture, but 
generally, a diverse workforce includes a wide 
mix of demographics, skills, and experiences, 
while equity provides all workers with fair 
access, opportunity, resources, and power to 
thrive. An inclusive culture supports fairness, 
equity, and respect, giving workers a sense of 
belonging and being valued and empowered. 

Diversity, equity, and inclusion are 
important to current as well as potential 
employees worldwide. A 2020 Lenovo/Intel 
global employee study suggests that an 
organization’s DEI policies and performance 
are significant factors in a candidate’s decision 
to apply for or accept a job. 

More than half of employees across all 
markets said that DEI performance is 
“extremely” or “very” important when 
deciding where to apply and whether to 
accept an offer. This percentage is even 
higher for employees in China (89%), 
Brazil (88%), and the United States (75%).3

Though most organizations view DEI as 
important, there’s a lot of work ahead. In 
Deloitte’s external 2020 Human Capital Trends 
survey, 79% of participants said fostering 
a sense of belonging in the workforce was 
important to their organization’s success, 
and 93% agreed it drives organizational 
performance. Unfortunately, only 13% of 
respondents said their organization is “very 
ready” to address the trend.4
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Even before social justice protests drew 
the world’s attention in the summer of 
2020, business leaders understood the 

case for diversity, equity, and inclusion (DEI). 
But those events spurred many organizations 
to elevate DEI as a business imperative. In fact, 
96% of CEOs now consider DEI to be a strategic 
priority.1 And striving for social justice is hardly 
the only reason: An earlier study showed that 
organizations with inclusive cultures are twice 
as likely to meet or exceed financial targets 
as those without, three times as likely to be 
high-performing, six times more likely to be 
innovative and agile, and eight times more likely 
to achieve better business outcomes.2

Workforce DEI programs and policies encourage 
and support representation and participation of 
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We expect enterprises looking to close this 
readiness gap to increasingly use technologies 
to support DEI outcomes across all aspects of 
the employee journey—from talent sourcing 
and selection through employee experience, 
compensation, retention, and development.

Technology’s role in supporting 
the DEI workforce strategy
Early DEI workforce initiatives focused on the 
individual—mentoring, sponsorship, training, 
and development. In recent years, a growing 
number of enterprises have adopted a more 
holistic view, with organizationwide workforce 
initiatives supported by leader-sponsored 
strategies that encompass policies, processes, 
and culture to address individual and 
organizational biases and inequities. 

While HR professionals often lead DEI 
workforce strategies, technology leaders can 

play a critical role as strategic partners by 
designing, developing, and executing tech-
enabled solutions to address increasingly 
complex challenges. They can help identify 
areas that lack diversity or equity by 
reengineering the way data is collected, 
managed, analyzed, and reported. Technology 
leaders can also provide the technical 
expertise and strategic vision required to 
integrate solutions that span  the workforce 
life cycle, eventually embedding them into the 
organization’s technology stack and processes 
to drive DEI across the workplace. 

Diversity, equity, and 
inclusion are important 
to current as well as 
potential employees 
worldwide. 

These tools could be seamlessly integrated 
into the work and collaboration software 
that workers and managers use every day, 
allowing workers to opt in to technology 
solutions that nudge behaviors toward 
equity in moments that matter. For example, 
a manager who is preparing to conduct 
annual performance reviews may receive a 
notification to enroll in a microtraining on 
unconscious bias.

AI capabilities can help leaders understand 
individuals’ behaviors and how they 
change over time, helping them reinforce 
and optimize behaviors that promote 
DEI. A growing number of vendors offer 
point solutions to support elements of an 
organization’s DEI strategy, and human 
capital management suites offer cloud-
based analytics and dashboards that can be 
customized to support DEI across the talent 
life cycle, providing a more holistic view of the 
organization’s progress and opportunities.
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DEI tech designed to address workforce challenges
DEI technology solutions may use AI/ML and advanced analytics to provide granular insight into such areas as talent acquisition, advancement, well-being, and retention. 
Others offer feedback and coaching capabilities for leaders and decision-makers. All seek to make decision-making less prone to human errors and biases while 
improving organizational performance and innovation. Here are just a few examples of how organizations are using technology tools to support DEI outcomes. 

AREA DESCRIPTION OPPORTUNITIES

Recruitment and 
advancement

Leadership 
and culture

Measurement 
and insights

Tools can help identify, recruit, 
develop, and advance a more 
diverse talent pool. 

Tools can help leaders build 
inclusive cultures, including 
engagement and retention of 
diverse talent.

Data and analytics tools can be 
used to establish organizational 
baselines, measure progress, and 
deliver actionable insights. 

• Identify and address biased language in job postings using natural language processing (NLP)
• Nudge recruiters at key points in the hiring process to increase awareness of potential bias using AI
• Access pools of qualified, diverse candidates through candidate search platforms
• Objectively identify “optimal” candidates for jobs or promotions using AI, machine learning, and automation5

• Support efforts to build inclusion and belonging within work groups using organizational network analysis and community-
building social platforms

• Encourage more objective performance reviews using NLP and ML
• Gain insight into behavior changes needed to develop inclusive leaders using behavioral assessment tools and learning platforms

• Monitor DEI KPIs, including compensation and advancement equity, using advanced analytics, data visualization, and 
interactive dashboards

• Match people to diverse workplace opportunities and coaches using data insights
• Predict which workers are likely to leave using predictive forecasting models to proactively intervene 
• Evaluate qualitative and quantitative outcomes of DEI efforts using advanced analytics
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Considerations for using 
technology to drive DEI outcomes
Some organizations consider a DEI effort to 
be a short-term initiative to “fix” a specific 
workforce challenge instead of a long-term 
strategy with a road map to improve overall 
performance and innovation. Here are a few 
lessons shared by organizations committed 
to achieving the long-term benefits of their 
workforce DEI strategies: 

• Partner across the organization. 
An empowered executive DEI leader, 
sponsored by the CEO, is important to 
developing and executing an effective DEI 
strategy. The DEI leader should partner 
with tech leaders to select and implement 
technology tools that will support the 
strategy by generating meaningful metrics, 
insights, and data. 

• Include plans and infrastructure to 
support corrective actions. Before 
collecting sensitive data, be sure you 
have a clear plan for what you will do with 
that data, including the types of possible 
actions you may take based on a range 
of potential findings. Having knowledge 
of inequities without following through 
on planned remediations may create 
legal liabilities for the organization. It 
is important to work closely with legal 
and human resource advisors when 
considering such data collection and/or 
analytics initiatives. 

• Take advantage of existing data. 
Many organizations have a vast amount 
of useful workforce data stored in siloed 
databases. This data can be used to 
identify opportunities and create a 
historical baseline that can be used to 
evaluate the outcomes of the DEI strategy. 
(The Machine data revolution chapter 

discusses how organizations are addressing 
data challenges.) It is important to consult 
with legal and privacy teams to understand 
whether, and how, previously collected data 
may be leveraged for various purposes. 
Also consider using publicly available data 
sources. For example, one US government 
agency created a tool using open-source 
and purchased data to identify locations for 
recruiting diverse candidates. 

• Tread carefully with gathering new 
data. Organizations should consult with 
their legal and privacy teams to understand 
what, if any, notices to/consents from 
employees may be appropriate, as well 
as how they can use and safeguard any 
personal data that is collected. Since some 
people may be uncomfortable sharing DEI-
related information, allow workers to opt 
in, with the assurance that participation is 
optional, and be transparent about how 
the information will be used. Consider 
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masking information so that it cannot 
be connected to an individual, while still 
providing aggregate information that’s 
useful for decision-making. Deloitte’s 
Tech Trends 2020 provides more insights 
into how to ethically use technology to 
maintain employee trust. 

• Solicit diverse feedback on DEI tools. 
With many new technologies entering 
the DEI technology market, some tools, 
especially those with AI/ML capabilities, 
may reinforce or introduce new biases. 
When considering new DEI technologies, 
encourage and act on feedback from 
diverse teams that can think critically 
about the tool to detect unexpected 
problems and understand others’ 
sensitivities.6 

The way forward
DEI technology tools can deliver meaningful 
insights, metrics, and data that can provide the 
objectivity and credibility needed to propel DEI 
strategies forward. But even the best tools rely 
on humans to follow through with meaningful 
action. Technology, used appropriately, can 
support human objectivity, consistency, and 
fairness, but it will work only when backed by 
ongoing leadership commitment to building a 
diverse workforce, equitable environment, and 
inclusive culture.
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Deloitte as a firm has championed DEI for 
years, but until recently, we had not deeply 
explored how technology and data-driven 
insights can help us deliver more diverse, 
equitable, and inclusive experiences across 
Deloitte’s talent life cycle. 

The unique societal moments of 2020 inspired us—as they did leaders 
at many other organizations—to openly discuss our commitment to 
workforce DEI as top priorities for the firm and to follow through by 
taking actions that accelerate our progress. 

The sponsorship and commitment of Deloitte’s board and executive 
committee—specifically US board chair Janet Foutty and US CEO 
Joe Ucuzoglu—provided the support we needed to make significant 
progress quickly. We challenged ourselves to balance the risks that 

Kavitha Prabhakar 
Chief DEI officer, 
Deloitte Consulting LLP

Stephani Long 
Chief talent officer, 
Deloitte Consulting LLP



generate insights to help create a more diverse, 
equitable, and inclusive workplace.

We’re also collecting and securing more self-
reported information about our people’s diversity, 
both visible and invisible. Individuals now have the 
option to self-identify their background and other 
attributes, as well as to opt in to communications 
from affinity groups and other networks that can 
help them engage and network across the firm. 

We plan to move from using data for hindsight 
insights to predictive analytics that support 
decision-making. For example, we would like 
to know the key pieces of historical data that 
indicate that a person is likely to leave the firm. By 
monitoring this data for our current workforce, we 
could aim to identify those who may be flight risks 
so that we have an option to take appropriate 
preemptive actions. 

New collaboration tools can also help to build 
inclusion in a virtual environment. Fortunately, 

Deloitte was on the verge of implementing 
videoconferencing when the pandemic began. 
The visual nature of video calls helps people 
see the diversity in their teams and encourages 
inclusion and equitable opportunities for 
participation. Of course, there’s room for 
improvement. For example, our IT function has 
taken on the challenge to improve our people’s 
online visual images. We’re working on an app that 
will automatically adjust web cameras and lighting 
to accurately capture a more diverse range of skin 
and hair tones and help everyone look their best. 

During recent months, Deloitte has made 
significant progress in collecting and 
safeguarding appropriate workforce data and 
analyzing it for meaningful, actionable insights 
across the talent life cycle. We’re also adopting 
and refining technology tools to support a more 
inclusive culture. There’s much work ahead, but 
we’re dedicated to helping build a more diverse, 
equitable, and inclusive society for the benefit 
of all.

could result from unconscious inequities 
that could be uncovered through talent data 
transparency with the risks of not being 
transparent, which could threaten our people’s 
engagement and productivity. 

Beyond executive sponsorship, an effective 
DEI strategy requires collaboration across the 
organization. Deloitte’s IT function is partnering 
with the businesses, the talent organization, 
and the DEI team to appropriately incorporate 
data and technology tools as one component of 
Deloitte’s holistic workforce strategy. 

One of our goals is to leverage technology to 
better understand our workforce and make 
more-informed decisions. To do this, we needed 
access to talent data beyond what’s required 
for regulatory reporting. Historically, we’ve had 
a wealth of data available in different systems, 
but it was not integrated in a way that was easy 
to access. So, Deloitte is implementing a people 
analytics program to consolidate talent data and 
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STRATEGY // A growing number of 
CEOs have set ambitious goals for DEI 
but have struggled to measure progress. 

Emerging DEI tools can help CEOs make the cultural 
shifts needed to reduce bias and create inclusive 
workplaces. For this to be successful, CEOs should 
fully understand DEI tech capabilities and require 
CIOs and diversity leaders to design purposeful 
constraints so that tools are used for good. In some 
cases, organizations with advanced DEI analytics have 
struggled to act on their new insights and created 
more complex problems. With this in mind, CEOs 
should work with stakeholders to develop tailored 
strategies and informed teams for each inclusion 
issue they’d like to address.

FINANCE // More than ever, leaders 
are answering to the public for the 
organization’s vision of social responsibility. 

Accordingly, many forward-thinking CFOs are taking 
a stronger role in defining what that vision is, since 
talent remains a top-five priority for them. With new 
workforce entrants aware of employers’ commitment 
to DEI, social responsibility may soon play a stronger 
role in retaining talent. CFOs may be less concerned 
than others with the granular details of inclusion 
technologies used to monitor recruiting bias, but they 
should keep a keen eye on tools that can help train 
and develop a diverse workforce with needed skill 
sets. Especially in the current virtual environment, 
CFOs can also capitalize on remote work models to 
identify and recruit diverse candidates who would 
normally be unavailable.

RISK // In the arena of social issues, 
many often see technology as being 
biased. However, the fundamental issue 

with workplace bias lies not with software tools but 
with the biased humans who build or use them. 
Tools such as those discussed in this chapter can 
provide the nudges or insights needed to reduce 
human bias. They can also manage the data that 
can help hold an organization accountable to its 
vision of diversity, equity, and inclusion. When 
chief risk officers (CROs) manage the inherent 
risks of transparency, data gathering and analysis 
from such tools may help organizations measure 
progress on DEI. Risk leaders can then look for ways 
to use predictive risk analytics to intervene before 
issues arise.
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KEY QUESTIONS LEARN MORE

Which tools and platforms are you 
evaluating to support your overall 
organizational DEI efforts?

Diversity, Equity, and Inclusion 
in Tech collection
Explore how organizations are pursuing 
and achieving DEI goals within their 
technology organizations. 

How can your DEI technology 
efforts focus on spanning the 
employee life cycle rather than 
standalone initiatives such as 
reducing recruitment bias?

Integrating tech and well-being
Read how tech leaders can adopt 
and integrate new tools into 
employee well-being strategies.

How are DEI and tech leaders 
collaborating to implement 
technology that will provide 
meaningful DEI outcomes?

HR technology’s role in 
activating a diversity and 
inclusion strategy
Learn how HR technology can 
provide the data and tools to 
improve workforce inclusion.

2

3

1
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READY?
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Brave New Normal: 
Creative Trends 2021

“This report demonstrates that 
creativity, technology and innovation 
are our last unfair advantage in  
driving a return to growth in 2021    
and beyond.

Today more than ever, brands are more than what 
they say, brands are what they do. This means that 
any misalignment between belief and behaviour - 
brand and experience - erodes brands and damages 
business.   

Idea Led Experiences are the powerful force 
that bridges that gap, integrating the skills of a 
storyteller and software-engineer in a spirit of radical 
collaboration. Building brands through authentic 
actions and delightful interactions. 

Brave New Normal presents a positive view of the 
years to come – reframing the potential for brands 
and encouraging them to embrace a new creative 
canvas: presenting the integration of creativity and 
technology as the greatest opportunity our industry 
has ever known.” 

— Jean Lin, Global CEO, dentsu Creative 

This report was created by a team of strategists, 
creatives and technologists from across dentsu’s 
global creative offering including experts from  
award-winning agencies dentsumcgarrybowen, Isobar, 
360i and dentsu agencies.

In it they draw on their experience as partners to some 
of the world’s biggest brands as they navigate through 
the pandemic and evolve their businesses.

The report also includes insights and case studies 
from dentsu inc’s world famous innovation teams. The 
intention is for you to use this document as a tool to 
reflect on 2020, and to provide inspiration to propel 
your business and brands forward into a brave, new 
normal in 2021 and beyond. 
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A story of                      
radical collaboration

It’s tempting to see 2020 as a story of polarisation.

Yet in many ways it has been a story of radical 
collaboration. Faced with unprecedented problems, 
businesses came together as never before. 

As we locked down, we were forced to open up to new 
possibilities. As our physical worlds became anxious 
and constrained, virtual experiences were charged 
with emotion. Able to touch less, we found ways to 
feel more. Perhaps more than anything, we learned 
that it’s difficult to predict what the future holds…. 

Are we destined for a future where avatars roam 
virtual landscapes, where we wear digital makeup 
and collect digital sneakers? Or will we yearn for the 
homespun and the handmade; embracing cottagecore 
trends and a circular economy?

The most likely - and interesting - answer is both. 
For every action, there will be an equal and opposite 
reaction. Where extraordinary things happen is when 
we resist binary thinking and bring those opposites 
together. Remote farms sell their produce over 
livestream and validate it over blockchain. Fresh 
creative voices are funded using cryptocurrency. The 
future of work is being imagined in the here-and-
now of gaming as we make real connections through 
virtual personas. 

Our Brave New Normal report explores five themes 
that will coexist, combine and recombine to shape the 
future of creativity and technology. 

As we look to the future, it is only by bringing together 
truly diverse teams and talents that we will position 
ourselves to thrive.

It is only when we resist polarisation and bring 
together craft and code, game designers and diversity 
champions, virtual reality and emotional impact that 
we will create a truly brave and brilliant future. 
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Accelerated by the pandemic and enabled by 5G,      
we will see a dramatic increase in virtual products 
and experiences. Unrestrained by the physical space, 
we will reimagine what a concert, conference, class 
or even product can be. How much would you pay for 
virtual fashion?

1. The Virtual Experience Economy

In parallel, we will see a powerful desire for   
simplicity and authenticity. Front line workers,  
farmers and activists are our new heroes. A new 
commercial model is emerging rooted in direct, 
disintermediated relationships between creators and 
the communities they serve.

2. The Real We

As contactless technologies make stores less    
human, online commerce will become more social 
and more personal, powered by next generation 
live streaming platforms. Get ready for a “QVC for 
Generation Z”,  to reimagine stores as studios and 
staff as entertainers.

3. Human Contact-less

Amidst the pandemic, personal health data became 
public property. In a future where Alexa can     
diagnose a cold, cars can identify distracted drivers 
and our bank accounts can track our carbon footprint, 
we expect an ongoing tension between privacy, 
personal wellbeing and public interest.

4. Me, Myself and AI

Alongside individual wellbeing, as social inequalities 
widened and the Black Lives Matter movement  
gained momentum, we saw new-found urgency  
around brands as a force for social good.  Going 
forward, we will see brands step up as allies in driving 
structural and systemic change.  

5. The Urgency of Allyship

Five themes for a      
Brave New Normal
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1. The Virtual Experience Economy
For years we have watched the experience economy 
go from strength to strength. But what happens  
when physical experiences are restrained and 
restricted in the age of Covid-19?

The evolution of virtual experiences 
accelerated rapidly, as ideas and 
technologies previously on the 
periphery entered the mainstream, 
from telemedicine to real time CGI to    
virtual fashion. 

We saw rapid advances in experience 
design inspired by the world of gaming 
- a shift away from a videoconference 
for every occasion towards immersive, 
tech enabled, and data enhanced 
experiences.

Confined indoors, we were encouraged 
to travel virtual worlds, or explore real 
landscapes from the comfort and 
safety of our homes. From a 
manufacturing perspective, businesses 
such as Ford and BMW used Virtual 
and Augmented Reality to transform 
production processes-from training 
to quality checks- as well as enabling 
virtual design collaboration during the 
Covid- 19 crisis. 

i. Better than Real

ii. Virtual Commerce

iii. Unreality Bites

1. The Virtual Experience EconomyBrave New Normal

Sub Trends:
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Kira — VeryStar, An Isobar Company

Verystar, An Isobar Company have partnered with a CGI Movie Studio to build 
a complete platform for immersive virtual streaming. The service offering and 
capabilities include Live Stream Shopping Shows, Live Stream Product Launch  
Events and Virtual Brand Mascots. 

The first self-developed and self-owned virtual idol/anchor/brand mascot  
developed by Isobar is called Kira and has been specifically created for brands 
looking to tap into a youth audience for the growing Chinese ACGN (animation, 
comic, game, and short novel) market. 

ScotlandVR — Whitespace, An Isobar Company

Together with Napier University and XDesign, we created a first of its kind Virtual 
Reality app that would allow smartphone users to explore Scotland’s most iconic 
attractions, without even having to leave their house. Working with popular gaming 
engine, Unity, we created a complete 360° environment called ‘The Glen’, in which 
people could move around and explore at their leisure. It was downloaded 13,500 
times in the first week. 

1. The Virtual Experience Economy
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Live concerts 
have become 
more elaborate…
but they don’t let 
you float through 
the air while a 
Godzilla-sized 
rapper walks 
across an ocean.”

i. Better than Real

Almost every major event of the last 
nine months became a virtual one, 
from conferences to concerts, classes 
to cocktails. The challenge was to 
move those events beyond endless 
videoconferences towards immersive 
data and tech enabled experiences that 
are “better than real”. 

“Live” concerts by Billie Eilish and   
Travis Scott have pushed the boundaries 
where real and virtual worlds collide 
while major sports franchises from 
the NBA to the Premier League have 
partnered with Intel and Microsoft 
to reimagine the fan experience with 
multiple player perspectives, “Together 
mode” and tap to cheer functions. 
“The Fabric of Reality” event brought 
together fashion designers and VR 
artists to reimagine the idea of the 
fashion show using 5G and Virtual 

Reality; users could fly around, explore 
and interact with collections within an 
immersive virtual landscape.  

We also see a trend towards users 
repurposing gaming environments such 
as Discord or Twitch for chat, meetings, 
and even classes.2 These environments 
seem to foster an intimacy and 
a  natural conversational cadence 
traditional video calls lack. Ironically 
enough, the future of remote working 
may just be incubated in the here and 
now of gaming. As the Discord Founder/
CEO Jason Citron says “It’s clear 
that as people spend more and more 
time online, they want online spaces 
where they can find real humanity                   
and belonging.”3  

“

— The Verge1

Brave New Normal 1. The Virtual Experience Economy

https://www.theverge.com/2020/4/23/21233637/travis-scott-fortnite-concert-astronomical-live-report
https://www.theverge.com/2020/4/23/21233637/travis-scott-fortnite-concert-astronomical-live-report
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Voltaren No Pain In-Games — Isobar

Isobar’s work for pain relief brand  Voltaren demonstrated how engagement in 
the virtual realm can impact engagement in the real world. In China, eSports 
participation has reached over 440 million and the pain caused by long term 
gaming is emerging as a new medical concern. Voltaren, already deeply involved 
in traditional sports pain relief, brought the product to an in-game experience for 
popular multiplayer game, Dota. 

It turned the Dota Magic Weapon into a pain relief tool, the “Battle Fury Pain 
Massager” creating a psychological bridge between the in-game and out-of game 
experience. Dota’s legendary players and eSports anchors showcased the “Pain 
Massager” on four major live streaming platforms, which brought 4.9 billion brand 
impressions to Voltaren. In addition, Voltaren and JD.COM jointly created #JD 
eSports Day#, successfully converting traffic to actual sales performance. 

1. The Virtual Experience Economy



10

The virtual world 
is creating its own 
economy. Virtual 
items have value 
because of their 
own scarcity, and 
because they 
can be sold and 
shared.”

ii. Virtual Commerce

Taking further cues from the world of 
gaming, the world of virtual products 
also accelerated dramatically within 
the last 9 months. 

As users spend more and more time 
in virtual environments, brands have 
responded with completely virtual 
products. 

Gucci has created a series of virtual 
products replicating its latest 
collections in the virtual space and 
equipping Tennis Clash players with 
virtual kit. The brand’s soon to be 
launched Sneaker Garage will for the 
first time create products that only exist 
in the virtual space. “Digital Fashion 
House” The Replicant sold “the world’s 
first digital only dress” on blockchain  
for $9,500.5    

L’Oreal launched its “Signature Faces” 
digital make up collection in October, a 
series of looks accessible via real time 
augmented reality on platforms such 
as Snapchat, Instagram and Google 
Duo. Meanwhile the worlds of high-
end fashion and gaming have formed 
an unlikely partnership through the 
rise of virtual products and collections. 
Aglet is a location-based game that 
enables users to collect virtual sneakers 
in exchange for points or even real 
currency, while the Drest platform 
encourages users to play stylist with 
virtual replicas of runway collections.  

Luxury retailer Net-A-Porter have 
partnered with Animal Crossing to 
create a virtual office, where users can 
sample a virtual capsule collection 
exclusively created by designer       
Isabel Marant. 

“

— Robert Triefus, CMO, Gucci4

Brave New Normal 1. The Virtual Experience Economy

https://www.thefabricant.com/iridescence
https://www.thefabricant.com/iridescence
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Beats Tempo — Firstborn, An Isobar Company

Beats came to Firstborn, An Isobar Company with a unique set of problems: How do 
you sell a product that’s still in development? How do you experience a product you 
can’t yet hold or even hear? Moreover, how do you do it at scale, make it personal, 
and reach an audience from sell-in to the sales floor. 

We developed Tempo, a suite of digital tools designed to educate and train a global 
audience on Beats’ most cutting-edge products allowing audiences to experience 
products before they had even been realised.  Taking rich, interactive storytelling 
to a new level and designed for learners of all types — meticulously rendered 3D 
models, motion graphics, and an immersive engaging narrative brought complex 
product features to life in an easy-to-understand format that simulated the 
experience of holding and using the products while they were still in development.  
Tempo redefined the way Beats and Apple engage, connect, and educate audiences 
- launched in 20+ languages, we trained over 600,000 employees world-wide. Pre-
order channel sales rose 2.13x — fundamentally changing how the brand brings new 
product initiatives to market. Read more.

1. The Virtual Experience Economy

https://www.firstborn.com/work/beats-tempo/
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iii. Unreality Bites
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Anticipated size of 
the digital forensic 
business by 2022

$9.6B

Agree social media 
is having a negative 
impact on political 
discourse

4/10

“If we do not have the capacity 
to distinguish what’s true from 
what’s false, then by definition the 
marketplace of ideas doesn’t work.”  

— President Barack Obama 

Another natural extension of the time 
spent in virtual environments and the 
vastly increased processing power 
enabled by 5G is the rise of ultra-
realistic CGI and immersive virtual 
environments delivered in real time. 

The growth in these technologies is 
fuelled by the current challenges 
surrounding live action shoots but is 
expected to continue post Covid 19, 
enabling more highly personalised web 
and video content at every stage of the 
customer journey.   

Platforms such as Synthesia create 
highly realistic personalised videos 
and custom avatars at the touch of 
a  button, and were responsible for 
the technology that made David 
Beckham appear to speak nine different 
languages6 for Malaria No More. 

The Rosebud platform offers “virtual 
talent and digital doubles”, while 
Nvidia’s Maxine platform enables video 
callers to replace their face with an AI 
avatar. 

1. The Virtual Experience Economy

Sources: dentsu, Digital Society 
Index Consumer Survey, 2020,                                      
marketsandmarkets.com

https://www.synthesia.io/personalized-video
https://techcrunch.com/2019/04/25/the-startup-behind-that-deep-fake-david-beckham-video-just-raised-3m/
https://techcrunch.com/2019/04/25/the-startup-behind-that-deep-fake-david-beckham-video-just-raised-3m/
https://techcrunch.com/2019/04/25/the-startup-behind-that-deep-fake-david-beckham-video-just-raised-3m/
https://www.rosebud.ai/
https://developer.nvidia.com/maxine
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The “darker side” of this trend is of course the potential for abuse of deep fake 
technology and the reputational and misinformation threats it poses.  

Attempts to tackle misinformation and abuse will power the rise of the digital 
forensics business, an industry which is predicted to reach 9.68 billion dollars by 
20227 with businesses such as Truepic and Serelay using AI to verify authentic images 
at scale. The absence of shared point of truth is undoubtedly a cause for concern, 
culturally and politically: four in ten people globally this year (41%) agree that social 
media is having a negative impact on political discourse.8

Hankohan — dentsu Creative X Inc.

Dentsu created a brand new communication tool that combines technologies such as 
facial recognition and AR with traditional Japanese hankos (seals). Users can create 
their own original Hanko by scanning a photo of their face with a smartphone and 
having it analyzed and digitized into a design by a unique algorithm. 

The design functions as an AR marker which shows the user’s face when stamped and 
scanned, making it an all-round communication tool. Read more.

1. The Virtual Experience Economy

https://truepic.com/technology/
https://www.serelay.com/
https://www.dentsu.co.jp/en/news/ideas/sxsw2019_3.html


14

What it means     
for brands:

Technologies such as VR, AR, gaming engines and 
avatars enable online experiences that are as 
distinctive and memorable as offline experiences-
increasingly important in a world where brands are 
built in the store and in the stream. 

Experience technology is the
new creative toolkit

AI assisted creativity is paving the way for a world of 
dynamic, personalised video where every consumer 
can be served content featuring a model, product or 
environment matching their personal preferences. 

Next generation personalisation

In a world where physical events and sponsorships 
return, smart brands will leverage the power of 
“better than real” experiences to bring the events 
to a much wider audience in a more engaging and 
memorable way.

Better than live events

Brave New Normal 1. The Virtual Experience Economy
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The                    
Real We

2.
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i. The Creator Economy

ii. Direct to Community

iii. The Rise of Real News

Brave New Normal

Sub Trends:

2. The Real We

2. The Real We
Running counter to the rise of virtual experiences 
and environments we see a powerful desire for 
authenticity, simplicity and community. 

In the rise of the creator community, 
we see a strong desire for unfiltered 
content and fresh voices. 

In the rise of the cottagecore 
movement, the growth of home   
cooking and gardening and the 
potential for remote working to 
accelerate a shift away from urban 
living we see a yearning for a simpler 
way of life. Where these trends come 
together is in a newfound desire for a 
direct, disintermediated relationship 
between creators and communities. 

We see this in the newfound ability for 
independent creators to monetise their 
content, in new supply chains bringing 
growers and manufacturers closer to 
the communities they serve and in a 
more open and inclusive approach to 
luxury and celebrity. 
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The rise of the creator economy 
has been powered by new tools and 
monetisation models. Platforms such as 
TikTok, SubStack, Medium, Anchor and 
Teachable have empowered millions 
of creators around the world with the 
ability to create and distribute content 
from podcasts to classes to music, video 
and journalism. 

New monetisation models have 
developed enabling niche creators 
and communities to thrive beyond the 
all consuming social platforms and 
beyond advertising dollars. Platforms 
such as Patreon which invites fans to 
fund the creators they love via monthly 
subscriptions, virtual tip jar platforms 
such as Ko-Fi and even Creator Coin, a 
platform enabling creators to mint their 
own cryptocurrency, are transforming 
the way content is created, funded     
and consumed. 

Independent creators are now 
the fastest growing kind of small       
business globally, with bank accounts 
and credit cards such as Karat9   
designed to recognise new kinds of 
influence and income.  

The rise of the creator runs hand in 
hand with the power of fan communities 
and a need for brands to work hand in 
glove with those communities. In 2020 
we saw businesses begin to co-create 
products in partnership with their 
fans, reducing waste and ensuring an 
engaged audience through initiatives 
such as Reebok First Pitch - a platform 
where trainers will only be produced 
when 500 pairs have been bought by 
the community - or Gucci’s partnership 
with esports league Fnatic10 to create a 
watch inspired by gamers.  

i. The Creator Economy

2. The Real WeBrave New Normal

Creator 
Economy

https://news.crunchbase.com/news/meet-karat-creating-the-credit-card-for-influencers-and-creators/
https://firstpitch.reebok.com/
https://www.inputmag.com/style/gucci-enters-esports-fashion-realm-with-a-1600-fnatic-dive-watch
https://www.inputmag.com/style/gucci-enters-esports-fashion-realm-with-a-1600-fnatic-dive-watch
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adidas Creativity in Process — Firstborn, An Isobar Company

2. The Real WeBrave New Normal

adidas Creativity in Process   
Firstborn, An Isobar Company

For the launch of adidas’ Transmission Pack, Firstborn, An Isobar Company took cues 
from a target audience obsessed with remixing the past and contributing their own 
creative spin to help drive the culture forward. How do you create a campaign for a 
group of people who are, by their own admission, in the process of figuring out who 
they are and what they actually care about? “Creativity in Process” celebrates that 
process and directly involved the community in shaping the campaign.  We partnered 
with some of New York’s most inspiring artists, challenging them to create a brand-
new piece of art inspired by the Transmission Pack. 

We kept things local, working with artists living and working within a few blocks of 
each other and exhibited their art in those same neighbourhoods. Then, we invited 
our fans into the process, getting them involved and opening up opportunities for 
collaboration—like an interactive, public process diary on Google Docs where they 
could comment and leave feedback on the artist’s work. We also made use of the 
polls feature on Instagram, giving our fans a direct line of communication to our 
artists. This allowed us to solicit real-time feedback from our target and get them 
involved in the final artistic output. 

The result of all this collaboration? Three brand new pieces of art and three videos 
documenting the process from start to finish.
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Of consumers say 
they feel closer to 
their community  
post pandemic

80%

Of consumers say 
they expect this 
to continue post 
lockdown

88%

2. The Real We

ii. Direct to Community

Supply chain challenges during 
lockdown prompted consumers to 
develop new, direct relationships with 
wholesalers, independent producers 
and local businesses. Communities 
rediscovered the beauty of having a 
direct relationship once again with the 
people they buy from, while community 
fridges sprang up in New York and San 
Francisco neighbourhoods, supported by 
the Cheetah wholesale food app.12 

Bookshop.org aimed to take on the 
might of Amazon by offering a one stop 
destination for those seeking to support 
their local bookstores, enabling any 
independent bookstore to curate its own 
storefront, publish recommendation 
and receive a share of sales. Apparel 
brand Quince uses a manufacturer to 
consumer model and an agile supply 
chain to eliminate waste and reduce 

cost, while Swedish retailer Très Bien 
introduced the limited edition ATELJÉ 
collection, produced entirely from 
home. On a larger scale we see major 
retailers localising their inventory to 
better serve local communities. Muji’s 
Kamogawa store for example sells fresh 
produce from local farms alongside its 
usual stock. 

Meanwhile Shopify recently launched 
the Handshake platform, designed to 
bring independent wholesale creators 
together with Shopify retailers with the 
promise of “Handpicked Wholesale”: 
“Behind every handpicked brand on 
Handshake is a story as unique as 
yours….Connect with creators.”13 

Source: Accenture: How Covid-19 will 
permanently change consumer behaviour

https://www.fastcompany.com/90542638/this-grocery-startup-is-placing-fully-stocked-fridges-of-free-food-around-the-bay-area
https://www.onequince.com/about-us
https://www.handshake.com/?utm_source=shopify&utm_medium=blog
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The Offline Playlist — 360i, a dentsu company

Spotify and 360i, a dentsu company created a community-led campaign for New 
Orleans Tourism to prove it is the most musically diverse city in the world and   
attract visitors. 

We created a playlist for New Orleans Tourism that used years of listener data to 
create the sound of the city then used these insights to create a live album  ‘The 
Offline Playlist’ at an iconic local venue. 

This was accompanied by a campaign of commercials, OOH, social / influencer 
content and a full-length documentary. Read more.

More Together — Taproot dentsu

A celebration of community and resilience, Taproot dentsu and Facebook launched 
“More Together” a Diwali film where an independent business owner’s selfless 
acts and determination rejuvenates a community through growing her business on 
Facebook. The ambition was to amplify the good that’s within us all for the greater 
good. Watch it here. 

https://www.dentsu.com/us/en/case-study-360i-new-orleans-tourism
https://www.youtube.com/watch?time_continue=30&v=GXaeeqfHNHQ&feature=emb_title
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iii. The Rise of Real News

“Our heroes today are different. There 
has been a shift in who we look up to 
and admire, and these people need 
to be celebrated. They were always 
heroes, doing their jobs to keep this 
country on its feet – but they are also 
normal people. There is such a beauty in 
normality, but it’s taken an international 
crisis for us to see it.” Edward Enninful, 
Editor, British Vogue.14 

Amidst a global health crisis, glossy 
magazines discovered the power of true 
heroes versus beautifully retouched 
celebrities. British Vogue celebrated 
frontline workers on its July covers.     
For its all important September issue 
it highlighted activists15 from Marcus 
Rashford to Adwoa Aboah, the cover 
photographed by Misan Harriman, 
spotted by editor Edward Enninful when 
he documented BLM Protest marches.   

Gucci featured their Atelier staff-versus 
models-in their AW 2020 campaign 
while both Celine and Marc Jacobs’s 
campaign featured TikTok influencers.  

Likewise, Burberry’s Christmas 2020 
campaign16 is set amidst a hailstorm 
on London’s Petticoat Lane, the gritty 
urban setting contrasting with a joyful 
song and dance routine. The brand has 
also partnered with Marcus Rashford 
to support youth charities around the 
world, featuring a letter to his ten-
year-old self encouraging young people   
from disadvantaged backgrounds to 
dream big. 

Social platforms from Pinterest17 to 
YouTube committed to raising the 
profile of influencers and affiliates   
from more diverse backgrounds while 
Studio PI, backed by News UK, aims 

to raise the profile of illustrators, 
photographers and creators from under-
represented demographics. 

The rise of TikTok highlighted the power 
of irreverent, authentic content versus 
the gloss and polish of Instagram while 
the recent integration of TikTok and 
Shopify highlights the commercial 
impact of a more unpolished approach.   
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TikTok is where 
authenticity 
meets creativity 
and people 
are genuinely 
comfortable 
sharing their 
true selves, from 
personal style  
to fashion.”

“

— Laura Jenkins, TikTok’s Creator    
     Communications Leader, as         
     quoted in The Guardian UK18
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https://www.vogue.co.uk/news/article/keyworkers-july-2020-issue-british-vogue
https://www.vogue.co.uk/news/article/keyworkers-july-2020-issue-british-vogue
https://www.vogue.co.uk/news/article/misan-harriman-vogue-cover
https://www.vogue.co.uk/news/article/misan-harriman-vogue-cover
https://www.harpersbazaar.com/uk/fashion/fashion-news/a34547315/burberry-marcus-rashford/
https://www.harpersbazaar.com/uk/fashion/fashion-news/a34547315/burberry-marcus-rashford/
https://newsroom.pinterest.com/en/amplifying-underrepresented-creators-and-businesses
https://studiopi.co.uk/
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What it means     
for brands:

In a world where we crave human connection, 
authenticity beats perfectly crafted artifice. During 
lockdown, even the most premium brands and 
magazines were forced to adapt to shooting at home, 
on camera phones or laptops, creating a new visual 
language for brands. 

Transparency beats perfection

Many brands have made their employees the 
heroes of their marketing activities during the 
pandemic. As dentsu’s annual CMO survey showed, 
taking care of employees has been one of brands’ 
key priorities during the pandemic; exceptional                           
customer experience starts with an exceptional 
employee experience. 

Employees are the new superstars

Even the biggest brands are finding value in partnering 
and co-creating with niche communities. Not only 
does it create a built-in audience for the final product, 
it builds credibility and depth among mainstream 
audiences. The democratisation of creativity means 
inviting the creators of tomorrow in. 

Partner with passion

2. The Real WeBrave New Normal
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3. Human Contact-less
As encounters in the physical space became 
distanced and remote, brands endeavoured to          
find new ways to make a human connection in the 
online space.  

On the one hand, 2020 saw a dramatic 
increase in contactless technologies 
and retail concepts designed to 
minimise contact both with staff 
and fellow customers. Technologies 
previously seen as more niche in parts 
of the world became critical enablers of 
safe and socially distanced commerce. 
To counter this, brands embraced 
new ways of restoring a sense of 
humanity and personal service to the 
customer experience, from remote     
consultations to social commerce to 
hyper local inventory. 

While not an entirely new trend - 
Starbucks mobile ordering app made 
it a global leader in mobile payments19 
long before the pandemic struck- the 
trend towards viewing the physical store 
as a point of fulfilment rather a point of 
discovery has undoubtedly accelerated.

3. Human Contact-lessBrave New Normal

i. Impersonal Service

ii. Remote Consulting

iii. Shoppable Stories

Sub Trends:

https://www.vox.com/2018/5/22/17377234/starbucks-mobile-payments-users-apple-pay-google
https://www.vox.com/2018/5/22/17377234/starbucks-mobile-payments-users-apple-pay-google
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The challenge going forward will be for brands aiming to minimise their physical 
retail footprint to do so with some charm and delight. 

The Nike by Melrose20 store, a new concept developed pre Covid may offer a model 
for the future, offering drive through pick up, locker collection and inventory closely 
informed by data on local Nike shoppers freeing up space to offer more engaging 
services such as personal training and fitting. 

In a similar vein, Finnish retailer Alepa created a chatbot allowing people to request 
stock changes in their local branches. The ‘hyper-local integrated digital initiative’ 
responds within 48 hours.

Reese’s Door Campaign — dentsumcgarrybowen

In a year with already extraordinary circumstances, how could Reese’s bend or break 
Halloween norms so our diehard fans could still indulge in Reese’s? For trick-or-
treaters who couldn’t go door-to-door this Halloween, Reese’s brought the door 
to them with a 9-foot-tall talking robot door that dispenses king-sized Reese’s, no 
contact required. The Reese’s Door campaign received 4 Billion media impressions 
and was Reese’s most successful Halloween launch!

https://www.alepa.fi/
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Stores will include 
self-checkout 
kiosks as well 
as contactless 
payment 
solutions, 
including Walmart 
Pay, to limit 
contact.”

i. Impersonal Service

The fear of contagion created an 
urgent need for businesses to adopt 
contactless technologies from robot 
room service to contactless check in to 
QR menus and ordering.   

Mastercard reported a 40% increase 
in contactless payments in the first 
quarter of 202022 while Juniper research 
revealed that contactless payments are 
on track to reach $600 trillion by 2024, 
an increase of 300% in five years23. 
UK mobile network EE partnered with 
Square to support small businesses 
through the pandemic.  

New store formats designed to minimise 
dwell time and human interaction were 
rolled out. Fast food restaurants from 
Starbucks to Burger King raced to 
develop the perfect contactless drive 
through experience while Walmart’s 

new concept store aimed to accelerate 
the customers’ journey through the 
store and minimise contact. Online 
grocers Ocado became the most 
highly valued retailer in the UK with a 
valuation of $20 billion due to their IP in 
robotic picking and packing.24 

Luxury fashion brand The Off-White 
also used their latest concept store to 
reimagine the future of luxury retail: 
“We played with the idea of translating 
the store into a fulfilment center,” said 
founder and creative director Virgil 
Abloh. “It’ll be what the environment 
needs it to be rather than betting on, 
hey, this square footage needs to be 
used for retail 24/7”.25

“

— Janey Whiteside, Walmart21

3. Human Contact-lessBrave New Normal
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Tivoli — Isobar

Isobar developed a Covid-safe digital strategy for Tivoli Gardens, the oldest and 
most popular visitor attraction in Denmark and a client of ten years.  

We had already put digital at the core of guest relations by launching the loyalty 
programme Lux, and a new membership subscription model that uses the Tivoli 
app. We also built interactive AR content during seasonal moments like Halloween 
and functions like digital ride photos and restaurant table bookings. This digital 
ecosystem powered the parks’ Covid-response services during the global pandemic, 
enabling the Gardens to rapidly introduce social distancing measures such as a ride 
booking system that sends users alerts when it is their turn to enter, negating the 
need to stand in line. Read more.

KFC — Isobar

As part of a multifaceted contactless and community-driven strategy, Isobar’s client 
KFC used delivery packaging as a medium to communicate the brand’s efforts to 
reduce the risk of Covid contagion in the worst hit parts of the country, marking it 
with ‘Contactless Delivery VI’ and the temperatures of the service team. The KFC 
team also developed an ‘Enterprise’ app for businesses and communities to unify 
orders and service communities with limited access to the outside world. while 
minimising potential exposure.

https://www.isobar.com/en-en/case-studies/denmark/2020/march/digital-transformation
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ii. Remote Consulting

In response to the challenges of 
prolonged in store contact, businesses 
developed online consulting and 
personalisation tools, using a 
combination of chatbot technologies, 
Augmented Reality and video 
consultations. 

Levi’s partnered with screen sharing   
app Squad to reimagine the back-to-
school group shopping experience in  
the online space. 

L’Oreal leveraged its Modiface 
acquisition to navigate the pandemic, 
using augmented reality to enable 
users to try hair colour and make up out 
remotely, while Pinterest expanded its 
AR Try On functionality across a host   
of brands. 

The appetite for such services is 
significant: four in ten people (43%) 
report being more likely to use facial 
recognition technology this year than 
they were in the year prior.26 Fitness 
brand Lululemon acquired virtual 
training start up Mirror for $500m27 
while the Exer platform uses AI to track 
and correct the user’s stance during 
remote workout sessions, also providing 
trainers with real time feedback on their 
students.  

Beauty, haircare and skincare 
brands such as eSalon and Shiseido 
introduced virtual consultations and 
personalisation at scale, bringing an 
experience previously only available 
in salons and department stores into  
users’ homes. 

28Brave New Normal

100M will have 
shopped using AR 
by the end of 2020

4 in 10 are more 
likely to use facial 
recognition in 2020

3. Human Contact-less

Sources: Gartner’s Unified Retail Retailer         
Survey, dentsu, Digital Society Index            
Consumer Survey, 2020

https://www.nytimes.com/2020/06/29/business/lululemon-buys-mirror.html
https://www.nytimes.com/2020/06/29/business/lululemon-buys-mirror.html
https://www.nytimes.com/2020/06/29/business/lululemon-buys-mirror.html
https://www.exer.ai/
https://www.esalon.co.uk/custom-hair-color
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Meanwhile Burberry partnered with Google to showcase products within search 
results using Augmented Reality, another example of the leaps forward made to 
deliver AR effortlessly in browser rather than via a dedicated app:  

“A user can place a TB bag next to an existing outfit to gain a better understanding  
of the product before purchasing and simulating the in-store experience.”28

Cadillac Live — Isobar

Isobar Canada’s ‘Cadillac Live’ redefined the shopping experience by converting a 
10,000 square foot Toronto film studio into a first-of-its-kind digital showroom. 
‘Cadillac Live’ is a one-part personal shopper, one-part interactive digital showroom 
experience that provides an immersive brand experience. 

It gives luxury buyers the ability to conveniently explore the new Cadillac from 
anywhere and on any device. Guided by a Live Agent, consumers can experience the 
styling and features one-on-one or with a group. It also equips every agent with an 
app interface that allows them to showcase any colour, wheel, and accessory option 
on-screen for the consumer during the session. Read more.

https://www.isobar.com/en-at/news/canada/2019/march/cadillac-partners-with-isobar-canada-to-redefine-shopping-experience
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“This year, with the pandemic and much 
of the world sheltering in place, we’ve 
seen an explosion in short, entertaining 
videos on Instagram. We’ve also seen 
an incredible amount of shopping 
move online, with more and more 
people buying online and young people 
looking to their favorite creators for 
recommendations on what to buy.” 
Adam Mosseri Head of Instagram29 

Again, perhaps in response to a 
less human and discursive in store 
experience, we see a significant uplift in 
social commerce. 

Every major social platform pursued 
a more aggressive approach to 
eCommerce in 2020, with the aim of 
creating a highly shoppable catalogue 
of images and videos. 

Instagram launched an update in 
November 2020 prioritising shopping 
and video, perhaps a direct response to 
TikTok’s surge in popularity. 

Meanwhile NTWRK, a “QVC for 
Millennials”30, offers “shopping at the 
speed of culture”31 with investment from 
Foot Locker, Warner Brothers and Live 
Nation among others. The app offers 
a combination of live shopping events 
often hosted by celebrities (including 
Billie Eilish presenting her own action 
figure), virtual festivals and exclusive 
product drops.  

iii. Shoppable Stories

Say an entertaining 
experience would 
make them more 
likely to buy

29%

24%

Raised by Takashi 
Murakami in only  
10 minutes on 
NTWRK

1.5M

Say a live product 
demonstration 
would make them 
more likely to buy

Sources: Global Web Index: Connecting                    
the Dots for 2021, OMR.com
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While the Covid 19 pandemic forced 
presenters to shift from the NTWRK 
studio to broadcasting from their own 
homes, this only increased engagement. 
As founder Aaron Levant says, speaking 
to OMR.com: “Even though we were 
forced to make this behavior change, 
the effect on the business has been 
dramaticaly better. Because the 
consumers are much more engaged with 
this content.”32 

In an entirely different industry, live 
streaming proved an unexpected gift 
to China’s rural farming community 
during the Covid 19 pandemic JD.com 
and Alibaba owned TaoBao quickly 
set up rural live streaming initiatives, 
helping farmers set up online stores. 
TaoBao now has over 50,000 rural 
livestreamers, building a direct 
relationship between farmers and 
growers and their audiences.33 

Amazon Explore takes shoppable 
experiences to the next level, 
offering users a host of virtual travel 
experiences including interactive tours, 
local guides, workshops and classes and 
the ability to purchase direct from local 
stores and boutiques. 

Meanwhile the South China Morning 
Post reported that AliBaba’s live 
streaming platform TaoBao posted 
$7.5billion worth of transactions 
in 30 minutes during the 2020 
Singles Day pre sales event, with 
influencers Li Jiaqi and Viya Huang 
alone generating almost $150million 
in deposits from consumers. (Source: 
South China Morning Post).34 AliBaba 
have also introduced virtual hosts and 
simultaneous translation across four 
languages on the platform.  

https://www.technologyreview.com/2020/05/06/1001186/china-rural-live-streaming-during-cornavirus-pandemic/
https://www.technologyreview.com/2020/05/06/1001186/china-rural-live-streaming-during-cornavirus-pandemic/
https://www.technologyreview.com/2020/05/06/1001186/china-rural-live-streaming-during-cornavirus-pandemic/
https://www.technologyreview.com/2020/05/06/1001186/china-rural-live-streaming-during-cornavirus-pandemic/
https://www.amazon.com/b?ie=UTF8&node=19424628011
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What it means     
for brands:

Newfound limitations on physical consultations and 
appointments have prompted brands to get creative 
about how they deliver personal service in a distanced 
world. The investments made will continue to pay 
back post Covid with a new found ability to deliver 
exceptional service at scale. 

Service at scale

Contactless retail has prompted many brands to 
see their stores in a more functional light; however, 
as video commerce proliferates, we may see them 
reconsider the role of the store as a studio, and their 
staff as presenters.

The store is the new studio

In a world where the physical store is fraught with 
anxiety, consumers will increasingly turn to virtual try 
ons, or “try ins”, trying out clothing or furniture in the 
comfort of their own homes. This technology brings 
points of inspiration and points of transaction ever 
closer; brands offering these services will undoubtedly 
benefit at the point of purchase. 

Try on by media

Brave New Normal 3. Human Contact-less
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4. Me, Myself and AI
In an increasingly volatile, unpredictable, and often 
solitary world we saw an increased focus on our 
bodies and ourselves as a source of personal 
data and control amidst chaos. 

4. Me, Myself and AIBrave New Normal

We saw increased leaps forward in 
biometric technology with the launch 
of Amazon Halo and evolution of Apple 
Watch alongside an increased focus on 
mood tracking and mental wellbeing. 

These leaps forward further accelerated 
our ability to create hyper realistic 
virtual selves while new data sets 
also opened up opportunities to make 
personal assessments of our impact on 
the world around us. 

Start-ups and internet pioneers alike 
are offering individuals greater control 
and clarity over their own data; an 
increasingly sensitive topic in a world 
where privacy meets public health 
challenges head on. Nearly two-thirds 
(65%) of consumers consider misusing 
personal data as among the main 
causes of distrust in the technology 
industry, with 42% of people already 
taking steps to reduce the amount of 
data they share online.35 

i. Body of Data

ii. Emotional Intelligence

iii. Personal Footprints

Sub Trends:
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In the future, you 
will answer that 
question: Apple’s 
most important 
contribution to 
mankind has been 
in health.”

i. Body of Data

The ‘quantified self’ mega trend leaps 
forward with ever more sophisticated 
sensors and data. Voice platforms 
such as Vocalis are able to diagnose 
everything from heart disease to blood 
pressure using vocal markers. 

Both Amazon and Apple are making 
aggressive steps in the healthcare 
space. Amazon launched Halo in August 
2020, an entry level wearable offering 
data on wellbeing, mood and 3D 
bodyscanning functionality.  

With an ever-expanding ecosystem 
that includes its billion-dollar PillPack 
acquisition, and the November launch of 
Amazon Pharmacy it is no wonder that 
Professor Scott Galloway, speaking to 
Business Insider predicts that “By 2025, 
Amazon will be the fastest growing 
healthcare company in the world.”37 

Meanwhile Apple Watch now offers real 
time tracking of blood oxygen levels as 
well as handwashing detection.

Going forward sensors may 
become even more lightweight and 
undetectable; academics at the 
University of Houston have developed 
‘drawn on skin electronics’ enabling 
doctors to draw sensors on patients’ 
skins, sending and receiving data via 
Bluetooth. As we surround ourselves 
with ever more ubiquitous cameras, 
sensors and microphones low level 
continuous monitoring and diagnostics 
may become a reality; camera phones 
can already detect high blood pressure 
using transdermal optical imaging 
while Amazon’s Alexa has filed patents 
recognising coughs and colds.

“

— Tim Cook, Apple36

Brave New Normal 4. Me, Myself and AI

https://vocalishealth.com/
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Predicted valuation 
of digital mental 
health market 
by 2026 (in $)

4.6B

3.9M

Downloads in April 
of Headspace1.5M

Downloads in April 
of Calm App

4. Me, Myself and AI

While tracking our physical wellbeing is 
undoubtedly important, understanding 
our emotional equilibrium is also 
important, particularly in times of crisis. 

Both Alexa and Halo can detect and 
track mood changes (although Amazon 
state the data is not combined), while 
Spotify use listening data to track the 
mood of the nation, licensing their    
data to third parties including the Bank 
of England.

Meanwhile meditation and relaxation 
apps have been steadily growing over 
the last five years but have accelerated 
even faster in recent months. The 
Headspace meditation app has 
integrated with Snapchat, Hinge and 
Zoom to offer bite-sized meditation 
for stressed teens, online dating 
enthusiasts and home workers alike. 

Headspace also offered free 
memberships to healthcare workers and 
the unemployed during the pandemic, 
while the Calm app (valued at over $1 
billion)38 was made available free to 
Kaiser Permanente members, as well 
as sponsoring CNN’s US election night 
coverage. MIT’s Affective Computing 
group aims to improve users’ lives by 
helping technology better interpret, 
respond to and manage human  
emotion. Among its initiatives are a 
programme designed to forecast and 
prevent depression using phone and 
wearable data.  

In a similar vein, the Affectiva platform 
uses image and natural language 
recognition to identify users’ emotional 
states; its in-cabin sensing system 
understands and adapts to the moods 
and needs of drivers and passengers to 
ensure comfort and safety.  

ii. Emotional Intelligence

Sources: CBInsights, Calm, Headspace
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We will also use our personal data to 
make more considered decisions about 
our purchases. A series of technological 
innovations aim to make it easier for 
consumers to shop their values-making 
the impact of individual purchases 
explicit at the point of purchase. 

GlobeNewswire reports that The 
Bank of Åland have developed the 
Åland Index, enabling users to track 
the individual carbon impact of their 
purchases. The technology has been 
adopted by numerous banks worldwide 
with the potential to reach some 40 
million customers.39

Simiarly, Asket’s Impact Receipts 
reveal the true impact of shoppers’ 
latest purchases in a statement of 
transparency and a call to action: 

“Know your Impact. Buy Less. Keep it 
Longer”. Likewise, Danish supermarket 
Coop DK enables individuals to check 
the carbon impact of items within their 
shopping basket40, benchmark versus 
other shoppers and commit to more 
ecologically friendly habits.

Blockchain technology makes it 
increasingly possible to track supply 
chains, societal and environmental 
impact via platforms such as 
Provenance. Walmart, Carrefour, Nestle 
and others have partnered with IBM 
to develop the Food Trust Provenance 
initiative, using blockchain to deliver a 
safer and more sustainable supply chain.  

iii. Personal Footprints

4. Me, Myself and AIBrave New Normal

https://www.contagious.com/news-and-views/campaign-of-the-week-coop-supermarket-carbon-footprint-tracker
https://www.contagious.com/news-and-views/campaign-of-the-week-coop-supermarket-carbon-footprint-tracker
https://www.contagious.com/news-and-views/campaign-of-the-week-coop-supermarket-carbon-footprint-tracker
https://www.ibm.com/blockchain/solutions/food-trust
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Tuna Scope — dentsu Inc.

Tuna quality is normally determined by experts with decades of experience that 
examine and ‘read’ the tail. In order to preserve these experts’ skills, an AI named 
TUNA SCOPE was developed by Dentsu’s creatives to assess Tuna quality at scale 
and with speed. 

TUNA SCOPE evolved into a business when Japan’s largest sushi chain Kura Sushi 
officially employed the AI and served the branded ‘AI Tuna’ at their restaurants, 
which boosted their sales. It not only helped the client’s business, but it also created 
a four-tiered business model for the agency. Under Covid-19, it also served as the 
new normal for the fishery industry, when tuna buyers could not travel abroad under 
Covid-19, and the AI could determine the tuna purchases for them.  

TUNA SCOPE now has support from the Japanese government, and is challenging 
the overfishing of tuna, a worldwide resource problem, by spreading the word of 
TUNA SCOPE and shifting the global tuna business from quantity-based to 
quality-based. 

4. Me, Myself and AI



39

What it means     
for brands:

In an increasingly health conscious and anxious 
world, every brand will need to think about how 
it contributes to its customers’ physical and       
emotional wellbeing. 

Every brand will be a wellness brand

In a post cookie world, every brand will need 
to wrestle within the responsibilities-and      
opportunities - of first party data. Initiatives such 
as Apple’s “data nutrition labels” will bring safe and 
responsible data usage into the open and privacy will 
command a premium. 

Every brand will be a data owner The rise of “low data” brands

With privacy under increased scrutiny expect to see 
“low data” brands emerge as a segment alongside   
low fat or low carbon propositions; those brands 
capturing more significant data will be expect 
to demonstrate clear “value for data” via highly 
personalised products or services. 

4. Me, Myself and AIBrave New Normal
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5. The Urgency of Allyship
As brand behaviours come under scrutiny as never 
before we see a continued emphasis on the role of 
brands as a force for social good.

In the 2020 Dentsu CMO survey, 
One fifth of brands say they have re-
evaluated their purpose this year in 
response to the pandemic.41 

In an age of radical transparency there 
will be no quarter given to brands 
who say one thing and do another, a 
movement exacerbated both by the 
impact of Covid 19 on communities 
worldwide and the power and urgency 
of the Black Lives Matter movement. 

A new spirit of urgency on climate 
change saw brands move beyond 
gestures towards bold and ambitious 
statements of intent. Microsoft have 
committed to be “carbon negative” by 
2030-removing more carbon from the 
atmosphere than they generate42 while 
Starbucks CEO Kevin Johnson stated 
the company’s ambition to become 
“resource positive.”43

5. The Urgency of AllyshipBrave New Normal

i. From Advocacy to Action

ii. Designing for Inclusion

iii. The Rise of Re-commerce

Sub Trends:
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i. From Advocacy to Action

As the Black Lives Matter movement 
gained in momentum and urgency, 
brands and businesses were forced to 
wrestle with what it means to be an 
anti-racist ally in 2020 and beyond. 

More than ever, it became clear that 
it was not enough simply to signal 
support in social media, brands needed 
to make real and rapid progress, and to 
ask difficult questions internally before 
finding their voices externally.  

As Amiyra Perkins of WGSN puts it: 

“This is not a brand purpose exercise,    
or another fleeting moment of jumping 
on the latest bandwagon. 

It’s about a lot of sometimes 
uncomfortable internal work.”44 

Corporates, publishers and even the 
Academy Awards made significant 
commitments to diversity and inclusion, 
many bringing on-board high-profile 
Equality and Inclusion leads for the first 
time in their history. 

Without action, words ring hollow, with 
a number of brands falling foul of mere 
hashtag activism. Many realised, over 
time, the importance of listening to the 
Black community, making vital internal 
changes and sharing their privileged 
position and profile with Black creators, 
businesses and activists. 

The Glossier Beauty Brand donated 
$1m to combating racial injustice and 
investing in Black owned beauty brands. 
Budweiser’s NFL campaign turned the 
spotlight on Black owned restaurants 
and their stories through 
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the ‘Bud Light Thursday Night Shoutout’. 
Google adjusted its search listings to 
make it easier for allies to find and 
support Black owned businesses while 
Nike opened its eighth Community 
Store in LA’s racially diverse Watts 
neighbourhood, investing in local staff 
and causes. 

Beats by Dre issued a powerful call to 
action with its latest film: “You love 
Black culture, but do you love me?”  
accompanied by a playlist of artists 
’speaking truth to power’ while Tinder 
partnered with Director X to celebrate 
Black love stories. 

 In the world of gaming, EA Sports put 
quarterback Colin Kapernick back on 
the virtual field, enabling players to   
add him to any NFL line up. 

As the company said: “Colin Kapernick 
is one of the top free agents in football 
and a starting-caliber quarterback. The 
team at EA Sports, along with millions 
of Madden NFL fans, want to see him 
back in our game.”45  
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ii. Designing for Inclusion

Nowhere is the absence of diversity 
in brand and agency teams more 
apparent than in products and services 
designed with clear blind spots when 
it comes to inclusion. In 2019 Caroline 
Criado-Perez’s “Invisible Women” book 
highlighted the very real dangers of a 
world designed for and around male 
bodies yet we still see significant bias 
in services and systems, from AI Bias to 
Image Recognition failures. 

Designing for Diversity will become an 
imperative for brands going forward 
and in 2020 we saw a number of brands 
using design and technology as a force 
for inclusion. 

Gillette partnered with digital 
designer Nicole Cuddihy to create new 
“Skinclusive” avatar designs for players 

to choose in the Animal Crossing 
platform. While players were previously 
forced to choose from a narrow range  
of skin tones, they can now choose from 
19 different skin types and 8 different 
skin tones. 

Also, in the gaming space, Samsung 
Brazil partnered with Fortnite to tackle 
cyberbullying by enabling players to gift 
virtual “skins”-high status but high-cost 
virtual graphics-to other players. 

Pinterest also made a significant 
commitment to more diverse 
representation and to ensuring its 
virtual try on services worked flawlessly 
across a more diverse range of skin 
tones while Crayola introduced a range 
of crayons designed to capture a much 
more inclusive range of skin tones for 

children. Pinterest also made a 
significant commitment to more diverse 
representation and to ensuring its 
virtual try on services worked flawlessly 
across a more diverse range of skin 
tones while Crayola introduced a range 
of crayons designed to capture a much 
more inclusive range of skin tones for 
children.  

Meanwhile CitiBank’s True Name 
programme offers transexual and non-
binary customers the option to use   
their chosen name on credit cards and 
bank accounts.        
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Once a product has 
been fully 
conceptualised and  
built, much less shipped, 
it’s far too late to ask 
questions like ‘should 
this exist?’ or ‘could this 
be used in a harmful 
way?’ You accrue ethical 
debt that is extremely 
difficult, if not impossible 
to pay back.”

“

— Kathy Baxter, Salesforce46
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https://carolinecriadoperez.com/books/
http://www.crayola.co.uk/worldcolors?utm_source=crayola.com&utm_medium=referral&utm_content=/GeoPopup
https://www.businessinsider.com/personal-finance/citi-new-true-name-cardholders-use-chosen-name-2020-10?r=US&IR=T#:~:text=True%20Name%20lets%20customers%20use,them%20by%20their%20correct%20name.
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Oreo Proud Parent — 360i, a dentsu company

Oreo Proud Parent — 360i, a dentsu company

Proud Parent is OREO’s first big purpose-led initiative, due to launch during Pride. 

But when the Pride march was cancelled due to Covid, Oreo and its partner              
PFLAG* needed new creative ideas to get their message out, supported by 360i, a 
dentsu company. 

They launched their anchor creative via a film on National Coming Out Day during 
LGBTQ+ History Month this October. Telling the story of love, family ties and 
authenticity it celebrated proud families, fostering inclusivity and championing the 
idea that a loving world starts with a loving home. The film dominated the online 
conversation with over 800,000 views. 

*PFLAG is the first and largest organization for lesbian, gay, bisexual, transgender, 
and queer (LGBTQ+) people, their parents and families, and allies 
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iii. Rise of Re-Commerce

The United Nations Framework 
Convention on Climate Change has 
identified the fashion industry as one 
of the worst contributors to climate 
change, responsible for 10% of global 
greenhouse emissions.47 

Major clothing and furniture retailers 
have recognised the opportunity in 
the re-commerce space, embracing a 
“second life” for their products. 

Levi’s SecondHand platform encourages 
users to shop pre-loved denim, with 
the idea that it’s “Even better the next 
time around”48. H&M’s “Loop” platform 
transforms old knitwear into new using 
in-store machines in a matter of hours-
the world’s first in store recycling 
system. Sneaker resale platforms such 
as GOAT and StockX,                              

“The Stock Market for Things” are 
booming, with GOAT securing $100m in 
investment from Foot Locker in 2019. 

In parallel, IKEA are set to launch a 
secondhand furniture store while British 
department store John Lewis announced 
plans to launch a buy back scheme 
across all products by 2025, as reported 
by Campaign.49 

Recommerce platforms such as 
Trove handle product inspection, 
inventory management and pricing 
using a combination of machine 
learning and manual intervention, 
making it easier for brands to develop 
resale platforms while avoiding the 
logistical complexities. This is critical 
infrastructure if the industry is to deliver 
sustainable change.    
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Predicted size of 
the luxury resale 
market by 2022    
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https://www.secondhand.levi.com/
https://www2.hm.com/en_asia1/hm-sustainability/lets-change.html/archive/lets-remake
https://www.goat.com/
https://stockx.com/news/it-it/worlds-first-online-consumer-stock-market-of-things-stockx-launches-today/#:~:text=About%20StockX,with%20stock%20market%20%E2%80%93%20like%20visibility.
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In a similar vein, 2020 also saw the acceleration of the manufacturing on demand 
trends. Technologies such as 3D printing, automation, and 3D rendering enable just in 
time manufacturing in response to consumer needs. 

This enables a significant reduction in waste, avoiding the challenge of 
manufacturers betting big on particular lines that fail to sell and ultimately are sent 
to landfill. 

Kroger Chefbot — 360i, a dentsu company

The concept of ‘Re-commerce’ can also be extended to other consumer goods. 360i, 
a dentsu company created the Chefbot for Kroger, the USA’s largest grocery   
retailer, a first-of-its-kind AI-powered Twitter recipe tool that uses visual recognition 
to identify the groceries already found in your fridge and pair them with a recipe to 
create fresh, home-cooked meals. 

It’s designed to liven up home chefs’ repertoires at a time when we’re spending more 
time cooking at home and help to reduce food waste when food insecurity is top of 
mind for many.

Kroger Chefbot — 360i, a dentsu company
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What it means     
for brands:

Before making bold external statements, brands must 
have their own houses firmly in order. High profile 
campaigns or sponsorships will not mask, and will 
often draw attention to, flawed internal processes 
and policies. That said, the desire for perfection 
should not stand in the way of communicating 
progress; transparency, targets and tracking are key. 

First, do no harm

Only with truly inclusive and diverse teams can  
brands and agencies tackle unconscious bias and 
design services that work for every user. As we 
progress towards that goal, a useful principle 
for teams is to think hard about the unintended 
consquences of design decisions. Digital thinktank 
doteveryone developed and opensourced a 
consequence framework designed to prompt teams  
to pause and indentify the wider societal impact of 
their design decisions.

Design for difference

In today’s climate, brands must go beyond mission and 
purpose statements and put powerful behavioural 
platforms at the heart of their organisation. We live by 
two mantras when developing brand and experience 
strategy: When you know what you believe, you know 
how to behave. And how you behave tells people who 
you are. Today and tomorrow, brands must align belief 
and behaviour as never before. 

Beyond belief

5. The Urgency of AllyshipBrave New Normal
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Brave New Normal:             
In Summary

2020 has undoubtedly been a year like no other. If 
nothing else, it has taught us to treat all predictions 
with a note of caution. Yet it has also been a year that 
reminds us how much is possible when the status quo 
becomes impossible, and how much all progress relies 
on collaboration and generosity.  

A year of such radical change will inevitably prompt 
some very different reactions-for every action, as 
we know, there is an equal and opposite reaction.  
Some of us will crave a return to “normal” as quickly 
as possible, others will maintain there is no back 
to normal, only forward to the new. Some will find 
their emotional truth in a virtual world, others in a 
vegetable garden.

Many will pursue both - the very new and the very 
old, the AI generated and the artisan crafted, the 
personalised and the pre-loved. 

Our best defence against the unpredictability and 
volatility of the 20s will be diversity. Diversity of 
skillset, diversity of perspective, diversity of approach. 
Bringing together brand and experience, belief and 
behaviour, creativity and technology, code and craft. 
Because none of us can see as far as all of us.  

Our work:                                                                                
Coca-Cola For The Human Race 

Coca-Cola has a long history of celebrating hope, 
positivity and togetherness. At a time when the 
human spirit is being tested like never before, Coca-
Cola and Merdeka LHS created “For The Human Race” 
to inspire people to regain their faith in humanity, by 
showcasing the “Reasons to Believe” in the middle of 
the coronavirus crisis.   
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Brave New Normal:             
Appendix

Part of dentsu, dentsu international is made up of 
nine leadership brands - Carat, dentsu X, iProspect, 
Isobar, dentsumcgarrybowen, Merkle, MKTG, Vizeum, 
Posterscope and supported by its specialist brands. 
Dentsu International helps clients to win, keep and 
grow their best customers and achieve meaningful 
progress for their businesses. With best-in-class 
services and solutions in media, CRM, and creative, 
dentsu international operates in over 145 markets 
worldwide with more than 48,000 dedicated 
specialists. 

Dentsu’s creative offering includes global creative 
agencies dentsumcgarrybowen, Isobar and 360i, in 
addition to other global award-winning local agencies 
including dentsu webchutney, Taproot dentsu, BWM 
dentsu, dentsu Redder and many more. 

dentsu Labs

The dentsu Labs describes a group of over 30 
initiatives that accelerate Innovation within dentsu 
in Japan. The teams look at consumer insights and 
social trends that anticipate the future for our 
clients and their businesses and expand dentsu. We 
cultivate curiousity within our individual employees, 
and we have separated the labs by specialism to 
provide strategic focus to their work. Labs include 
‘Senior Project’, to realise a prosperous aging society, 
the ‘Sustainability Purpose Project,’ based on 
sustainability for companies and consumers, ‘Social 
Business Design,’ consulting for social business in 
developing and emerging countries, ‘Food & Life Lab’ 
specialising in the future of Japanese eating habits, 
and ‘AI MIRAI,’ developing AI / Machine Learning 
solutions that connect social issues and technology 
and many more.
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Brave New Normal:             
Appendix

dentsumcgarrybowen is a global creative agency 
delivering idea-led brand transformation at 
scale. This new entity brings together Dentsu and 
mcgarrybowen to form a world-class creative 
powerhouse that now spans 33 locations in 24 
markets.  dentsumcgarrybowen delivers creative 
expertise and innovative global solutions for clients, 
applying big platform thinking to bring ideas to life 
and deliver world-class creative solutions to meet 
consumer touchpoints and work across geographies, 
cultures, and channels. It gives us great pride to work 
with the world’s most iconic companies, including 
Ajinomoto, American Express, Asahi Breweries, Canon, 
Disney, Hershey, Kao, Marriott, Shiseido, Subway, The 
Coca-Cola Company, Toyota, and United Airlines.

Isobar is a global agency that delivers experience-
led transformation for businesses and brands. 
Isobar solves complex business challenges through 
its Marketing, Experience Commerce, Products & 
Services, and Transformation Consulting offerings, 
enabling superior customer experience and driving 
growth. In 2019, Isobar won over 250 awards including 
7 Cannes Lions with one Gold Lion in the Creative 
eCommerce category and was named a strong 
performer in The Forrester Wave Global Digital 
Experience Agencies Q4 2019. Isobar’s top clients 
include Coca-Cola, adidas, Enterprise, P&G & Philips. 
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Introduction
This report presents market forecasts of essential tech trends in Western 
Europe.  The selection of tech trends is based on IDC’s paradigm of major 
computing platforms. This report features 3rd platform technologies as compri-
sed of the four main ‘pillars’: cloud, mobile, big data and social. In addition to 
the four pillars, the 3rd platform is associated with a collection of new techno-
logies which represent new opportunities for market growth and which IDC 
refers to as the ‘innovation accelerators’. These include: 3D printing, augmen-
ted and virtual reality, cognitive and artificial intelligence, internet of things, 
robotics and security. Definitions of each of the 11 tech trends are included in 
this document.

The particular added value of this publication is its compilation of comparab-
le market data for five major European economies, thus giving the reader a 
clear idea of the size and growth of market opportunities across tech trends 
and countries.

The global economy’s broader transition to digital is premised on the use of 
newer technologies to drive innovation, productivity gains, and economic 
growth, which will reshape ICT investment priorities, spending patterns and 
strategies, not to mention the ICT industry. The pandemic will only accelerate 
these trends, as organizations look to leverage technology to manage through 
the crisis and better position themselves for the eventual recovery. At the core 
of these developments are what are collectively called 3rd platform technolo-
gies, comprising cloud, mobile, social, and Big Data technologies, as well as 
the Internet of Things (IoT), artificial intelligence (AI), AR/VR, blockchain, 3D 
printing, robotics, and next-generation security technologies. While these 
technologies represent important innovations for businesses on their own, 
when combined, they have a much more profound impact on how organiza-
tions grow, evolve and innovate. They will comprise an increasingly larger 
share of annual ICT spending through 2022 as more and more organisations 
implement ICT-based digital solutions to optimise IT and business processes, 
to support resiliency, and to develop the necessary capabilities of the future 
enterprise for an eventual resumption of growth in the global economy.

»The pandemic will only accelerate these 
trends, as organizations look to leverage 
technology to manage through the crisis and 
better position themselves for the eventual 
recovery.«
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Appendix
Methodology and definitions
The methodology used to collect the data and further definitions are published on our website
↗https://www.bitkom-research.de/Definitions-and-Methodology-2020-21

Terms and conditions
All terms and conditions published on the Bitkom Research website apply:  
↗www.bitkom-research.de/en/termsandconditions.

Customer Feedback
We are always interested in customer feedback: Send us an email at ↗info@bitkom-research.de.

https://www.bitkom-research.de/Definitions-and-Methodology-2020-21
https://www.bitkom-research.de/en/termsandconditions
mailto:info%40bitkom-research.de?subject=EITO%20Report%202019/20
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Retail as we know it has changed forever, reshaping what and how we 
consume new product and services 

Brands and retailers are struggling to get into the brain of new
consumers

With so many changes around, our fascination with future trends has 
reached new heights

WHY WE ARE HERE TODAY 

Change is happening everywhere FAST

An OVERLOAD of information is coming at us 

We need to make PIVOTAL decisions that our 
businesses will depend on

WE NEED CLARITY MORE THAN EVER BEFORE  



CLARITY LIVES IN UNDERSTANDING 
CULTURAL TRENDS 

New product ideas are born out of understanding how we live 

 

To innovate, you must get close to your consumer 

Cultural trend knowledge is the meeting point between marketing 
and design 
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HUMAN LEVEL  
1M A C R O   T R E N D  

2021 MACRO TRENDS



● Society is exploring what it means to be human in the digital age.

● We are finding ways to nurture our creativity, connect with our 
spiritual core, think through our senses, and feel with our heart.

● Finding our human level is not about refusing all that technology 
has to offer; rather, it's about living our best life alongside it.

● As we aim to amplify our humanity, it’s become apparent that 
craftspeople and skilled trade people have become a commodity. 
There are more trade jobs than people to fill them and it’s a 
growing problem.

HUMAN LEVEL

MICRO TRENDS

Artisan & Craft Culture Digital Wellbeing Slow Living Soul Search Trade Mastery

2021 MACRO TRENDS

MACRO COLOR

Mushroom



CULTURE-TO-PRODUCT - CLARION 

2021 MACRO COLOR

FALL | WINTER 20/21



L I V I N G
2M A C R O   T R E N D  

L A B O R A T O R Y

2021 MACRO TRENDS



LIVING LABORATORY

MICRO TRENDS

Renewable Energy Sharing Economy Space Horizons Sustainable 
Infrastructure

Transportality

● We are working towards a future that is as smart as it is sustainable. 

● Cities are home to more than half of the world’s population, and 
they are expected to add another 2.5 billion new residents by 2050 
facing increasing environmental pressures and infrastructure needs.

● “Smartness” is not just installing digital interfaces in traditional 
infrastructure or streamlining city operations; it is about using 
technology purposefully to make better decisions and deliver a 
better quality of life. 

● As we invest in the future on earth we must also consider our future 
beyond our planet.

2021 MACRO TRENDS

MACRO COLOR

Déjà vu
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B E T T E R M E N T 
3M A C R O   T R E N D  

2021 MACRO TRENDS



BETTERMENT

MICRO TRENDS

Active Lifestyle

● People are looking to optimum levels of wellbeing. There’s a 
proactive attitude to enhance the quality of life in our mental, 
physical, and emotional state.

● Our interaction with the wellness economy is becoming less 
episodic and more intentional, more integrative, and more holistic.

● Consumers demand that wellness is now implemented in every 
segment of their lives, starting with their homes and neighborhoods.

● Health trackers and wearables help us to be more in touch with our 
bodies and avoid frequent doctor visits.

● The change in dietary decisions has caused an influx of faux meat 
brands and 51% of restaurants are offering vegan items.

MACRO COLOR

Flush

2021 MACRO TRENDS

Alternative 
Practices

Baby Boomer 
Wellness

Conscious Eating Health Tracking Mental Health Self Care
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T H R E S H O L D 
4M A C R O   T R E N D  

2021 MACRO TRENDS



THRESHOLD

MICRO TRENDS

AI Assistants Creativity & AI Health Care & AI IoT New Workforce

● We are on the threshold of singularity. Technological singularity 
is the idea that artificial intelligence progress will reach a tipping 
point where machines become exponentially smarter than 
humans, and many futurists believe we are halfway there.

● In just one year, we went from having five million IoT connected 
devices to a billion, and by 2020 it is estimated that there will be 
31 billion connected devices to the internet.

● Creative work is shifting faster than ever before; it’s an exciting 
time, but the realities of the impact automation are still very 
much present. AI is a partner to the creative world, relieving 
designers and artists of time-consuming “busy work” so they can 
jump right to the ideation phase.

MACRO COLOR

Circuit

2021 MACRO TRENDS
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B E L O N G I N G 
5M A C R O   T R E N D  

2021 MACRO TRENDS



BELONGING

MICRO TRENDS

Identity Nomads Modern Relationships Multicultural Landscape Radical Unity Surban Living

● What is belonging today? Our preconceived notions like shared values 
with like-minded people, privacy, security, acceptance, and a sense of 
physical belonging are now being challenged.

● Consumers spend less time at home, travel more, own less stuff, blend 
work/home lives, and find deeper connections with individuals outside 
their four walls.

● Gen Z sees the self as a place to experiment, test, and change as they 
are constantly evaluating new information and influences.

● Technology has given young people an unprecedented degree of 
connectivity among themselves and with the rest of the population, with 
their viewpoints radiating outward influencing  people of all ages and 
incomes.

MACRO COLOR

Gentle

2021 MACRO TRENDS
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ASIA PACIFIC EDITION



Accelerating 
out of the 
crisis

Faced with the pandemic, firms in Asia Pacific did things that once 
seemed impossible — sometimes overnight. Under the relentless 
pressure of new customer realities, the future came into focus: The 
value of your company depends on how customer-obsessed, resilient, 
creative, and adaptive you are in jumping to the next growth curve in 
your industry. 

COVID-19 affected Asia Pacific first, and we expect the region will also 
emerge from the crisis first in 2021, before the US and Europe. Much 
of your success will depend on how quickly and how well you harness 
technology to both enable your workforce in the new normal and build 
platforms that differentiate your firm. Indeed, technology acceleration 
is the common thread in our predictions for the coming year. Yes, that 
means investing in new technology. But with the pandemic still a reality 
and budgets rightfully under scrutiny for 2021, it also means taking 
advantage of and realising the value of the technology that you already 
have — and finally retiring the technical debt holding you back. 

2021 will be the year that every company doubles down on technology-
fuelled experiences, operations, products, and ecosystems. Asia Pacific 
is finally entering a decade of a digitally levelled playing field in which 
firms in the region will be on par with or even exceed the rest of the 
world in terms of technology-driven business model innovation.

Read on to see what exactly 2021 has in store for Asia Pacific business 
and technology leaders.

© 2020 Forrester Research, Inc. 2



Values-driven 

firms will 

rebound  

sooner and  

grow faster than 

profit-driven 

firms.

Consumers 
support 
brands that 
align with 
their personal 
values

Consumers’ experiences with 
COVID-19 have redefined how they 

behave, consume, and engage with 
brands amid economic and social issues 
stemming from the pandemic. 

While many consumers in Asia 
Pacific are already making purchase 
decisions based on values — such 
as environmental protection and a 
commitment to consumers’ data privacy 
— more will vote with their wallets and 
engage with brands that commit to 
ethical practices that support the local 
community and businesses in 2021. 

Studies have found a positive  
correlation between ethical marketing 
practices and a brand’s relationship 
with its consumers in terms of perceived 
product quality and brand loyalty. 
Brands that tackle complex economic, 
environmental, and social challenges 
with integrity, competence, and 
transparency will earn the trust and 
loyalty of these values-based consumers. 
As a result, we expect the number  
of Certified B Corporations in Asia 
Pacific to increase by more than 25% 
to reach 500 in 2021, up from 394 in 
September 2020. 

To win and retain the hearts and wallets 
of these values-based consumers, firms 
must adopt corporate strategies and 
frameworks that better balance purpose 
and profit.

© 2020 Forrester Research, Inc. 3



The circumstances of 2020 brought 
to a head the quagmire that has 

been brewing for marketing leaders 
over the last five years: Chief marketing 
officers need to drive customer 
obsession at their firms, rather than 
just guiding ad buying and promotions. 
That means putting the customer at the 
centre of everything you do: leadership, 
strategy, and operations. 

Reinvention of themselves, their teams, 
and the marketing function will be the 
theme for successful CMOs in 2021. 
We expect these CMOs to create new 
commercial and delivery models to keep 
their companies solvent. They will suit 
up with their teams to do the hard work, 
not just overseeing it from a distance. 

If they haven’t already, leading CMOs 
will integrate marketing and customer 
experience in the coming months. 
Segregating acquisition from everything 
that happens after a prospect completes 
a purchase — product utilisation, 
customer service, retention, advocacy — 
was always a bad idea. Now, pandemic 
conditions make this disconnect 
perilous. Disjointed experiences cost 
millions and lose customers — they are 
the antithesis of customer obsession. 
Growth comes from continued use of a 
company’s offering, so it’s imperative to 
focus on acquiring customers who will 
stick around for the long haul.

Marketers will reemphasise the value 
of their loyalty programmes and will 
mature from frequency-based rewards 
programmes to full-fledged loyalty 
programmes. Already, media money is 
shifting into retention methods, such as 
email and customer service, to create 
products that drive growth: We predict 
that spend on loyalty and retention 
marketing will increase by 30% in 2021.

CMOs 
reinvent 
themselves 
and their 
teams

Spend on loyalty 

and retention 

marketing will 

increase by 30% 

as CMOs assert 

control over the 

full customer 

lifecycle.

© 2020 Forrester Research, Inc. 4



In years past, we saw the most-
improved companies in Forrester’s 

Customer Experience Index (CX 
Index™) advance by playing a game of 
whack-a-mole as they found and fixed 
fundamental problems, often in their 
back-end systems and processes. In 
2020, we saw many more companies 
advance and improve by playing a very 
different game, one that’s just starting to 
bear fruit after years of improving core 
CX competencies, especially research, 
prioritisation, and enablement. Forrester 
is seeing increasingly widespread 
adoption of CX competencies, which 
we predict will enable 25% of brands to 
achieve statistically significant advances 
in CX quality in 2021.

This year’s advancers did the work to 
determine what really matters to their 
customers, identified projects to improve 
important experiences, prioritised their 
efforts with the biggest potential upside 
for customers and the business, and then 
trained their employees (and gave them 
new tools) so that they could deliver the 

right experiences consistently. These 
are the kinds of strategic efforts that will 
build on themselves and begin to change 
the landscape for CX within industries. 
They’re strategic and self-reinforcing 
because they produce business results. 

One surprising outcome of this work is 
that firms will cut CX technology spend 
in 2021 but will actually improve CX. 
As organisations evaluate tech spend, 
what Forrester suggested about having 
one voice-of-the-customer program 
and not many — aiming for fewer cooks 
in the kitchen — will come to fruition, 
leading to consolidation of CX tools 
and technologies. This move will save 
organisations hundreds of thousands 
(or millions) of dollars — but it will 
also help them realise the value of the 
technologies that remain. In 2021, we’ll 
see more of these strategic efforts, 
especially because they will enable 
companies (particularly those that take 
a holistic, systematic approach) to better 
deal with the forced evolution of CX 
caused by the pandemic.

CX leaders 
renovate,  
not just 
decorate

25% of brands 

will achieve 

statistically 

significant 

advances in CX 

quality in 2021.

© 2020 Forrester Research, Inc. 5



In 2021, 30% of firms will continue 
to accelerate their spend on cloud, 

security and risk, networks, and mobility 
— including struggling firms looking to 
leapfrog less wily competitors and gain 
advantage coming out of the pandemic. 
Leading CIOs will embrace cloud-first 
and platform strategies for speed and 
adaptiveness, eschewing stovepipes 
for end-to-end solutions. Interviews 
with leading CIOs found that they are 
collaborating more across organisations, 
objectives, and budgets, extending 
IT-business partnerships into enterprise-
level shared accountability. They are also 
investing aggressively in employees, 
breaking down old ideals and resolving 
resistance within the organisation. 

In fact, CIOs focused on employee 
experience (EX) will help their firms 
attract, develop, and retain talent that 
can provide competitive advantage 
in a critical year. They will make the 
needed investments to foster social 
collaboration, make information easier 
to find and use, and provide security 
that’s less distracting. Organisations 
with CIOs who are slow or unable to 
adapt will have at least two problems 
on their hands: 1) massive attrition and 
2) getting mired in short-term fixes like 
tech modernisation, simplification, and 
consolidation that achieve only digital 
sameness through peer-comparison 
strategies by the end of 2021.

30% of firms  

will increase 

spend on cloud, 

security and risk, 

networks, and 

mobility.

CIOs 
lead the 
bold 
disruptors

© 2020 Forrester Research, Inc. 6



The physical, mental, and economic 
challenges that employees had to 

contend with in the face of the pandemic 
will extend into 2021, with many willing 
to overlook higher-order needs for self-
actualisation to avoid risk and maintain 
the status quo. 

This will result in muted workplace 
engagement that lowers productivity  
and discretionary efforts, especially  
in verticals such as retail or media and 
entertainment that already lag  
in EX efforts in Asia Pacific. 

Thus, business innovation will suffer  
and drop in 25% of firms in the region. 
Two factors compound the problem: 1) 
Global lockdowns have shifted unpaid 
work largely to women, with fewer 
returning to the workforce, and 2) 
employees have begun to prioritise their 
well-being over standard benefits. To 
encourage productivity and innovation, 
firms must enable employees via 
technology but also consciously inspire 
and empower them. 

HR leaders also have had to readjust 
to working in this new normal. The 
pandemic thrust HR into the middle 
of transformations that required 
coordinating remote-work tech with IT, 
rejiggering budgets midyear with the 
CFO, and completely altering talent 
acquisition and training models. Newly 
emboldened, the best will use their 
improved connection to IT to ask for 
better tools for analysing and acting on 
workforce data. The best of the best 
will seek out AI-enriched tools that 
will inform workforce policy and guide 
specific employees to better outcomes. 

COVID-19 
reduces 
workplace 
engagement

Employee 

concerns will 

cause innovation 

to drop in 25%  

of firms.
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Most companies must become 
platform businesses to survive 

in the digital era, with the battle for 
supremacy heating up in Asia Pacific. 
Amazon’s expanded offerings and the 
rapid emergence of Jio Platforms will 
ignite a platform war in India, one that 
also includes Flipkart and Paytm. 

Beyond big tech, competition across  
the region will also intensify — among 
Alibaba, JD.com, and Pinduoduo in 
China; among Gojek, Grab, and Shopee 
in Southeast Asia; and among banks, 
tech companies, payment firms, and 
accounting software providers racing  
to build small business ecosystems.

In 2021, firms will shift from 
experimenting to pragmatically 
connecting the ecosystems essential  
to their customers, such as healthcare, 
consumer goods, and manufacturing, 
while pulling investment from 
nonessential areas like travel. 

Incumbent firms, especially financial 
services institutions, should swiftly build 
or connect to platforms that provide 
essential goods and services to avoid 
losing relevance with customers and 
falling permanently behind platform 
businesses that have both agility and 
economies of scale.

Platform  
wars  
heat up

25% of firms 

will shift from 

experimenting 

to pragmatically 

connecting the 

ecosystems 

essential to their 

customers.

© 2020 Forrester Research, Inc. 8



Zero Trust in Asia Pacific has lagged 
its global peers; however, adoption 

is slowly but surely gaining traction. 
Most governments in Asia Pacific are 
still taking a wait-and-see approach, 
while agencies such as the US federal 
government and the UK National Cyber 
Security Centre have already adopted 
the Zero Trust framework.

But a perfect storm is driving change: 
The pandemic is accelerating cloud 
adoption and an explosion in remote 
work; evolving regulatory frameworks 
are driving improved data protection; 
consumers are factoring data privacy 
into their purchase decisions; and 
lagging security practices make the 
region ripe for a crippling cyberattack. 

Many governments in the region already 
use the National Institute of Standards 
and Technology (NIST) Cybersecurity 
Framework. We predict that at least one 
government in the region will go further 
and require firms to transform their 
security services by adopting NIST’s new 
Zero Trust architecture standard.

Asia Pacific 
finally 
catches up 
on Zero Trust 
adoption

At least one 

government 

in Asia Pacific 

will embrace 

a Zero Trust 

cybersecurity 

framework.

© 2020 Forrester Research, Inc. 9



Unsurprisingly, 2021 will see a 
changed workplace, and new 

technology will be needed to support 
it. Over 48% of Asia Pacific managers 
surveyed during the pandemic anticipate 
a permanently higher rate of full-time, 
remote employees.

Many firms will invest in conversational 
artificial intelligence, machine learning, 
and hardware advances to help smooth 
some of these workplace changes:  
Work-from-home staff will see EX 
automation perform tasks that were 
previously done in the office or that held 
higher labour costs, such as employee 
self-service, customer service support, 
and document extraction.

We forecast that by the end of 2021, one 
out of every four remote workers will be 
supported by new forms of automation, 
either directly or indirectly. Direct 
support will be the rarer form — giving a 
bot to individual workers to support their 
daily journey. But indirect support will 
blossom, as robotic process automation 
(RPA) bots combined with conversational 
intelligence and other intelligent 
automation will handle business tasks 
often invisible to the home worker. 

To best integrate automation and AI with 
a diverse, wide, and anxious workforce, 
enterprises should create EX working 
groups and embrace “human in the 
loop” design methods. 

Workplace 
automation 
and AI are 
here to stay

35% of 
companies  
will double 
down on 
workplace AI.

© 2020 Forrester Research, Inc. 10



The coronavirus pandemic has 
accelerated the digital destinies 

of B2B buyers and marketers. B2B 
marketers — with a keen eye on 
customer satisfaction and revenue 
acceleration — must quickly adopt new 
technologies as buyer engagement 
preferences shift toward digital 
channels. Today, more than one-third 
of B2B technology buyers say digital 
engagement channels (such as vendor 
websites) have become more important 
in their buying journeys, while around 
four in 10 indicate that human/analog 
engagement with sellers has become 
less important.

As B2B marketers look to adopt and 
optimise new tactics, AI-powered 
marketing technology tops the list. 
This technology has proven effective at 
the early and late stages of the buying 
cycle — for example, in optimising 
programmatic advertising bids or 
recommending next best content in a 
sales enablement solution. However, 
fewer than 20% of B2B companies 

are using AI to create conversational 
experiences or to optimise personalised 
engagement at scale. 

As buyers gravitate toward digital 
channels, B2B marketers, having widely 
adopted the use of chatbot and virtual 
assistant technologies, are ready to  
scale more automated conversations 
with these buyers. Yet many of today’s 
implementations are clumsy, yielding 
nothing more than a click pathway to  
a human seller. With practice, and as  
the technologies mature, chatbots and 
virtual assistants will leverage first-  
and third-party data along with AI  
and machine learning to offer more 
personalised, guided experiences.  
Given these improvements, we  
predict more than a third of B2B 
technology buyers will rate chatbots  
as a top-10 engagement channel in  
their buying journeys.

Digital 
pathways 
bring B2B 
marketers 
closer to 
buyers

More than  

a third of B2B 

technology 

buyers will 

rate chatbots 

as a top-10 

engagement 

channel.
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A s companies extend their work-
from-home policies, airlines 

reduce routes, and health concerns 
prevail, expect B2B sellers to continue 
adapting their methods and building new 
competencies to succeed in a largely 
remote and digital environment. To 
thrive in 2021 and beyond, B2B sellers 
will need the right enablement tools to 
enhance their productivity and engage 
with prospects and customers in more 
meaningful ways. 

Fifty-seven percent of B2B sales 
leaders told us they plan to make 
deeper investments in tools with AI 
and automation in the upcoming fiscal 
year. Sales tools that capture and 
automatically upload buyer and seller 
activity data to CRM systems will finally 
take sellers out of the data entry game. 

Relieved from endless administrative 
work, sellers will have the time and 
space to conduct deeper customer 
research, cull insights from data, 
and orchestrate more meaningful 
interactions with buyers. As the amount 
of buyer engagement data increases, 
AI can surface patterns, guide the seller 
to the next best action, and identify the 
buyer’s preferred channel. 

In 2021, we predict that more than 
60% of B2B sellers will be enabled by 
AI and automation. To up-level sellers 
and improve sales, arm your team with 
sales tools that have embedded AI and 
automation functionality.

B2B sellers 
deepen buyer 
relationships 
with help 
from AI

More than 60% 

of B2B sellers will 

be enabled by AI 

and automation.
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The workplace impact of the 
pandemic reinforced the 

tremendous value and necessity of cloud 
computing to the world’s economy and 
workforce. Without cloud apps, tools, 
and services, businesses could not 
have sent millions of workers home, 
maintained global supply chains, or 
shifted entire industry business models 
in a matter of weeks. 

The rush to cloud during the pandemic 
also exposed stark contrasts between 
companies that embrace cloud 
technologies and those that have 
resisted or underfunded them. The 
aggressive move to cloud, already 
proceeding at a healthy clip before the 
pandemic, will spike in 2021, yielding 
even greater enterprise adoption,  
cloud provider revenue, and business 
value in 2021.

The changes brought about by COVID-19 
forced companies to prioritise speed 
and customer experience over cost 
savings and efficiency — and they 
flocked to public cloud services faster 

than ever. Etsy spun up new Google 
Cloud infrastructure to meet a spike 
in e-commerce; Lowe’s got a curbside 
pickup app running in three days;  
and Moderna is using Amazon Web 
Services (AWS) to accelerate COVID-19 
vaccine research. 

We previously predicted that the public 
cloud infrastructure market would grow 
28% to reach $113.1 billion in 2021. 
Mid-pandemic, the four largest public 
clouds maintained very strong revenue 
growth (AWS: 29%; Microsoft Azure: 
47%; Google Cloud: 43%; and Alibaba: 
59%) as companies accelerated cloud 
migrations and rushed out new apps to 
meet fast-changing consumer demands. 
We now predict that the global public 
cloud infrastructure market will grow 
35% to $120 billion in 2021 and that 
Alibaba Cloud will take the number three 
revenue spot globally, after AWS and 
Microsoft Azure.

Cloud takes 
centre stage 
in pandemic 
recovery

The global 

public cloud 

infrastructure 

market will grow 

35% to $120 

billion in 2021.
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5G will drive significant disruption 
across B2C and B2B use cases, but 

it has suffered from its lack of a proven 
return on investment so far. 

China will test and scale successful 
innovative business models in 2021, 
leading in 5G rollouts for both carriers 
and users. Expect to see key 5G 
initiatives in major verticals such as 
healthcare and manufacturing as well as 
for smart cities. The rapid proliferation 
of highly connected technologies 
like computer vision, commercial 
drones, cloud-native, blockchain, edge 
computing, and virtual or augmented 
reality will also generate synergies that 
unleash 5G’s potential. 

In 2021, we expect disruptors built 
around early-stage, 5G-enabled business 
models to emerge in China, with fast-
follower markets in Southeast Asia 
benefiting from these pioneers in 2022. 

Asia Pacific business and technology 
leaders must be prepared to learn 
from China’s innovation around 5G, 
including advanced use cases in the 
manufacturing, financial services, and 
retail sectors.

5G raise  
the bar 
for digital 
transformation

China will 

become the 

epicentre of 5G 

innovations in 

2021.
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Accelerating 
out of the 
crisis

Faced with the pandemic, firms did things that once seemed impossible 
— sometimes overnight. Under the relentless pressure of new customer 
realities, the future came into focus: The value of your company depends 
on how customer-obsessed, resilient, creative, and adaptive you are in 
jumping to the next growth curve in your industry.  

Much of your success will depend on how quickly and how well you 
harness technology to both enable your workforce in the new normal 
and build platforms that differentiate your firm. Indeed, technology 
acceleration is the common thread in our predictions for the coming 
year. Yes, that means investing in new technology. But with the 
pandemic still a reality and budgets rightfully under scrutiny for 
2021, it also means taking advantage of and realizing the value of the 
technology that you already have — and finally retiring the technical 
debt holding you back. 

2021 will be the year that every company — not just the 15% of firms 
that were already digitally savvy — doubles down on technology-fueled 
experiences, operations, products, and ecosystems. 

Read on to see what exactly 2021 has in store for business and 
technology leaders. 
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Social distancing 

tempts another 

10% to 12% of US 

consumers to try 

extended reality.

Consumers 
compelled 
toward 
escapism

2020 erupted into chaos and plunged 
consumers and businesses into 

crisis mode; in 2021, we will begin to see 
contours of the new economic, social, 
and cultural orders forged in the crucible 
of the COVID-19 pandemic. 

The strain of fluctuating between 
fear and want; fulfilling domestic and 
professional obligations simultaneously; 
contending with feelings of isolation; 
and navigating political and social unrest 
will compel consumers toward escapism. 
Consumers will become more willing to 
try out new forms of consumption that 
promise a rush of comfort, control, and 
happiness — even if the experiences are 
entirely simulated. 

Extended reality, which includes 
augmented, mixed, and virtual reality 
technologies, will enable this trend: As 
of Q4 2019, 36% of US consumers had 
trialed augmented or virtual reality. In 
2021, we predict that another 10% to 
12% of US consumers will experiment 
with the technology, expanding overall 
exposure to just short of half the US 
online adult population. 

Consumers will give brands permission 
to become more creative, entertaining, 
and immersive than they’ve ever found 
palatable before. CMOs will need to 
create consciously and sincerely; if 
manipulative tactics destroy trust among 
this emotionally vulnerable population, 
consumers won’t give your brand a 
second chance.

© 2020 Forrester Research, Inc. 3



The circumstances of 2020 brought 
to a head the quagmire that has 

been brewing for marketing leaders 
over the last five years: Chief marketing 
officers need to drive customer 
obsession at their firms, rather than 
just guiding ad buying and promotions. 
That means putting the customer at the 
center of everything you do: leadership, 
strategy, and operations. 

Reinvention of themselves, their teams, 
and the marketing function will be the 
theme for successful CMOs in 2021. 
We expect these CMOs to create new 
commercial and delivery models in  
order to keep their companies solvent. 
They will suit up with their teams to do 
the hard work, not just overseeing it 
from a distance. 

If they haven’t already, leading CMOs 
will integrate marketing and customer 
experience in the coming months. 
Segregating acquisition from everything 
that happens after a prospect completes 
a purchase — product utilization, 
customer service, retention, advocacy — 
was always a bad idea. Now, pandemic 
conditions make this disconnect 
perilous. Disjointed experiences cost 
millions and lose customers — they are 
the antithesis of customer obsession. 
Growth comes from continued use of a 
company’s offering, so it’s imperative to 
focus on acquiring customers who will 
stick around for the long haul.

Marketers will reemphasize the value of 
their loyalty programs and will mature 
from frequency-based rewards programs 
to full-fledged loyalty programs. Already, 
media money is shifting into retention 
methods such as email, customer 
service, and the creation of products 
that drive growth: We predict that spend 
on loyalty and retention marketing will 
increase by 30% in 2021.

CMOs 
reinvent 
themselves 
and their 
teams

Spend on loyalty 

and retention 

marketing will 

increase by 30% 

as CMOs assert 

control over the 

full customer 

lifecycle.
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In years past, we saw the most-
improved companies in Forrester’s 

Customer Experience Index (CX 
Index™) advance by playing a game of 
whack-a-mole as they found and fixed 
fundamental problems, often in their 
back-end systems and processes. In 
2020, we saw many more companies 
advance and improve by playing a very 
different game, one that’s just starting to 
bear fruit after years of improving core 
CX competencies, especially research, 
prioritization, and enablement. Forrester 
is seeing increasingly widespread 
adoption of CX competencies, which 
we predict will enable 25% of brands to 
achieve statistically significant advances 
in CX quality in 2021.

This year’s advancers did the work to 
determine what really matters to their 
customers, identified projects to improve 
important experiences, prioritized the 
efforts with the biggest potential upside 
for customers and the business, and then 
trained their employees (and gave them 
new tools) so that they could deliver the 

right experiences consistently. These 
are the kind of strategic efforts that will 
build on themselves and begin to change 
the landscape for CX within industries. 
They’re strategic and self-reinforcing 
because they produce business results. 

One surprising outcome of this work is 
that firms will cut CX technology spend 
in 2021 but will actually improve CX. 
As organizations evaluate tech spend, 
what Forrester suggested about having 
one voice-of-the-customer program 
and not many — aiming for fewer cooks 
in the kitchen — will come to fruition, 
leading to consolidation of CX tools 
and technologies. This move will save 
organizations hundreds of thousands 
(or millions) of dollars — but it will 
also help them realize the value of the 
technologies that remain. In 2021, we’ll 
see more of these strategic efforts, 
especially because they will enable 
companies (particularly those that take 
a holistic, systematic approach) to better 
deal with the forced evolution of CX 
caused by the pandemic.

CX leaders 
renovate,  
not just 
decorate

25% of brands 

will achieve 

statistically 

significant 

advances in CX 

quality in 2021.
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In 2021, 30% of firms will continue 
to accelerate their spend on cloud, 

security and risk, networks, and mobility 
— including struggling firms looking to 
leapfrog less wily competitors and gain 
advantage coming out of the pandemic. 
Leading CIOs will embrace cloud-first 
and platform strategies for speed and 
adaptiveness, eschewing stovepipes 
for end-to-end solutions. Interviews 
with leading CIOs found that they are 
collaborating more across organizations, 
objectives, and budgets, extending 
IT-business partnerships into enterprise-
level shared accountability. They will 
also invest aggressively in employees, 
breaking down old ideals and resolving 
resistance within the organization. 

In fact, CIOs focused on employee 
experience (EX) will help their firms 
attract, develop, and retain talent that 
can provide competitive advantage 
in a critical year. They will make the 
needed investments to foster social 
collaboration, make information easier 
to find and use, and provide security 
that’s less distracting. Organizations 
with CIOs who are slow or unable to 
adapt will have at least two problems 
on their hands: 1) massive attrition and 
2) getting mired in short-term fixes, like 
tech modernization, simplification, and 
consolidation, that achieve only digital 
sameness through peer-comparison 
strategies by the end of 2021.

30% of firms  

will increase 

spend on cloud,  

security and  

risk, networks, 

and mobility.

CIOs 
lead the 
bold 
disruptors
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In 2021, at least 21% of US information 
workers will work primarily from  

home, compared with 7% in 2019.  
Some 47% of North American managers 
surveyed during the pandemic  
anticipate a permanently higher rate  
of full-time remote employees, and  
53% of employees say they want to  
work from home more often even after 
the pandemic. 

Most companies will employ a hybrid 
work model, with fewer people in 
the office and more full-time remote 
employees. As a major portion of the 
workforce develops the skills and 
preference for effective remote work, 
they will come to expect a work-from-
anywhere strategy from their company 
rather than an exception-driven  
remote-work policy. Expect this to 
reshape talent acquisition, moving 
right into talent poaching, as the most 
desirable workers seek location- 
agnostic work opportunities.

Expectations have been reset for 
HR leaders, just like they have for 

employees. The pandemic thrust HR 
into the middle of transformations that 
required coordinating remote-work tech 
with IT, rejiggering budgets midyear 
with the CFO, and completely altering 
talent acquisition and training models. 
Newly emboldened, the best will use 
their improved connection to IT to ask 
for better tools for analyzing and acting 
on workforce data; the best of the best 
will seek out AI-enriched tools that 
will inform workforce policy and guide 
specific employees to better outcomes. 

This means more budget and more 
potential conflict among senior leaders. 
But HR will have a compelling argument: 
Chief among their new interests will be 
using these tools to boost employee 
wellness. This will help manage the 
new compliance issues associated with 
working remotely — just wait until the 
occupational health and safety claims 
for injuries that occur while working 
from home pile up — and build the 
EX environment companies need as a 
bridge to post-pandemic work life.

COVID-19 
changes 
leadership 
and hiring 
practices 
forever

Remote work 

will rise to 300% 

of pre-COVID 

levels.
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Consumer demand, innovation, and 
the pandemic are changing the 

way we work and igniting employers’ 
desire to collect, analyze, and share 
employee personal data. In fact, 
workforce analytics is one of the fastest-
growing segments of the human capital 
management market; CAGR estimates of 
nearly 16% mean it will approach nearly 
$1 billion by 2023.

With data comes opportunity — but 
without the right safeguards, it 
becomes a trap. We predict that in 
2021, regulatory and legal activity 
regarding employee privacy will double. 
While European regulators are already 
enforcing privacy rules to protect 
employees’ personal data, countries 
such as Brazil, India, and Thailand will 
soon do the same. And in the US, given 
the corporate practices and policies that 
often limit or deny employees a right to 
privacy, the battle to determine what is 
a reasonable expectation of workplace 
privacy will be fought in the courts. 

Expect employee privacy lawsuits  
to multiply in the next 12 months. 
Companies must take a “privacy by 
design” approach when handling 
employee personal data. Doing this 
entails identifying and following all 
relevant requirements, including  
and beyond privacy; assessing  
specific privacy and ethical risks;  
and communicating transparently  
with employees.

With more 
employee 
data comes 
opportunity — 
but also  
legal risk 

Regulatory and 

legal activity 

related to 

employee privacy 

infringements will 

double.
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2020 was not the year security and risk 
leaders wanted or expected. 2021 will 
not see things return to normal — yet. 
This will simultaneously require chief 
information security officers (CISOs) and 
security and risk leaders to adapt while 
remaining resilient.

In 2021, CISOs will want to monitor  
three major factors that will produce  
an uptick in insider threats: 1) the rapid 
push of users, including some outside  
of companies’ typical security controls, 
to remote work as a result of the 
COVID-19 pandemic; 2) employees’ job 
insecurity; and 3) the increased ease of 
moving stolen company data. Combined, 
these will produce an increase of 8 
percentage points in insider incidents, 
from 25% today to 33% in 2021.

The overall number of insider threats will 
also be pushed higher as firms get better 
at identifying and attributing incidents to 
insider activity.

Leading CISOs will put a greater 
focus on insider threat defense while 
emphasizing improved employee 
experience — not treating users like 
machines — to avoid turning employees 
into malicious insiders. Considerations 
for employees’ privacy, company culture, 
and local standards for lawful, fair, and 
acceptable labor practices are key to the 
success of your insider threat program.

Remote  
work drives 
uptick in 
insider 
threats

33% of data 

breaches will be 

caused by insider 

incidents, up 

from 25% today.
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Unsurprisingly, 2021 will see a 
changed workplace, and new 

technology will be needed to support  
it. Eighteen million US workers will  
work from home in the wake of the 
pandemic, from knowledge workers  
to cubicle workers. 

Many firms will invest in conversational 
artificial intelligence, machine learning, 
and hardware advances to help smooth 
some of these workplace changes:  
Work-from-home staff will see EX 
automation perform tasks that were 
previously done in the office or that held 
higher labor costs, such as employee 
self-service, customer service support, 
and document extraction.

We forecast that by the end of 2021, one 
out of every four remote workers will be 
supported by new forms of automation, 
either directly or indirectly. Direct 
support will be the rarer form — giving a 
bot to individual workers to support their 
daily journey. But indirect support will 
blossom, as robotic process automation 
(RPA) bots combined with conversational 
intelligence and other intelligent 
automation will handle business tasks 
often invisible to the home worker. 

To best integrate automation and AI with 
a diverse, wide, and anxious workforce, 
enterprises should create EX working 
groups and embrace “human in the 
loop” design methods. 

Workplace 
automation 
and AI are 
here to stay

35% of 
companies  
will double 
down on 
workplace AI.
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The coronavirus pandemic has 
accelerated the digital destinies 

of B2B buyers and marketers. B2B 
marketers — with a keen eye on 
customer satisfaction and revenue 
acceleration — must quickly adopt new 
technologies as buyer engagement 
preferences shift toward digital 
channels. Today, more than one-third 
of B2B technology buyers say digital 
engagement channels (such as vendor 
websites) have become more important 
in their buying journeys, while around 
four in 10 indicate that human/analog 
engagement with sellers has become 
less important.

As B2B marketers look to adopt and 
optimize new tactics, AI-powered 
martech tops the list. This technology 
has proven effective at the early and 
late stages of the buying cycle — for 
example, in optimizing programmatic 
advertising bids or recommending next 
best content in a sales enablement 
solution. However, fewer than 20% of 

B2B companies are using AI to create 
conversational experiences or to 
optimize personalized engagement  
at scale. 

As buyers gravitate toward digital 
channels, B2B marketers, having widely 
adopted the use of chatbot and virtual 
assistant technologies, are ready to 
scale more automated conversations 
with these buyers. Yet many of today’s 
implementations are ham-handed, 
yielding nothing more than a click 
pathway to a human seller. With  
practice, and as the technologies  
mature, chatbots and virtual assistants 
will leverage first- and third-party data 
along with AI and machine learning 
to offer more personalized, guided 
experiences. Given these improvements, 
we predict more than a third of B2B 
technology buyers will rate chatbots as 
a top-10 engagement channel in their 
buying journeys.

Digital 
pathways 
bring B2B 
marketers 
closer to 
buyers

More than  

a third of B2B 

technology 

buyers will 

rate chatbots 

as a top-10 

engagement 

channel.
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A s companies extend their work-
from-home policies, airlines 

reduce routes, and health concerns 
prevail, expect B2B sellers to continue 
adapting their methods and building new 
competencies to succeed in a largely 
remote and digital environment. To 
thrive in 2021 and beyond, B2B sellers 
will need the right enablement tools to 
enhance their productivity and engage 
with prospects and customers in more 
meaningful ways. 

Fifty-seven percent of B2B sales 
leaders told us they plan to make 
deeper investments in tools with AI 
and automation in the upcoming fiscal 
year. Sales tools that capture and 
automatically upload buyer and seller 
activity data to CRM systems will finally 
take sellers out of the data entry game. 

Relieved from endless administrivia, 
sellers will have the time and space to 
conduct deeper customer research, cull 
insights from data, and orchestrate more 
meaningful interactions with buyers. As 
the amount of buyer engagement data 
increases, AI can surface patterns, guide 
the seller to the next best action, and 
identify the buyer’s preferred channel. 

In 2021, we predict that more than 
60% of B2B sellers will be enabled by 
AI and automation. To up-level sellers 
and improve sales, arm your team with 
sales tools that have embedded AI and 
automation functionality.

B2B sellers 
deepen buyer 
relationships 
with help 
from AI

More than 60% 

of B2B sellers will 

be enabled by AI 

and automation.
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The workplace impact of the 
global pandemic reinforced the 

tremendous value and necessity of cloud 
computing to the world’s economy and 
workforce. Without cloud apps, tools, 
and services, businesses could not 
have sent millions of workers home, 
maintained global supply chains, or 
shifted entire industry business models 
in a matter of weeks. 

The rush to cloud during the pandemic 
also exposed stark contrasts between 
companies that embrace cloud 
technologies and those that have 
resisted or underfunded them. The 
aggressive move to cloud, already 
proceeding at a healthy clip before the 
pandemic, will spike in 2021, yielding 
even greater enterprise adoption,  
cloud provider revenue, and business 
value in 2021.

The changes brought about by COVID-19 
forced companies to prioritize speed 
and customer experience over cost 
savings and efficiency — and they 
flocked to public cloud services faster 

than ever. Etsy spun up new Google 
Cloud infrastructure to meet a spike 
in e-commerce; Lowe’s got a curbside 
pickup app running in three days; and 
Moderna is using AWS to accelerate 
COVID-19 vaccine research. 

We previously predicted that the public 
cloud infrastructure market would grow 
28% to reach $113.1 billion in 2021. 
Mid-pandemic, the four largest public 
clouds maintained very strong revenue 
growth (AWS: 29%; Microsoft Azure: 
47%; Google Cloud: 43%; and Alibaba: 
59%) as companies accelerated cloud 
migrations and rushed out new apps to 
meet fast-changing consumer demands. 
We now predict that the global public 
cloud infrastructure market will grow 
35% to $120 billion in 2021 and that 
Alibaba Cloud will take the number  
three revenue spot globally, after AWS 
and Azure.

Cloud takes 
center stage 
in pandemic 
recovery

The global 

public cloud 

infrastructure 

market will grow 

35% to $120 

billion in 2021.
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Edge computing is essentially 
bringing computing closer to where 

data is generated and where action 
on the data can be taken. In 2020, 
mobility decision-makers whose firms 
have implemented edge computing 
told Forrester that collecting input 
from mobile and other devices was the 
biggest benefit to their organizations 
using edge computing. In 2021, we will 
see new business models emerge that 
facilitate the deployment of edge, efforts 
by cloud platforms to compete, and AI 
and 5G facilitating the expansion of edge 
use cases. All of this new business and 
investment will see edge eat into public 
cloud growth.  

Hyperscale public cloud vendors have 
been on a growth binge for a decade, 
but that growth will naturally decline 
from a whopping 42% in 2018 to a 
projected 24% by 2022 as the market 
matures. Hidden in this natural motion 
is another force: edge vendors capturing 
more cloud business. 

What’s driving this trend? First, consider 
that large vendors such as Dell, HPE, 
IBM, and Intel are doubling down on the 
edge with cloudlike solutions deployable 
to anywhere. Second, content delivery 
networks and data center colocation 
vendors are offering edge compute 
services across hundreds or thousands 
of local points of presence, which 
helps business systems that are more 
responsive and contextual. Finally, edge 
innovation marketing is heating up — 
there was more venture investment in Q1 
of 2020 than all of 2019. 

Over the next three years, buyers will 
shift their cloud strategies toward the 
edge to capture all this innovation and 
become more connected. While public 
clouds will play a part, we do not think 
they will dominate, as their culture is 
based on massive data centers and 
tight control of the architecture — the 
exact opposite of what firms need to 
serve customers locally. Vendors with a 
winning edge strategy will do better.

Edge is 
the new 
cloud

New edge 

vendors will 

shave 5 points 

off of public 

cloud growth.
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Introduction
Disruption is the hallmark of 2020. Although many 
leaders are used to some level of constant change, 
COVID-19 impacted the world in ways no one could 
have predicted. In turn, organizations have had to 
pivot and strategize, adapt and change in new ways. 

As organizations continue to respond to the crisis 
and explore new ways to operate and drive growth, 
the Gartner top strategic trends highlight areas of 
opportunity and ways for organizations to differentiate 
themselves from competitors.

Organizations that are prepared to pivot and adapt 
will weather all types of disruptions. As always, these 
strategic technology trends do not operate independently 
of each other, but rather they build on and reinforce each 
other. Together they enable organizational plasticity that 
will help guide organizations in the next five years.

Brian Burke 
Research Vice President, Gartner

“The unprecedented socioeconomic 
challenges of 2020 demand the 
organizational plasticity to transform 
and compose the future.”

Top Strategic Technology Trends for 2021 2



This year’s trends fall along three themes: People 
centricity, location independence and resilient delivery.

• People centricity: Despite the pandemic changing how 
many people work and interact with organizations, people 
are still at the center of all business — and they need 
digitalized processes to function in today’s environment.

• Location independence: COVID-19 has shifted where 
employees, customers, suppliers and organizational 
ecosystems physically exist. Location independence 
requires a technology shift to support this new version 
of business.

• Resilient delivery: Whether a pandemic or a recession, 
volatility exists in the world.

Organizations that are prepared to pivot and adapt will 
weather all types of disruptions. As always, these strategic 
technology trends do not operate independently of each 
other, but rather they build on and reinforce each other. 
Together they enable organizational plasticity that will 
help guide organizations in the next five years.

Top Strategic Technology Trends for 2021 3



Internet of 
Behaviors 
The Internet of Behaviors (IoB) captures the “digital dust” of 
people’s lives from a variety of sources, and that information 
can be used by public or private entities to influence behavior. 
The data can come from a range of sources, from commercial 
customer data to social media to facial recognition, and as 
more and more data becomes available, the IoB will capture 
increasing amounts of information. Additionally, the technology 
that puts all the data together and draws insight is growing 
increasingly sophisticated.

The IoB presents significant and pervasive social and ethical 
implications. Collecting data to influence behaviors has the 
potential to be a powerful tool, and its social reception might 
depend on just how heavy-handed organizations are with 
what they’re trying to do. 

For example, while drivers may not object to having speed, 
braking and cornering tracked in exchange for lower insurance 
premiums, they might not be as receptive to law enforcement 
also being able to track that information. At the end of the day, 
the IoB must offer a mutual benefit to both parties or risk being 
rejected by consumers. 

For certain geographical areas, much of the scope and 
execution of an IoB will depend on local privacy laws, 
which may affect how data can be used and in what way.

People centricity

The IoB captures the ‘digital dust’ 
of people’s lives.

Top Strategic Technology Trends for 2021 4



Total experience 
Total experience combines traditionally siloed disciplines like 
multiexperience (MX), customer experience (CX), employee 
experience (EX) and user experience (UX), and links them 
to create a better overall experience for all parties. Not only 
does this streamline the experience for everyone, because 
organizations are optimizing across all experiences, it offers 
an excellent opportunity to differentiate an organization 
from competitors.

With an overall goal of transforming the entire experience, 
total experience enables organizations to lean into the 
challenges created by COVID-19 and identify new activities 
that they can integrate and build on. 

Total experience in practice

A large telecommunications company transformed its entire 
experience to improve safety and satisfaction.

First, it deployed an appointment system via an existing app. 
When customers arrived for their appointment and came 
within 75 feet of the store, they received two things:

1. A notification to guide them through the check-in process.

2.  An alert letting them know how long it would be 
before they could safely enter the store and maintain 
social distance.

To enhance employee safety, the company also deployed 
technology that allowed associates to co-browse customer 
hardware without physically touching the device. 

People centricity
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Privacy-enhancing 
computation  
Privacy-enhancing computation comprises three types of 
technologies that protect data while it’s being used to enable 
secure data processing and data analytics:

• The first provides a trusted environment in which sensitive 
data can be processed or analyzed. It includes trusted third 
parties and hardware-trusted execution environments (also 
called confidential computing).

• The second performs processing and analytics in a 
decentralized manner. It includes federated machine 
learning and privacy-aware machine learning.

• The third transforms data and algorithms before 
processing or analytics. It includes differential privacy, 
homomorphic encryption, secure multiparty computation, 
zero-knowledge proofs, private set intersection and 
private information retrieval.

This enables organizations to safely share data in untrusted 
environments, an increasingly in-demand desire as the amount 
of data grows alongside the need to protect that data.

What is homomorphic encryption?
Homomorphic encryption (HE) is a cryptographic method 
that enables third parties to process encrypted data and 
return an encrypted result to the data owner, while providing 
no knowledge about the data or the results. HE enables 
algorithm providers to protect proprietary algorithms and 
data owners to keep data private. Homomorphic encryption 
is still maturing. In practice today, fully homomorphic encryption 
is not fast enough for most business implementations. 

People centricity
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Distributed cloud  
Distributed cloud provides public cloud options to different 
physical locations. Essentially, the public cloud company 
maintains, operates and evolves the services, but physically 
executes at the point of need. This helps with latency issues, 
and also privacy regulations that require certain data to remain 
in a specific geographical location. It allows customers to 
benefit from public cloud and avoid costly and complicated 
private cloud solutions.

The many styles of distributed cloud:
• On-premises public cloud: This is a popular vendor 

offering, but it offers only a fraction of the provider’s 
full suite and remains relatively immature. 

• Internet of Things (IoT) edge cloud: Distributed services 
that interact directly with edge devices.

• Metro-area community cloud: The distribution of cloud 
services into nodes in a city or metro area connecting to 
multiple customers. 

• 5G mobile edge cloud: The delivery of distributed cloud 
services as part of a 5G telco/carrier network. 

• Global network edge cloud: The delivery of cloud services 
designed to integrate with global network infrastructure 
such as cell towers, hubs and routers.

Location independence
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Anywhere 
operations  
Anywhere operations refers to an IT operating model 
designed to support customers everywhere, enable 
employees everywhere and manage the deployment of 
business services across distributed infrastructure. The 
model for anywhere operations is “digital first, remote first.” 

However, it’s not as simple as just operating remotely — the 
model must offer unique value-add experiences. Providing 
a seamless and scalable digital experience requires changes 
in the technology infrastructure, management practices, 
security and governance policies, and employee and 
customer engagement models.

Location independence

This technology foundation comprises 
five building blocks:
Collaboration and productivity: Workstream collaboration, 
meeting solutions, cloud office suites, digital whiteboarding 
and smart workspaces 

Secure remote access: Passwordless and multifactor 
authentication, zero trust network access (ZTNA), secure access 
service edge (SASE) and identity as the new security perimeter

Cloud and edge infrastructure: Distributed cloud, the IoT, API 
gateways, AI at the edge and edge processing 

Quantification of the digital experience: Digital experience 
monitoring, workplace analytics, remote support and 
contactless interactions 

Automation to support remote operations: TAIOps, endpoint 
management, SaaS management platforms, self-service and 
zero-touch provisioning

Top Strategic Technology Trends for 2021 8



Cybersecurity 
mesh
The cybersecurity mesh is a distributed architectural 
approach to scalable, flexible and reliable cybersecurity 
control. COVID-19 has accelerated an existing trend wherein 
most assets and devices are now located outside traditional 
physical and logical security parameters. The cybersecurity 
mesh enables any person or thing to securely access and 
use any digital asset, no matter where either is located, while 
providing the necessary level of security. 

As organizations accelerate digital business, security 
must keep pace with the rapid change. Cybersecurity mesh 
enables a security model that retains the plasticity necessary 
to operate in the current conditions and offers security without 
hindering growth for the company. These tools are already 
being deployed in some capacity by leading organizations.

Location independence

The need to support a world of 
increasingly distributed digital assets 
and users is the main thing driving the 
growth of the cybersecurity mesh.

Top Strategic Technology Trends for 2021 9



Organizations have spent the past years focusing on 
efficiency, which meant when hit with a major disruption like 
COVID-19, many business processes were too brittle to quickly 
adapt and they simply broke.

During the rebuilding process, leaders must design an 
architecture that: 

• Enables better access to information

• Can augment that information with new insights

• Is composable, modular, and can change and respond 
more quickly as decisions are made

Intelligent 
composable business

Resilient delivery

But what does this change look like in action? Decision 
making must change to focus on increasing the autonomy and 
augmentation of decisions. Technology platforms must change 
to prioritize democratization and composition, resulting in more 
personalized application experiences. Application vendors’ 
products must change from single solutions to preassembled 
collections of business capabilities. Business units must change 
from deploying packaged applications to assembling capabilities 
that deliver more role-specific application experiences.

Additionally, CIOs must become strategic advisors to the CEO 
and board to advise them on how this level of plasticity is key 
to the future of the composable business.

Top Strategic Technology Trends for 2021 10



AI engineering
AI projects often fail due to issues with maintainability, 
scalability and governance. However, a robust AI engineering 
strategy will facilitate the performance, scalability, interpretability 
and reliability of AI models while delivering the full value of 
AI investments. Without AI engineering, most organizations 
will fail to move AI projects beyond proofs of concept and 
prototypes to full-scale production.

AI engineering stands on three core pillars: DataOps, 
ModelOps and DevOps.

DevOps deals mainly with high-speed code changes, but AI 
projects experience dynamic changes in code, models and 
data, and all must be improved. Organizations must apply 
DevOps principles across the data pipeline for DataOps and 
the machine learning model pipeline for MLOps to reap the 
benefits of AI engineering.

Resilient delivery

What is responsible AI?
From the governance perspective of AI engineering, 
responsible AI is emerging as an umbrella term for many 
aspects of AI implementations. These include AI value, 
risk, trust, transparency, ethics, fairness, interpretability, 
accountability, safety and compliance. Responsible 
AI signifies the move from declarations and principles 
to the operationalization of AI accountability at the 
organizational and societal levels.

Top Strategic Technology Trends for 2021 11



Hyperautomation
Hyperautomation is a process in which businesses automate 
as many business and IT processes as possible using tools like 
AI, machine learning, event-driven software, robotic process 
automation, and other types of decision process and task 
automation tools.

Organizations are often dragged down by “organizational 
debt,” which includes technical, process, data, architecture, 
talent, security and social debt. Collectively this debt affects 
value proposition and brand. The cause is an extensive and 
expensive set of business processes underpinned by a 
patchwork of technologies that are often not optimized,  
lean, connected or consistent.

However, in a world where digital acceleration is the name 
of the game, business leaders are clamoring for digital 
operational excellence. This was further accelerated by 

Resilient delivery

COVID-19, which rapidly pushed organizations to allow more 
remote, digital-first options. Hyperautomation is the key to 
both digital operational excellence and operational resiliency 
for organizations. To enable this, organizations had to digitize 
their documents/artifacts and ensure their business and IT 
process workflows were digital. They need to automate tasks, 
processes and orchestrate automation across functional areas.

“Hyperautomation is irreversible and 
inevitable. Everything that can and 
should be automated will be automated.”
Brian Burke, Research Vice President, Gartner

Top Strategic Technology Trends for 2021 12



Complimentary content: 
 Visit Smarter With Gartner

Stay ahead of the pressing topics, technology  
and trends that impact your organization’s 
growth and transformations.

Become a client:
U.K.: 03330 607 044 
U.S.: 1 855 811 7593 

 gartner.com/en/become-a-client

Learn more.  
Dig deep.  
Stay ahead.

© 2020 Gartner, Inc. and/or its affiliates. All rights reserved. CTMKT_1050608

https://www.gartner.com/smarterwithgartner/
https://www.gartner.com/smarterwithgartner/
https://www.gartner.com/doc/3891569
http://gartner.com/en/become-a-client
http://gartner.com/en/become-a-client
https://www.gartner.com/smarterwithgartner/category/legal-compliance/


Glassdoor
Workplace Trends 2021

By Andrew Chamberlain, Ph.D. 
Chief Economist, Glassdoor

5 Trends Reshaping How We Work After COVID-19



2

03 INTRODUCTION

27 CONCLUSION

05 Trend 1: Office life will return but it will never be the same

10 Trend 2: Employees expect progress, not just pledges, on corporate DEI

14 Trend 3: Salary expectations get a permanent WFH rehaul

19 Trend 4: Even the best company cultures must adapt to new post-COVID-19 realities

22 Trend 5: The COVID-19 recession is probably over, but these jobs may never return 

Contents

G
L

A
S

S
D

O
O

R
 W

O
R

K
P

L
A

C
E

 T
R

E
N

D
S

 2
0

2
1



G
L

A
S

S
D

O
O

R
 W

O
R

K
P

L
A

C
E

 T
R

E
N

D
S

 2
0

2
1

3

It’s fair to say that 2020 has been a year like no other. A surprise 
global COVID-19 pandemic upended daily life and ushered in a 
whirlwind of previously unthinkable changes. How we hire, work 
and embody company culture changed overnight.

An important lesson from history is that every crisis presents 

risks and opportunities. In 2020, COVID-19 devastated large 

parts of the economy, put millions out of work and created the 

most dire health crisis of the 21st Century. But it also overturned 

outdated beliefs about remote work, sparked companies to build 

programs that foster emotional and cultural bonds between 

teams, and has put even the most vigorous company cultures 

through the crucible during historically trying times. 

 
Introduction
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Will COVID-19 have a lasting impact on hiring and workplace 

culture in 2021 and beyond? At Glassdoor, we have a unique 

vantage point during these times of crisis with access to millions 

of company reviews, salaries, job postings and more from around 

the world. Each year, we revisit Glassdoor’s massive database of 

workforce intelligence to distill the top workplace trends that we 

see unfolding in real time — the biggest shifts we see in employee 

culture, recruiting, compensation, diversity and inclusion, and more.

This report presents the five most compelling workplace trends we 

see emerging from Glassdoor’s window into the workplace as the 

COVID-19 crisis has unfolded. These trends are what we believe 

will take hold as the pandemic continues to unfold — and assuming 

no other major unforeseeable event takes place in the coming year. 

Our goal is to offer our insights on how workers and employers 

can best prepare for these trends in the years ahead — to hedge 

against the risks they pose and harness the opportunities they 

create to build a better workplace of the future.

These are challenging times. Yet we at Glassdoor remain optimistic 

about the future of work and hiring. America’s entrepreneurial 

culture has proven to be resilient, adaptable, and innovative in the 

face of many economic and social crises of the past. We hope you 

find this report to be an inspiring view of what’s possible and use it 

as a playbook for reimaging what it means to be a great workplace 

in the new post-COVID-19 economy that emerges in 2021 and 

beyond.

Andrew Chamberlain, Ph.D.

Chief Economist and Director of Research

Glassdoor

https://www.glassdoor.com/index.htm
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Quick take: 

• Millions of Americans are working from home in 2020. But 

we expect most will return to in-person workplaces — at least 

part-time — in 2021 once COVID-19 is under control. 

• Remote workforces work best with at least some in-person 

office work. Fully remote teams have financial and recruiting 

benefits, but also suffer from lower spontaneity, more 

challenges forming bonds and lower innovation. 

• Prepare for an unprecedented wave of experimentation 

and innovation around hybrid remote-in-office roles — part 

remote and part in-office — in 2021 and beyond.

Trend 1: 
Office life will return but 
it will never be the same

5
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Millions of Americans today are working from home during 

COVID-19. This year has seen a previously unimaginable 

boom in remote work with more than 4 in 10 U.S. workers 

doing their jobs full-time from home as of June 2020.  

This sudden and dramatic shift to remote jobs has sent 

shockwaves throughout workplaces. In-person teams have 

been split up, forcing employers to quickly revise company 

policies and deploy the IT infrastructure needed for fully 

remote work.

Is work-from-home here to stay? While the COVID-19 crisis 

forced many employers to rethink outdated policies against 

remote work — mostly for the best — both history and data 

suggest that most workers will ultimately return to in-person 

work arrangements once it’s safe to do so. However, the 

lessons learned in 2020 about the value of flexibility and 

working-from-home will forever change companies’ openness 

to hybrid office environments. In 2021 we expect workers 

splitting time between home and the office to be a more 

common workplace policy.

Benefits of Remote Work 

There are clear benefits of remote work for both employers and 

employees that 2020 has made  clear. Employers can now hire 

the best talent, anywhere. Lower commute times mean better 

employee health and morale. Research shows remote work can 

lead to big productivity gains for some individual-contributor 

roles. Plus, there are cost benefits too: Companies stand to gain 

substantially from lower real estate, compensation and benefits 

costs by having a more remote workforce. Plus, offering flexible 

work schedules can be a low-cost way to help retain employees 

facing challenging child care and other home responsibilities. 

For all these reasons, there has been a rush to remote jobs in 

2020. Both the number of remote-only job postings and job 

searchers for remote roles is up sharply on Glassdoor. To help 

facilitate matches in the growing remote-only hiring world 

during COVID-19 crisis, Glassdoor released powerful new tools 

allowing job candidates to find and apply to remote-only jobs 

(see next).

https://siepr.stanford.edu/research/publications/how-working-home-works-out
https://www.glassdoor.com/Job/work-from-home-jobs-SRCH_KO0,14.htm
https://hbr.org/2014/01/to-raise-productivity-let-more-employees-work-from-home
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Glassdoor added new tools for
finding remote-only jobs in 2020 

Pitfalls of Remote Work

While there are many benefits of remote work, history shows there are drawbacks too. 

In recent years major brands such as IBM, Yahoo!, Aetna, Bank of America, AT&T and 

Reddit implemented expansive remote-work programs. However, several of these high-

profile programs were ultimately abandoned after disappointing results. Poor employee 

communication, lack of motivation and performance, lower creativity, innovation and 

serendipity have plagued many work-from-home programs in the past.

Companies that thrive with remote workforces have learned an important lesson: Even 

fully remote teams need to regularly gather for in-person interactions. This builds trust, 

emotional bonds and the shared human culture that is the foundation of effective and 

resilient teams. Even the remote work pioneer Upwork recommends building in plans 

for regular in-person time for remote teams, saying “Team building activities for remote 

teams matter as much as they do for those people working in one location. We are not 

machines, after all.”

This need for in-person interactions will pull many workers back to offices once COVID-19 

is brought under control. There are good reasons why America’s tech giants have invested 

in lavish campuses and free meals in recent decades as a way of encouraging rich, in-

person, spontaneous, non-work interactions: These casual bonds between employees are 

a critical input for building a culture of tech innovation and creativity.

Source: Glassdoor

https://www.glassdoor.com/Overview/Working-at-IBM-EI_IE354.11,14.htm
https://www.glassdoor.com/Overview/Working-at-Yahoo-EI_IE5807.11,16.htm
https://www.glassdoor.com/Overview/Working-at-Aetna-EI_IE16.11,16.htm
https://www.glassdoor.com/Overview/Working-at-Bank-of-America-EI_IE8874.11,26.htm
https://www.glassdoor.com/Overview/Working-at-AT-and-T-EI_IE613.11,19.htm
https://www.glassdoor.com/Overview/Working-at-Reddit-EI_IE796358.11,17.htm
https://www.nytimes.com/2020/06/29/technology/working-from-home-failure.html
https://www.upwork.com/resources/managing-remote-team-effectively
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70 percent of Glassdoor employees prefer a hybrid 
remote-office work arrangement post-COVID-19

Q. Post COVID-19, when a vaccine is readily available,  
     which working arrangement would be ideal for you?

What Do Employees Want? 

One lesson employers are learning during COVID-19 is that most 

workers don’t want to be either fully remote, or fully in-office. They 

prefer a hybrid approach, with the flexibility to split time between 

office and remote locations based on what’s the most productive 

way to tackle their jobs. 

According to an internal survey of Glassdoor’s own workforce, 

most workers prefer these hybrid work arrangements. When 

asked about the most ideal work arrangement post-COVID-19, 

70.1 percent of Glassdoor employees said they’d like to split time 

between working from home and in a local office. By comparison, 

just 26.4 percent said they’d prefer only remote work, while just 3.5 

percent wanted to return only to an office.

We expect many similarly-sized tech and U.S. employers to see a 

similar pattern — while the share of employees who prefer fully 

remote work is higher than in the past due to COVID-19, the 

majority of workers will likely head back to offices at least part-time 

once a vaccine is available and it’s safe to do so.

WFH only

Work from my local office only

Split time between WFH and 
working in a local office

26.4%

3.5%

70.1%

Source: Glassdoor internal employee survey, August 2020

https://www.glassdoor.com/glassdoor
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One Roadblock is Access 

While most workers prefer some flexibility to work from home, 

Glassdoor data shows that most jobs have not historically had 

access to remote work as an employer benefit. Recent research 

shows about 54 percent of U.S. workers on Glassdoor say they 

have access to work-from-home benefits, but this access varies 

widely by industry. While 74 percent of tech workers say they 

have access to work-from-home benefits, just 11 percent of 

workers in restaurants and food services, 24 percent of retail 

workers and just 29 percent of workers in transportation and 

logistics have such access. 

Workers in tech and professional services jobs have an easier time 

expanding opportunities to work from home, particularly since it 

was already a commonly adopted benefit before the pandemic. 

Workers in other industries face a much steeper uphill battle.

Flexibility is Here to Stay 

Job seekers and companies should brace for plenty of 

experimentation and innovation around company approaches 

to alternative work arrangements in 2021. History suggests 

that most employees will eventually return to in-person work, 

but likely not for the traditional Monday-through-Friday office 

routine that has dominated corporate culture for a century. It’s a 

welcome silver lining of a pandemic that has overturned old ideas 

about the geography of work and ushered in a new era of tools 

and openness to remote work. 
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https://www.glassdoor.com/research/working-from-home/
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Trend 2: 
Employees expect  
progress, not just pledges, 
on corporate DEI
Quick take: 

• The Black Lives Matter movement cast new light on racial 

inequality in 2020, and companies are being pushed to make 

tangible progress on diversity and inclusion like never before. 

• Hiring for diversity, equity and inclusion roles has been on the 

rise for years, and that will likely accelerate sharply in 2021. 

• The public and employees alike will expect progress reports 

in 2021. New Glassdoor tools help companies spotlight their 

diversity efforts, be more transparent about progress and 

communicate where challenges remain in 2021. 
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The rise of the Black Lives Matter movement and accompanying 

protests against police violence across America — and in many cities 

abroad — were seminal, defining events. At the close of 2020, many 

more Americans see themselves and their relationship to race, work 

and inequality differently. 

The awakening of America’s conscience to the joint crises of 

economic inequality and police violence against people of color has 

sparked a national conversation about solutions. A persistent driver 

of the stark differences in the lived experience of underrepresented 

groups in America is economic inequality. As recently as 2016, the 

median net wealth of white households in America was $171,000; 

for Black households, it was $17,150. 

Closing America’s racial economic gap starts by unlocking economic 

opportunity for all. In 2020, that has led to a surge in demands that 

employers make diversity, equity and inclusion (DEI) a core business 

function — a shift we expect to accelerate in 2021 and beyond. 

Seismic Workplace Shift

Roles dedicated to driving employers to take meaningful action 

towards a more diverse and inclusive workforce have been growing 

for years, both in the U.S. and abroad. According to recent Glassdoor 

research, 2019 hiring in the U.S. for DEI roles was rising at a 30 

percent annual pace. In the wake of the May 2020 police killing of 

George Floyd, demands for employers to take concrete steps on 

workplace diversity and economic opportunity for Americans of 

color have galvanized support for taking DEI functions far more 

seriously in corporate America. 

Diversity and Inclusion Job Postings on 
the Rise Globally, August 2019

Country

United States 810 30%

United Kingdom 70 106%

Germany 52 79%

France 26 53%

Other 45 67%

Total 1,003 37%

Job Openings YoY % Growth

Source: Glassdoor Economic Research (glassdoor.com/research)

https://www.brookings.edu/blog/up-front/2020/02/27/examining-the-black-white-wealth-gap/
https://www.glassdoor.com/research/diversity-inclusion-jobs/
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Diversity Attracts Talent

Diversity and inclusion are top of mind for job seekers today 

as well. According to a recent Glassdoor survey, more than 3 

in 4 employees and job seekers (76 percent) report a diverse 

workforce is an important factor when evaluating companies and 

jobs. And about 1 in 3 employees and job seekers (32 percent) 

say they wouldn’t apply to a job at a company where there’s a lack 

of workforce diversity. We expect this to fuel the expansion of 

workplace diversity programs in 2021.

To reinforce this rising global interest in and support for workplace 

diversity and racial equity, Glassdoor in 2020 launched a major 

new diversity and inclusion product for employers, allowing them 

to share workforce diversity goals and increase transparency 

around where employers stand relative to those goals. In addition, 

the celebrated Glassdoor company review survey was expanded 

to allow workers for the first time to anonymously rate and review 

their company with respect to diversity and inclusion and to share 

their own demographic information, thereby helping to bring more 

transparency to this critical workplace attribute.

https://b2b-assets.glassdoor.com/glassdoor-diversity-inclusion-workplace-survey.pdf
https://www.glassdoor.com/blog/transparency-to-drive-racial-equity/
https://www.glassdoor.com/member/home/companies.htm


G
L

A
S

S
D

O
O

R
 W

O
R

K
P

L
A

C
E

 T
R

E
N

D
S

 2
0

2
1

13

New features on Glassdoor allow employers to share 
diversity and inclusion goals, and allow employees to 
rate and review them.

Source: Glassdoor

Racial injustice and economic inequality have come to the forefront 

of public consciousness in 2020. Despite decades of data showing 

dramatic racial pay and wealth disparities around the world, 

discouragingly little progress has been made. In 2021 and beyond, 

more companies will be seen as having a responsibility to make 

progress toward righting racial inequality and injustice within their 

workplaces. Corporate DEI roles to put those plans into action are 

here to stay. 
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Trend 3:  
Salary expectations get a 
permanent WFH rehaul

Quick take: 

• Millions of Americans are thinking about moving to new 

cities while working from home. If they do, brace for big 

salary adjustments in 2021 as workers face a shifting 

competitive landscape. 

• Tech workers decamping from expensive metros like San 

Francisco and New York could face eventual pay adjustments 

of -5 percent to -30 percent depending on where they move. 

• Workplace perks like free catered lunch and company 

parties are on hold during the pandemic. But they’ll return in 

2021 as teams scramble to rebuild social bonds and reignite 

a spirit of innovation once the pandemic is under control. 
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Millions of Americans are working from home during the COVID-19 

pandemic. Many are considering relocating — particularly workers 

living in congested and high cost of living cities like San Francisco 

and New York. This has created a pay conundrum for employers in 

2021: Should pay be adjusted for fully remote workers who choose 

to relocate to new cites? 

Opinion on this topic runs the gamut, from those who advocate for 

fully adjusting pay based on local cost of living to those who argue 

for a flat pay structure for remote workers. 

Although every worker is different, and it’s not possible to predict a 

single base pay adjustment that’s appropriate for every employee, 

we predict a tidal wave of comp adjustments in 2021 as many tech 

and professional services workers go remote and move away from 

company HQs.

Why Pay Differs by City, Even for Remote Workers

Throughout history, wages have always varied widely among 

cities and countries, even for the same job. Why? A common 

misperception is that pay varies because of cost of living. But in fact, 

the reverse is likely to be true — pay differences across cities and 

countries are partly what drive differences in cost of living, simply 

because one important resource is always in short supply and can’t 

be transported: housing. That makes the cost of living expensive in 

places where highly productive workers bid up the cost of housing 

and more affordable in underdeveloped places with low productivity 

and wages.

When workers go fully remote and move to new cities, they remove 

themselves from the local labor market that initially determined 

their pay. Once they move, they are subject to the market forces of 

a very different labor market. Pay for fully remote workers will be 

partly influenced by the in-person jobs available in the economy 

where they locate — if they locate in places with many jobs, they 

will have stronger bargaining power and higher pay — and is partly 

influenced by the global supply and demand for their skills. Unlike 

in-person workers, fully remote workers essentially compete with 

the global supply of all other workers, in every country, who are also 

remote — a job market that is almost certainly more competitive 

than any in-person labor market in the U.S.

For these reasons, once the dust settles on millions of employee 

relocations, we expect a wave of pay adjustments in 2021 for fully 

remote workers, whether or not they move to new cities. Once local 

labor markets have adjusted to a wave of newly remote workers, 

the equilibrium pay for workers who’ve left expensive, congested 

metros like San Francisco and New York for smaller cities will almost 

certainly adjust downward as the interplay among supply, demand 

and productivity unfolds across cities.
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How Much Will Pay Adjust?

We recently estimated what might happen to base pay for 25 of 

the most common job titles today if newly remote workers were to 

decamp to new U.S. metros. The results were eye-opening:

• Pay for tech workers leaving SF and NYC could adjust 

substantially, as both cities currently pay a large location 

premium that will likely be lost by those who relocate. Software 

engineers, software developers and product managers leaving 

SF could see an average base pay cut of -24.8 percent, -21.3 

percent and -23.1 percent, respectively, across the 30 cities 

we examined. Leaving from NYC, the average base pay cut 

for these same jobs is -12.2 percent, -10.4 percent and -9.6 

percent, respectively. 

• On average across the 25 jobs we examined, workers leaving 

San Jose can expect the largest downward base pay adjustment 

of -24.6 percent among the 30 cities we examined, followed by 

San Francisco (-21.7 percent), New York City (-9.8 percent) and 

Seattle (-9.7 percent). By contrast, workers moving away from 

Denver, Minneapolis and Houston would on average see base 

pay adjust by less than 1 percent.

https://www.glassdoor.com/Salaries/software-engineer-salary-SRCH_KO0,17.htm
https://www.glassdoor.com/Salaries/software-engineer-salary-SRCH_KO0,17.htm
https://www.glassdoor.com/Salaries/software-developers-salary-SRCH_KO0,19.htm
https://www.glassdoor.com/Salaries/product-managers-salary-SRCH_KO0,16.htm


G
L

A
S

S
D

O
O

R
 W

O
R

K
P

L
A

C
E

 T
R

E
N

D
S

 2
0

2
1

17

Glassdoor released a web app to help job seekers estimate pay shifts relocating to new cities while working remotely.
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What About Office Perks?

During the global pandemic, nearly all in-office perks like catered 

lunches, free snacks, employee events, on-site exercise facilities, 

video games and more have been placed on hold. Does that spell the 

death of workplace perks in 2021 and beyond?

For several reasons, we think the answer is “no”. Once a vaccine 

becomes widely available, we expect a critical mass of office 

workers will return to offices. When they do, the same competitive 

forces will likely lead to a return of many office perks.

One of the most important organizational lessons learned by 

tech and other knowledge-work employers in recent years is that 

certain office perks are an important fuel for innovation and culture 

building. In-office catered lunches have never been mainly about 

the food — they are a valuable way to get employees to share ideas, 

brainstorm and network over the lunch hour, fueling serendipity, 

innovation and creativity. Offering video games at work may have 

began as a way to attract Millennial and Gen Z tech workers; but 

employers have also discovered these types of in-office games 

encourage informal social and emotional bonds between teams, 

make teams more resilient, make them more likely to share 

information and go out of their way to help each other as well as 

more likely to work better together under pressure.

Companies that shed these types of “soft” office perks in the wake 

of COVID-19 may end up handicapping their ability to rebuild their 

team muscles, potentially putting them at a long-term competitive 

disadvantage compared to companies that relight the fire of 

dynamic, fun in-office environments. For that reason, we expect 

to see a return of many in-office perks in 2021 once COVID-19 is 

brought under control and office workers begin rebuilding in-

person teams.
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Quick take: 

• Companies have lost an important way of controlling 

corporate identity and employer brand during COVID-19: 

The design, look and feel of corporate headquarters. 

• Online employee reviews are playing an outsized role in 

employer brand during work-from-home. Companies who 

survive and thrive in 2021 will be those who embrace 

employee sentiment data as business intelligence.  

• Companies don’t need lavish corporate campuses to build 

culture. Three factors matter most for worker satisfaction, 

none of which depend on maintaining in-person offices: 

Having a compelling company mission, promoting 

transparent and empathetic leaders, and building clear 

career opportunities for workers. 

Trend 4: 
Even the best company 
cultures must adapt to 
new post-COVID-19  
realities

https://www.glassdoor.com/research/employee-satisfaction-drivers/
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One of the most important ways companies have historically 

cultivated their employer brand image is through the design, 

location, look and feel of corporate offices. Facebook’s 

university campus-like Silicon Valley headquarters, Amazon’s 

dramatic Seattle campus adorned by a glass-and-steel globe, 

and Airbnb’s funky and creative San Francisco headquarters are 

all designed to craft how employees think about their identity, 

interact with each other and go about their daily work. 

This has all been lost during COVID-19. With millions of 

Americans working remotely full time, the balance of power has 

tilted dramatically between employers and employees in terms 

of what can be publicly displayed and symbolically or physically 

communicated about workplace culture and employer brand. 

When asked, “What is it like to work at company X?” during 

normal times, the location, look and feel of offices is top of mind 

for most workers. During COVID-19 and mandatory work-

from-home, learning what it’s like to work at a company comes 

mostly from employee reviews in a sea of remote workers. 

Companies who aren’t monitoring that sentiment on platforms 

like Glassdoor risk disaster in 2021 and beyond.

Using Data to Monitor Team Health and Vitality

As work-from-home continues into 2021 for millions of workers, 

keeping a close pulse on employee sentiment in today’s highly 

fragmented and remote workforce will be a key issue facing 

employers. Online data from Glassdoor and others can help 

monitor nascent and growing cultural problems as they emerge 

in today’s remote workforces, helping highlight problems before 

they begin impacting performance. In a world without water-

cooler chats and informal stop-by-check-ins at desks, we expect 

to see a surge of interest in ways to use online and other employee 

survey data to monitor sentiment among decentralized work-

from-home teams.

To help employers drill down on and more closely monitor 

employee sentiment, Glassdoor launched new search capabilities 

that allow companies and job seekers to more easily identify  

company reviews that mention COVID-19 and provide a real-time 

barometer of engagement and understand how employees are 

talking about company reactions to the pandemic.

https://www.glassdoor.com/facebook
https://www.glassdoor.com/Overview/Working-at-Amazon-EI_IE6036.11,17.htm
https://www.glassdoor.com/Overview/Working-at-Airbnb-EI_IE391850.11,17.htm
https://www.glassdoor.com/employers/blog/covid-19-related-company-reviews/
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Glassdoor data allows companies to track COVID-19-
related employee sentiment in real time.

Building Culture Without Offices

How can employers craft an attractive employer brand and 

company culture during COVID-19, without the use of corporate 

campuses and in-office perks? The good news for employers is 

that our research shows the three most important determinants 

of employee satisfaction have little to do with in-person offices 

and can be cultivated in fully remote work environments:

• Having a compelling company mission that connects what 

you do as a business with some broader social good; 

• Promoting transparent and empathetic senior leaders; 

• Creating clear upward paths and career opportunities for 

employees.

With no end to the pandemic in sight, strong employee culture 

will be essential for helping work-from-home teams remain 

resilient and engaged in the coming year. Trying times are 

when companies reap the most important benefits from past 

investments in building a satisfied workforce. We expect to see 

companies leaning into efforts to build employee culture in 2021, 

investing in strategies proven to build cohesion and strengthen a 

sense of shared purpose among employees during the challenging 

year ahead.

Source: Glassdoor

https://www.glassdoor.com/research/employee-satisfaction-drivers/
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Trend 5: 
The COVID-19 recession 
is probably over, but these 
jobs may never return
Quick take: 

• The global economy suffered a massive blow in 2020. 

But even assuming the virus is under control in 2021, it 

promises to be a year of rebuilding, recovery and job growth 

as employers, workers and consumers adapt to a post-

COVID-19 world. 

• Many jobs were lost and won’t be coming back soon. 

Glassdoor data shows devastating impacts in particular on 

lower-skilled service jobs, education jobs, administrative 

office roles, sales roles and many discretionary healthcare 

jobs. 

• Even when the COVID-19 recession is a distant memory, 

there will be lasting impacts on workers and jobs. People will 

save money and plan for retirement differently and demand 

better health and flexible time benefits from employers. 
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This year, COVID-19 was in the driver’s seat of the U.S. economy. 

In March, an unfolding global pandemic sent the economy spiraling 

into the first recession in a decade, with employers shedding more 

than 20 million jobs in March and April combined — a record-

breaking tsunami of job losses unlike anything seen before in 

American history.

However, against all odds, the economy was already on the road to 

recovery by June, with companies hiring back millions of workers 

per month thanks in part to an enormous federal stimulus bill 

and quick-thinking employers who scrambled to adapt business 

models to new COVID-19 realities. Almost as fast as it came on, the 

COVID-19 recession is likely already over, with the economy adding 

back more than 10 million jobs in just a few months. By September, 

the job market was already about halfway back to pre-COVID-19 

employment levels — still a long way to go, but a remarkable 

testimony to the resilience and adaptability of U.S. employers in the 

face of an unprecedented crisis.
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Jobs Most At Risk in 2021 Post-COVID

The 2020 recession was very different from past downturns. As 

will be the recovery. Because of how the global pandemic has 

shifted consumer behavior and workplace habits — shifts that may 

last years if not decades — there are many jobs we do not expect 

to return en masse for years, if ever. 

In the table below we show a list of the jobs most “at risk” from 

COVID-19. These are very common jobs (with 5,000 or more job 

openings in the U.S.) that have suffered large drops on Glassdoor 

between October 2019 to October 2020. The table uses the same 

jobs technology that powers Glassdoor’s monthly Job Market 

Report. 

Several patterns in the data are clear:

• The COVID-19 recession has led to devastating losses in open 

jobs for personal services. Jobs for beauty consultants are 

down 53 percent; valets are down 51 percent; and stylists are 

down 50 percent. Even pet groomers are down 41 percent. 

These are in-person services that many Americans are doing 

without during COVID-19, or in many cases doing themselves. 

They will not likely return until long after a vaccine becomes 

available. 

• Education jobs are suffering dramatically due to school 

closures during the pandemic. Jobs for professors are down 

39 percent, and jobs for instructors are down 34 percent. 

America’s higher education system is facing an overwhelming 

financial crisis due to falling enrollment and mandated campus 

closures, and these jobs may not return for a long time.  

• Administrative and lower-skilled office roles are bearing the 

brunt of job cuts in the white-collar workforce today, and 

that’s likely to continue in 2021 and beyond as the COVID-19 

recession prompts companies to invest in automation and 

software rather than hiring back these roles in the same 

numbers. Jobs for event coordinators are down 69 percent; 

executive assistants are down 55 percent; HR generalists 

are down 37 percent; and accounts payable specialists are 

down 37 percent. And with offices across the nation closed, 

receptionist jobs are down 35 percent.  

• Sales jobs have plummeted during COVID-19, along with 

many companies’ revenue. Jobs for product demonstrators 

are down 63 percent; brand ambassadors are down 41 

percent and sales managers are down 34 percent. With sales 

in many industries depressed due to the pandemic, these jobs 

may not fully return until a vaccine is widely available and 

COVID-19 disappears as a health risk. 

• Jobs for discretionary health services — healthcare needs that 

can be postponed during a pandemic — are down sharply. Jobs 

for audiologists are down 70 percent; opticians are down 61 

percent and physical therapists are down 40 percent.

https://www.glassdoor.com/research/job-market-report/
https://www.glassdoor.com/research/job-market-report/
https://www.glassdoor.com/Job/beauty-consultants-jobs-SRCH_KO0,6_KE7,18.htm
https://www.glassdoor.com/Job/valets-jobs-SRCH_KO0,6.htm
https://www.glassdoor.com/Job/stylists-jobs-SRCH_KO0,8.htm
https://www.glassdoor.com/Job/pet-groomers-jobs-SRCH_KE0,12.htm
https://www.glassdoor.com/Job/professors-jobs-SRCH_KO0,10.htm
https://www.glassdoor.com/Job/instructors-jobs-SRCH_KO0,11.htm
https://www.glassdoor.com/Job/event-coordinators-jobs-SRCH_KO0,18.htm
https://www.glassdoor.com/Job/executive-assistants-jobs-SRCH_KO0,20.htm
https://www.glassdoor.com/Job/hr-generalists-jobs-SRCH_KE0,14.htm
https://www.glassdoor.com/Job/accounts-payable-specialists-jobs-SRCH_KO0,28.htm
https://www.glassdoor.com/Job/receptionist-jobs-SRCH_KO0,12.htm
https://www.glassdoor.com/Job/product-demonstrators-jobs-SRCH_KO0,21.htm
https://www.glassdoor.com/Job/brand-ambassadors-jobs-SRCH_KO0,17.htm
https://www.glassdoor.com/Job/sales-managers-jobs-SRCH_KO0,14.htm
https://www.glassdoor.com/Job/audiologists-jobs-SRCH_KO0,12.htm
https://www.glassdoor.com/Job/opticians-jobs-SRCH_KO0,9.htm
https://www.glassdoor.com/Job/physical-therapists-jobs-SRCH_KO0,19.htm
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Jobs Likely to Suffer Most in 2021 Due to COVID-19 

Methodology: Unique U.S. open job listings 

on Glassdoor as of 10/19/2020 compared 

to 10/21/2019. Only “popular” jobs with at 

least 5,000 open job listings in 2019 were 

considered. Only a partial list is presented 

here for presentation; a full list of impacted 

jobs is available upon request.

Job Title

Audiologist

Event Coordinator

Product Demonstrator

Optician

Chef

Executive Assistant

Beauty Consultant

Valet

Stylist

Coach

Brand Ambassador

Pet Groomer

Physical Therapist

Intern

Professor

HR Generalist

Accounts Payable Specialist

Receptionist

Instructor

Sales Manager

Accountant

Account Executive

Discretionary Healthcare 2,336 7,710 -70%

Admin and Office 1,723 5,541 -69%

Sales 2,567 6,932 -63%

Discretionary Healthcare 2,208 5,592 -61%

Food Service 6,569 14,844 -56%

Admin and Office 2,308 5,182 -55%

Personal Services 6,065 12,845 -53%

Personal Services 2,485 5,054 -51%

Personal Services 5,237 10,376 -50%

Personal Services 6,844 12,869 -47%

Sales 5,925 10,055 -41%

Personal Services 3,854 6,586 -41%

Discretionary Healthcare 17,372 28,920 -40%

Admin and Office 7,731 12,732 -39%

Education 8,651 14,247 -39%

Admin and Office 3,314 5,286 -37%

Admin and Office 3,417 5,413 -37%

Sales 16,525 24,917 -34%

Admin and Office 11,627 17,826 -35%

Admin and Office 19,723 27,637 -29%

Education 12,751 19,278 -34%

Sales 14,337 19,624 -27%

Type of Job
October 2020 
Open Jobs

October 2019 
Open Jobs

% Decline 
During 
COVID-19

Source: Glassdoor Economic Research (glassdoor.com/research)
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https://www.glassdoor.com/Job/audiologists-jobs-SRCH_KO0,12.htm
https://www.glassdoor.com/Job/event-coordinators-jobs-SRCH_KO0,18.htm
https://www.glassdoor.com/Job/product-demonstrators-jobs-SRCH_KO0,21.htm
https://www.glassdoor.com/Job/opticians-jobs-SRCH_KO0,9.htm
https://www.glassdoor.com/Job/chef-jobs-SRCH_KO0,4.htm
https://www.glassdoor.com/Job/executive-assistants-jobs-SRCH_KO0,20.htm
https://www.glassdoor.com/Job/beauty-consultants-jobs-SRCH_KO0,6_KE7,18.htm
https://www.glassdoor.com/Job/valets-jobs-SRCH_KO0,6.htm
https://www.glassdoor.com/Job/stylists-jobs-SRCH_KO0,8.htm
https://www.glassdoor.com/Job/coach-jobs-SRCH_KO0,5.htm
https://www.glassdoor.com/Job/brand-ambassadors-jobs-SRCH_KO0,17.htm
https://www.glassdoor.com/Job/pet-groomers-jobs-SRCH_KE0,12.htm
https://www.glassdoor.com/Job/physical-therapists-jobs-SRCH_KO0,19.htm
https://www.glassdoor.com/Job/intern-jobs-SRCH_KO0,6.htm
https://www.glassdoor.com/Job/professors-jobs-SRCH_KO0,10.htm
https://www.glassdoor.com/Job/hr-generalists-jobs-SRCH_KE0,14.htm
https://www.glassdoor.com/Job/accounts-payable-specialists-jobs-SRCH_KO0,28.htm
https://www.glassdoor.com/Job/receptionist-jobs-SRCH_KO0,12.htm
https://www.glassdoor.com/Job/instructors-jobs-SRCH_KO0,11.htm
https://www.glassdoor.com/Job/sales-managers-jobs-SRCH_KO0,14.htm
https://www.glassdoor.com/Job/accountant-jobs-SRCH_KO0,10.htm
https://www.glassdoor.com/Job/account-executive-jobs-SRCH_KO0,17.htm
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Some Jobs Surge Ahead During COVID-19

While hiring is down during the pandemic, some employers in 

e-commerce, health care and other front-line industries will likely 

continue to ramp up hiring in 2021. For example, warehouse worker 

job postings were up 174 percent from a year ago in October on 

Glassdoor; similarly, registered nurse jobs were up 51 percent 

during COVID-19. 

To help match candidates with these rising areas of hiring, 

Glassdoor launched a “COVID-19 Hiring Surge Badge” in 2020 that 

helps boost efficiency in the job market by letting companies signal 

to America’s unemployed workers that they’re hiring and have 

strong demand for talent.

New tools from Glassdoor help match unemployed 
workers to companies hiring during COVID-19

Source: Glassdoor

The Road Ahead Looks Different

We expect the economy to continue healing in 2021 with steady 

job gains as COVID-19 is brought under control and cities begin to 

return to pre-pandemic normal life. However, history shows that 

when the U.S. economy exits a recession it’s often permanently 

changed. The mix of jobs, technology, attitudes toward risk and 

consumer preferences is often altered permanently after a major 

recession. This time is likely to be no different. 

We expect to see big shifts in employee attitudes in 2021 and 

beyond, with a greater emphasis on stability and predictability. 

With many in-person workplace perks like catered lunches and 

employee events abandoned during COVID-19, we foresee a trend 

toward benefits packages beefing up retirement savings and 401(k) 

matches, improved health plan offerings and permanently up-

leveled remote work and flexible hours options. 

Past research shows the most important benefits to workers are 

health insurance, 401(k) matches and paid time off. In the wake of a 

global pandemic and sudden recession, that focus on security, safety 

and fundamental work benefits is likely to be amplified for years to 

come.

https://www.glassdoor.com/Job/warehouse-worker-jobs-SRCH_KO0,16.htm
https://www.glassdoor.com/Job/registered-nurse-jobs-SRCH_KO0,16.htm
https://www.glassdoor.com/employers/blog/covid-19-glassdoor-product-update/
https://www.glassdoor.com/research/how-50-benefits-correlate-with-employee-satisfaction/
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Making predictions about tomorrow's job market is an exercise 

inherently fraught with peril. The combination of a global pandemic, 

severe recession, widespread social unrest and a highly polarized 

national election has left experts more in the dark than usual about 

what comes next in 2021. 

But one thing is certain: The world of work is facing a turning point 

in 2021. After a tumultuous year, we already appear to be in the 

midst of a rapid economic recovery. But until COVID-19 is brought 

under control, the global pandemic will remain in the driver’s seat 

with workers and employers merely along for the ride. 

Today’s challenges at work understandably have sparked anxiety 

about jobs and the future of the U.S. economy. But they also present 

opportunities to do better — to rethink how we organize work, what 

we value as workers and employers, and to find common ground 

that will help us heal together and rebuild in 2021 and beyond. 

We hope this report has provided some inspiration about what’s 

possible in the world of work once COVID-19 is behind us, as well as 

a playbook for reimaging what it means to be a great workplace in 

2021 and beyond.

 
Conclusion
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Source GSMA Intelligence, ourworldindata.org

Second spikes in the US and Europe have driven Covid-19 
to a case count that is 160× the February toll
Counts indexed to values in February 2020

• The arrival of a global pandemic could hardly 
have been a more inauspicious welcome to the 
new decade.

• Since the original outbreak and early infection 
figures from Wuhan in January, the outbreak has 
shifted west and then south to register a total of 
63 million infections (as of the end of November), 
equivalent to 1 in every 100 people worldwide, 
and nearly 1.5 million deaths.

• Aside from the obvious public health crisis, 
Covid-19 has induced drastic economic 
restrictions across the world. The IMF forecasts 
global GDP will drop 4.4% in real terms in 
2020, although the rate will be worse in many 
countries, with far-reaching consequences for 
unemployment.

• There is, at last, some light at the end of the 
tunnel following read-outs from multiple vaccine 
trials. Pending distribution (itself a monumental 
challenge, particularly in developing countries 
with less mature health systems), a slow recovery 
should begin to take hold in mid-2021, though 
with still unknown and potentially long-lasting 
impacts on how people socialise and work.

A shock to the world at large

Positive cases Deaths
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Figures for cases and deaths are per month worldwide and expressed relative to their respective values for 
February 2020.
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Source GSMA Intelligence, IMF World Economic Outlook (October 2020)

Aggregate change in 2020 versus pre-pandemic 
levels in 2019
Five worst-hit countries*

• Because of its consumer-facing nature, the telecoms sector 
behaves cyclically relative to the economy. Precedents – most 
recently the 2008 financial crash – suggest that the impact 
compared to that on GDP in a recession is less severe and 
lags by 3–6 months.

• A lot, however, has changed since 2008, when the iPhone 
had barely arrived and 4G did not exist. Smartphones 
are now ubiquitous, LTE is widespread (or on the rise in 
emerging markets) and businesses are undertaking digital 
transformation, powered by cloud capacity and low-latency 
networking (including 5G). In short, mobile and fixed 
networks are more in demand than they used to be.

• Among the five most affected countries (in terms of deaths), 
the hit on mobile revenue has been about half that on GDP 
in high-income countries (the US and UK are shown in the 
chart). This is worse than tech and internet groups such as 
Google and Facebook but far better than retail, travel and 
hospitality.

• The same relationship is not true in many developing 
countries, where the absence of fixed line infrastructure 
makes mobile the default – often only – means of accessing 
the internet. Combined with ongoing 4G adoption, this 
means mobile revenue growth has outperformed the 
economy by a much wider margin.

Telecoms takes a hit but the impact is less severe 
than on the broader economy

Real GDP Mobile revenues

-2.5%

-5.4%

2.0%
0.6%

17.6%

IndiaMexicoBrazilUKUS

-4.3%

-9.8%

-5.8%

-9.0%
-10.3%

*Ranked by deaths from Covid-19 as of 30 September.
Revenues = 9 months to September versus same period of 2019. GDP = forecasts for 2020 
versus 2019.
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Source GSMA Intelligence, AT&T

The Covid-19 impact has focussed on roaming, 
handsets and enterprise

• While Covid-19 has impacted revenues for many sectors, 
for telcos – which have multi-faceted business models – it is 
important to understand which parts of the business have 
been most exposed.

• Based on reporting from AT&T, Telefónica, Telecom Italia 
and a handful of others, we are able to discern the negative 
financial impact directly associated with Covid-19, which 
has averaged 4–8% of overall revenues. Put differently, this 
means Covid-19 has shrunk the operator business by 4–8% 
than would otherwise have been the case.

• There is also general uniformity in the impact being 
concentrated in a loss of roaming business (reduced 
travel), lower handset upgrades (retail store closures), 
and discounts and payment holidays afforded to business 
customers facing lost revenue or even bankruptcy as 
a result of social distancing. By contrast, actual service 
revenues have held up fairly well.

• AT&T is perhaps the largest converged telco in the world. 
Its reporting indicates the vulnerability of media licensing, 
where cinema closures have exacerbated the direct-to-
consumer distribution shift being executed by Netflix, 
Amazon and Disney.

Breakdown of Covid-19 impact on revenue for AT&T 
Q2 2020. Figures are expressed as a share of overall revenue for the same period of 
the prior year (Q2 2019).

Total Covid-19
impact

Latam, Forex
and other

Wireless  -
handsets

Wireless -
service

Warner Media

-6.9%

-1.0%

-0.6%

-1.1%

-4.1%
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Source GSMA Intelligence analysis, based on SpeedtestIntelligence® data provided by Ookla®

Prevailing network performance has more than held up
Spain data

• The working-from-home phenomenon combined with in-
home entertainment as a result of social distancing has led 
to a huge, sustained rise in data traffic, mostly over fibre but 
also mobile.

• Zoom has become a household name but this, of course, 
would not be the case without robust networks.

• Network performance has held up across the board for 
consumers and in aid of hospitals and medical professionals.

• The pandemic has therefore brought the systemic 
importance of scaled network infrastructure into sharp relief.

Network resilience has been an out and out positive

Mobile Fixed

Download speed (Mbps) Upload speed (Mbps) Latency (ms)
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Market valuations shift: the short versus long term
• While it is simplistic to label different 

sectors or companies as winners 
or losers of the pandemic, shifts in 
stock market valuations are a proxy 
of the relative Covid-19 financial 
impact and potential longer term 
implications for different sectors.

• Zoom has become the poster child 
of 2020 as the go-to platform for 
people and businesses seeking to 
maintain contact. By contrast, retail, 
tourism and airlines have been 
devastated; Marriot and IAG (owner 
of British Airways) have lost around 
80% of their value.

• Telecoms is down by a quarter but 
is relatively resilient, underscoring 
the value of reliable connectivity. 
As a cyclical sector, it will recover in 
line with the wider economy in 2021. 
Longer term prospects depend on 
a renewed growth story from 5G, 
particularly in enterprise, which will 
take time to judge.

Source Yahoo Finance, GSMA Intelligence

Share price change since the beginning of 2020 
Indexed
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+628% Zoom
Full path not shown
due to scale

+56% Netflix

+55% Apple

+29% Google

-14% Disney

-28% Telecoms sector
(FTSE all world index)

-31% Marriott Hotels

-75% Carnival Cruise Lines

-82% IAG

Figures are expressed relative to share price on 2 January 2020.
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Source company figures and GSMA Intelligence
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Services beyond core include a range of 
B2C and B2B services, such as pay TV, 
media and advertising, IoT, cloud, 
security, financial and lifestyle services, 
and solutions for vertical industries.

Revenue beyond core as a percentage of total revenues, 2019• Developing new revenue streams 
beyond the sale of fixed and mobile 
connectivity has for several years 
been a focus for many groups in an 
effort to restart growth and counter 
the effects of commoditisation.  

• Our latest analysis suggests services 
beyond core account for between 
10% and 40% of total revenues, and 
just over 20% on average for the 
largest groups – a rise from 17% 
in 2017. 

• Growth is organic for most, but 
large-scale M&A has provided 
a significant boost to AT&T 
(TimeWarner) and Softbank (Yahoo 
Japan), as evidenced by their higher 
shares.

Services beyond core have reached an average 
of 20% of total revenues for major operators

Selected operator groups (consolidated figures).
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Source GSMA Intelligence
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• Mobile/broadband revenue 
growth is heavily constrained by 
competition and the economic 
environment. As a result, it remains 
in low single digits or negative 
territory for much of the sector.

• Services beyond mobile and fixed 
connectivity are growing much more 
quickly but from a smaller base, 
making it harder to effect overall 
growth. 

• Turkcell is a standout exception; it 
has re-engineered itself into a digital 
telco. Its overall performance now 
almost directly tracks its success in 
digital services.

Scale remains the challenge to moving the needle 
on overall growth

Data is for 2019

Trying to shift the growth drivers
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Source company figures and GSMA Intelligence

R
ev

en
ue

 b
ey

on
d 

co
re

 (y
oy

 g
ro

w
th

)

Revenue beyond core (as % of total revenue)
AT&T Operators in Japan and South Korea Operators in China Turkcell

China Unicom 

Turkcell

AT&T

China
Mobile 

Softbank

5% 15% 25% 35% 45%

-10%

0%

10%

20%

30%

40%

 
 

• AT&T is the largest outlier; it spent 
$150 billion acquiring DirecTV (2015) 
and Time Warner (2018).

• Operators in Japan and South Korea 
lead on diversification, targeting the 
digital consumer through a range of 
lifestyle and financial services.

• China leads on growth, driven by IoT 
and B2B solutions, and backed by 
the government’s ambition to make 
China a leading country in high-tech 
industries.

• Turkcell is a benchmark (with strong 
diversification and high growth). 
It provides one of the broadest 
portfolios of digital services.

There’s no ‘one size fits all’ approach to growing 
revenue beyond core services

2019 data. Bubble size reflects 2019 revenue beyond core.

Scale versus growth 
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Source GSMA Intelligence Operators in Focus Survey
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Which sectors do telecoms operators see as the largest revenue 
drivers for services beyond connectivity over the next five years?

• B2B is the incremental opportunity in the 5G 
era considering the raft of digital transformation 
projects under way in a number of industries. 
However, this is a highly competitive arena, with 
cloud majors (AWS, Microsoft and Google), SaaS 
providers and IT consultancies such as Accenture 
all in the game.

• IoT was the first attempt to drive vertical-focused 
strategies. 5G will likely lead to a step-change in 
how operators approach verticals. The almost 
$1 trillion in 5G network investment expected 
globally to 2025 adds further pressure to find 
new B2B revenue opportunities.

• Operators around the world see manufacturing 
as the largest B2B revenue opportunity going 
forward. While manufacturing is widespread, for 
other industries, variations exist; these reflect 
differing levels of importance to local economies 
(e.g. agriculture and mining in Latin America,  
oil & gas in the Middle East and Africa).

There is a consensus that 5G must monetise 
enterprise verticals

Scores reflect where a given sector was ranked 1st or 2nd in revenue potential by operators (n=100).
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Source GSMA Intelligence

Live commercial 5G network Planned commercial 5G network

• Despite the global pandemic and associated 
economic constraints, new 5G networks continue 
to be launched.

• Following a slowdown in January and February, 
the pace from March 2020 has held steady at 
eight new 5G networks per month. This is up 
from fewer than six per month for the same 
period in 2019.

• As a result, there are now 113 operators with a 
5G network across 48 countries. These operators 
collectively account for 40% of the global mobile 
subscriber base, presenting a large addressable 
audience.

• India has notably delayed its spectrum auction 
to 2021. In several other countries, however, the 
opposite has happened, with regulators freeing 
up spectrum to ensure people have connectivity 
at a time of heightened demand.

• Launches so far have been concentrated in more 
mature markets, led by China, South Korea and 
the US. However, developing markets are now 
entering the 5G era – even if scale is minimal. 
Prominent examples include South Africa (MTN 
and Vodacom) and Brazil (Claro).

5G network rollouts continue unabated

Data as of 30 September 2020
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Source GSMA Intelligence

5G capex efficiency
$ per year, 2020-2025
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• While we are yet to see 5G become mainstream, new 
networks and declining handset prices will drive adoption 
over the next year and beyond. The new 5G iPhone 12 will play 
a major part.

• Globally, we forecast operators will spend 80% of sector 
capex ($890 billion) on 5G networks over the next five years, 
reaching 45% population coverage.

• There is an uneven regional skew to this distribution. One 
way of measuring this is to express capex relative to the 
anticipated customer base size. On this measure, the US is 
by far ahead of everyone else; this bodes well for quality and 
coverage but sets a high bar for the pricing premiums needed 
to recoup the investment. By contrast, Asia (mostly China) is 
much lower.

5G investment and the link to RoI
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Source GSMA Intelligence Network Transformation Survey 2020
Asia Europe Americas

0%

10%

20%

30%

40%

50%

60%

NA / no plansAfter 2022Between
2021 and 2022

Between
2020 and 2021

20202019

Considering your 5G network assets and strategy, when do you 
plan standalone 5G?
Percentage of operators

• Much of the enterprise opportunity for 5G will 
rely on standalone networks being installed for 
low-latency capabilities.

• Our survey of mobile operators points to 2021 
as the tipping point year for launching live 
standalone networks. This has moved forward, 
reflecting the urgency of having infrastructure in 
place to service enterprise clients being wooed 
by vendors and cloud companies.

• As with non-standalone builds tethered to LTE 
masts so far, China and the US will be the global 
leaders in standalone networks (China already is, 
as it has used the architecture from the start).

• European operators are also in the game, 
particularly in the Nordic region, which is seeing 
a mini industrial revitalisation take place with 
operators, vendors and enterprise conglomerates 
from manufacturing acting as an ecosystem to 
roadtest and launch 5G industrial applications.

The timetable for standalone networks has been 
brought forward
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Source GSMA Intelligence

Assignments planned Assignments completed and planned Assignments completed

The state of play for 5G spectrum is mixed
• As of Q3 2020, ‘new’ spectrum 

specifically earmarked for 5G had 
been assigned in 35 countries. 
The remaining countries are either 
waiting on auctions or redeploying 
existing bands for 5G use.

• While the mid-band of 1–6 GHz 
has been most popular (50% of 
operators that have been assigned 
spectrum), sub-1 GHz and above 
6 GHz have accounted for 20–
30% each, underscoring a broad 
distribution.

• This portends a more heterogeneous 
era of deploying 5G networks. 
It could even apply to a single 
operator, which may deploy 5G 
in cities on mmWave while the 
suburban/rural footprint relies on 
coverage spectrum below 1 GHz.

Data as of 30 September 2020
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mmWave (27 GHz +) 700 MHz Dynamic spectrum sharing
• Where capacity requirements are high, such 

as in city centres in Europe, North America 
and China, mmWave will be used to provide a 
cost-effective solution for high-speed, low-
latency 5G.

• Despite the advantages, there are limitations 
including signal loss, the high number of 
cell sites required to provide coverage 
comparable to lower band frequencies, and 
difficulties with indoor penetration.

• Consequently, low and mid-band 
frequencies will remain first choice for most 
consumer use cases in the early phases of 
5G rollouts.

• This band helps reach wider geographic 
areas once city and suburban areas are 
covered.

• It is currently used for TV transmission, 
especially in Europe. Many countries are 
now working to free the spectrum to allow a 
transition to 5G mobile services.

• Spectrum auctions for 700 MHz are targeted 
to take place late in 2020 or early 2021.

• Dynamic spectrum sharing (DSS) allows 
mobile operators to use the same spectrum 
band for different radio access technologies 
such as 4G and 5G.

• Sixteen mobile operators in 10 countries 
have launched 5G using DSS.

• These can be classified into two groups:

 – Operators that want to deploy 5G but do 
not have access to ‘new’ 5G spectrum.

 – Operators with access to 5G spectrum 
but want to achieve greater coverage (by 
deploying DSS in low or mid bands).

Pursuing new spectrum frontiers and technologies

Examples

Verizon US

T-Mobile US

AT&T US

NTT Japan

Examples

AT&T US

T-Mobile US

Vodafone Germany

KPN Netherlands

Examples

Claro Brazil

China Unicom China

China Telecom China

Verizon US
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Source GSMA Intelligence Network Transformation Survey 2020

Revenue generation is driving network 
transformation strategies

• As operators plan their network investments, 
they must prioritise (potentially) competing 
objectives: keeping capex and opex costs in 
check, improving the experience delivered to 
customers and generating new revenues. Other 
priorities that play a role in decision making 
(such as social welfare and regulation) can be 
considered within the same framework.

• These can also be grouped into two broader 
categories: making money and saving money. 
This helps frame the way operators are thinking 
about their networks and decisions.

• Across most regions, the making money 
component is the more important priority.

• These are, of course, not mutually exclusive 
objectives and both are important. The 
revenue priority reflects the new-found ways of 
monetising network assets in B2B settings (such 
as slicing and low-latency IoT) and, more broadly, 
the need for renewed growth to pay back 5G 
investments.

Americas

MEA

Europe

Asia Pacific

Saving on
opex costs

Saving on
capex costs

Generating
new revenues

Improving
customer experience

12%

28%

17%

21%

28% 28% 32%

56% 17%

28% 33% 22%

13% 41% 26%

Primary goal of network overhaul (operator survey)
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Source GSMA Intelligence Network Transformation Survey 2020
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New suppliers and open technologies are critical 
to operator network plans

• While making money may be 
the primary goal of network 
transformation efforts, it is not 
immediately evident in how 
telcos view the introduction of 
new suppliers and open network 
technologies; both rank as 
important, with less than 20% 
indicating the opposite. Engaging 
new network suppliers is often 
positioned as a means to drive 
competition and supply-chain 
diversity, which will (in turn) keep 
overall network deployment and 
operations costs in check.

• The same is often said of open 
network technologies – including 
open RAN; solutions based on 
these technologies promise lower 
operations and (eventually) lower 
acquisition costs.

How important is it to introduce open technologies and new suppliers 
into your network? (Operator survey)
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Source GSMA Intelligence Network Transformation Survey 2020

25%

32%

22%

15%

6%

Very likely Somewhat likely Neither likely nor unlikely Somewhat unlikely Very unlikely

5G acts as a catalyst for bringing new suppliers 
and technologies into the network

• One way to explain the importance of engaging 
new vendors and leveraging open network 
technologies, despite the strategic focus on 
making money, is to frame it within the context 
of 5G launches. 

• As a new technology generation, 5G provides 
operators with an opportunity to evolve or 
even dramatically transform the way they build 
networks. The timing of 5G also aligns with 
the availability and commercialisation of open 
network technologies. Open RAN provides an 
example of a technology potentially helped 
by 5G timing but with massive application to 
previous generations of mobile tech too.

• Although 5G represents a break from previous 
technology generations, it also provides 
impetus to source network technologies and 
services from a broader set of suppliers. From 
a timing perspective, many of these will be 
linked to a concomitant focus on open network 
technologies as well as politically driven supply-
chain considerations.

How likely are you to use 5G to introduce new vendors into  
your network? (Operator survey)
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Source GSMA Intelligence Network Transformation Survey 2020

Moving from monolith to modular
• Another way to consider the 

prioritisation of network vendor 
diversity and open network 
technologies is through a direct link 
to revenue generation and customer 
experience.

• When suppliers are added to 
networks, the products mostly likely 
to be procured include the service 
core (service-enabling infrastructure) 
and billing/operations. Beyond 
competition that keeps costs down, 
new vendors are seen as important 
to drive the making-money part of 
operator strategies.

• The link between making money and 
open networking technologies is less 
direct, but still real. If virtualisation and 
cloud are considered as part of the 
move towards ‘open’ (since platforms 
and functions can be disaggregated), 
operators see open as a way to 
accelerate service introductions 
and potentially drive new service 
combinations. Open RAN could in turn 
unlock new business opportunities 
by enabling new ways of building 
networks.

Packet core

Transport

Radio access network

Billing and operations

Service core

Very likely Somewhat likely Neither likely nor unlikely Somewhat unlikely Very unlikely

19% 30%

32% 28%

24% 41%

33% 38%

41% 32%

In engaging new network vendors, which types of products are you most 
likely to procure? (Operator survey)
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Public network Public network with SLAs Public network 
with slicing

Public network with 
local infrastructure

Private network 
(operator spectrum)

Private network 
(non-operator spectrum)

• Efficient use of 
infrastructure and 
spectrum

• Mobile edge 
computing within 
public network

• Operator expertise 
and spectrum 
portfolio

• Superior customer 
support and SLAs

• Network resources 
dedicated and 
customised

• Higher data 
isolation, security 
and privacy

• Dedicated network 
equipment

• Choices regarding 
localisation of data/
control

• On-site mobile edge 
computing

• Isolated network 

• Managed service or 
leasing of spectrum

• Customised design, 
operations and 
deployment

• Direct responsibility 
for spectrum access 
and usage

• Independent 
design, operation, 
procurement and 
radio plan

Less customisation 
Less control 
Lower cost

More customisation 
More control 
Higher cost

• Private wireless networks are delivered in diverse forms – with 
varying levels of infrastructure managed by the operator or 
enterprise. This disaggregation of control further feeds into 
the opportunity to leverage open network technologies and 
new vendors supporting different functions. 

• For prospective enterprise customers, these options entail 
trade-offs centred on cost versus the level of service 
customisation. Use of an operator’s main public network, for 
example, generally offers a cheaper means of connectivity 
and some advanced features such as edge computing 
capacity. However, this network access competes with 
everyone else also using it, so service reliability may not be 
guaranteed such that it would be in a private deployment, 
for which a premium is paid. 

Private networks sit on a scale of customisation, 
control and cost

Source GSMA Intelligence and GSMA IoT programme
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Source GSMA Intelligence Operator Enterprise Survey 2020

Latin AmericaMEANorth AmericaEuropeAsia Pacific

70%

90%
88%

80%

100%

Using LTE as a springboard to 5G
Share of mobile operators offering private wireless networks
By region

• As operators search for new revenue 
sources, private networks have 
become a near-universal offering 
across all regions.

• Around 20% of enterprises believe 
they need location-specific coverage 
(private networks). While this is 
a marginal share of the market, 
it represents a large number of 
individual enterprises and a major 
revenue opportunity – especially since 
more than 80% of those that need this 
coverage indicate a willingness to pay.

• However, as much as private wireless 
networks could drive new operator 
revenues, the opposite could also 
come to fruition should enterprises 
wish to build and/or operate their own 
networks in, for example, industrial 
campus or factory settings.

• It will be incumbent on operators to 
augment their offers with service as 
well as network capabilities to work 
in partnership with business clients 
rather than merely as connectivity 
suppliers.
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Least suitable Fairly suitable Mostly suitable  for rural broadband connectivity

Broadband 
technology

Max download 
speed Speed Latency Reliability Economics Coverage Notes Examples

FTTH 40 Gbps
Benefits: future proof, business grade  
Drawbacks: capital and labour intensive

CityFibre (UK), 
Fastfiber 
(Portugal)

GEO satellite 30–50 Mbps
Benefits: ubiquity, end-user cost 
Drawbacks:  low throughput, climate 

interference, high setup capex

Hughes, 
Iridium

LEO satellite >400 Mbps
Benefits: ubiquity, high throughput 
Drawbacks:  high setup capex, unproven 

technology and business model

Space X, 
OneWeb, Telesat, 
Amazon

5G FWA 100–900 Mbps
Benefits: ubiquity, low cost 
Drawbacks:  line of sight, climate interference, 

spectrum-dependent 
Operators

• Open RAN’s coming of age has dominated much of the 
network agenda in 2020. However, one should not lose sight 
of parallel developments in rural broadband.

• Despite fixed broadband coverage being prevalent in 
high-income countries, availability in the final 10% of rural 
households remains stubbornly low.

• This is an economics issue. Passing fibre, for example, in urban 
or suburban areas costs roughly £500–700 per premises 
but this can be 5–10× higher for the final 10% of households, 

deterring most companies from doing so (leaving consumers 
to pay exorbitant satellite prices).

• A range of new entrants using different technologies and 
business models have come in to alleviate this problem, 
including fibre wholesalers, new satellite operators and the 
potential use of 5G fixed wireless access.

• Each approach has trade-offs, and we expect all to be used 
to a greater or lesser extent. Serving rural populations will 
require partnership approaches, with few going it alone.

Rural broadband is a further area of growing 
competition

Source GSMA Intelligence
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Source IoT connections forecast: the impact of Covid-19, GSMA Intelligence 

Short-term disruption from Covid-19; long-term 
upside potential

• Total IoT connections will double 
between 2019 and 2025, reaching 
24 billion. However, we have cut our 
forecast for 2020 as a result of the 
pandemic and cost pressures in the 
SME and corporate markets.

• The consumer IoT market looks 
relatively resilient in the long term as 
few people give up connected devices 
(even if usage falls). Connected 
vehicles are most exposed due to 
slowdowns in new car sales and 
increasing use of ride sharing, public 
transportation and working from 
home.

• Business sector IoT volumes are more 
exposed as a result of the economic 
slowdown from the pandemic. Cities 
and building operators will be the 
most negatively affected, followed 
by utilities. The current crisis will also 
reshape retail, manufacturing and 
health. 

December 2019 update May 2020 update

2025202420232022202120202019

1.8×

-2%

-4%

13.1bn

24bn

Covid-19 will dent IoT connection volumes in the near term 
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• The impact of the 2020 slowdown will reverberate over the 
longer term more in spending than volumes. As a result, 
while global IoT revenues will triple by 2025, this is 20% lower 
($200 billion) than what it would have been without the 
pandemic.

• Most of the competitive intensity is focussed at the 
application and analytics layer of the IoT value chain.

• Conversely, commoditisation is the reason for connectivity 
shrinking to just 5% of the value chain. Operators have been 
expanding their capabilities beyond connectivity to capture a 
larger proportion of the overall market.

The pandemic wipes out $200 billion of IoT revenues 
by 2025

IoT revenues will triple by 2025 Connectivity needs to be bundled with services
Percentage of total IoT revenues

$906bn

Previous forecast Current forecast
20252020

2.6×

$381bn

-9%

-18%

Connectivity Applications, platforms and services Professional services

63%

70%
67%

12%
9%

5%

25%
20%

28%

202520202015

Source IoT revenue: state of the market 2020, GSMA Intelligence
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• The majority of enterprises’ IoT deployments remain small, 
though the average deployment size has increased since 2018. 
The smaller scale reflects the fact that smaller enterprises 
tend to deploy fewer devices.

• It may also reflect technical and integration challenges 
associated with installing IoT services – areas not talked about 
in the early part of the hype cycle when the focus was on 
idealised prospects for transformation.

• Based on our most recent survey of IoT purchasing managers, 
this is most evident in public sector organisations. By 
contrast, transport and warehousing experienced the most 
positive shift in attitudes.

Shifting from hype to reality

IoT decision makers’ attitudes towards IoT are  
getting real…

…as deployments get larger and more complex
Percentage of enterprises with active IoT deployment

IoT will be transformational
to my company and industry

IoT will improve but not transform
my company and industry

IoT will not have any significant 
e�ect on my company or industry

IoT could be transformational
to my company and industry, but
the technology is not there yet

0
20202018

16%

36%

44%

4%

10%

39%

49%

2%

< 500 IoT devices > 500 IoT devices

20202018

63%
77%

37%
23%

Source GSMA Intelligence Enterprise in Focus Survey 
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• As more devices touch enterprise systems and use cases 
expand, deploying IoT is getting tougher. The top three 
challenges still centre on integration, security and data 
privacy, and cost 

• Employee/internal resistance has grown markedly, reflecting 
the fact that education on the benefits of IoT has to extend 
beyond C-level.

Challenges remain around integration, security 
and cost  

Top three challenges among enterprises remain the same, with employee resistance on the rise
Percentage of enterprises with active IoT deployment

2018 2019 2020

None of theseUnclear RoIA lack of
in-house skills

Employee/
internal resistance

Cost of
implementation

Security and data
privacy concerns

Integrating with
existing technology

53%
50%

47%

40%
38%

27%

2%

Source GSMA Intelligence Enterprise in Focus Survey
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Source GSMA Intelligence Enterprise in Focus Survey

Compliance is moving up the agenda
• Saving money and making money 

are still the two main motivators for 
installing IoT devices.

• The revenue goal has become more 
pressing over the last two years as 
organisations seek to recoup their 
investments, and better analytics 
capabilities help with targeted sales 
(e.g. faster delivery times for logistics 
firms).

• The biggest change has been a 
rise in deployments to comply with 
regulation. This is particularly the 
case in sectors requiring rigorous 
tracking, such as with utility meters for 
residential and commercial premises.

2018 2020

Cost saving 85% 65%

Revenue generation 58% 68%

Regulatory compliance 31% 53%

Measuring success of IoT deployments: compliance on the rise
Percentage of respondents
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Source GSMA Intelligence Consumers in Focus Survey

5G waits for prime time
• One year on from the first 5G launches in 2019, 

results and indications are mixed. Actual take-
up levels are hard to ascertain because few 
operators (under 5% with live services) have 
reported 5G subscriber numbers with any level 
of consistency. Adoption has reached 15% of the 
customer base in South Korea and is growing at 2 
pp per quarter. NTT Docomo in Japan is the only 
other comparator but its take-up is much lower 
at 0.5%.

• Upgrade intentions have increased, likely helped 
by falling handset prices and marketing efforts. 
Our survey data of consumers in the US, Europe, 
Japan and Australia suggests 37% of people 
intend to upgrade to 5G, compared to 30% in 
2019.

• The survey was carried out before the new 
iPhone 12 was announced in October, which is the 
single biggest change factor. Can Apple generate 
a halo effect that extends beyond its own loyal 
and lucrative customer base?

• 5G still ranks low on the list of features 
consumers look for in a new phone, with new use 
cases failing to impress: only 20–30% find ultra 
HD video streaming, improved gaming, or sports 
stadia applications appealing. For the time being, 
the basics matter the most.

Reported disclosure No reported disclosure

4

109

Foldable screen

Larger screen size

Ability to connect to 5G

Camera quality

Durability

Battery life

7%

23%

24%

48%

61%

71%

5G subscriber reporting is minimal
Of operators that offer 5G

Most people just want their phones to do the basics well
What features are most important to you in your next phone purchase?

N=5,254, average of Australia, UK, France, 
Germany, Italy, Poland, Japan and US
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Source GSMA Intelligence Consumers in Focus Survey

Watch out for gaming
• Gaming has emerged as a promising early 5G use case. 

This is an offshoot to the wider console offerings that have 
pivoted to a streaming model.

• Worldwide, 2 billion people game on a monthly basis – a 
huge group at face value. However, the vast majority (90%) 
are casual smartphone gamers and spend little or no money 
on it. Other media markets provide a realistic size estimate. 
Netflix, Spotify and Apple Music have all converted 5–7% of 
their addressable market into paying subscribers. If gaming 
were to do the same, this would imply around 150–200 
million customers paying for some type of streamed or cloud 
gaming service.

• Microsoft, Sony, Apple, Google (via Stadia) and even Amazon 
and Facebook have made significant investments in mobile 
gaming over the past year. The 5G dimension comes in by 
offering low latencies that can permit multi-player modes and 
play in transit (such as while commuting).

• A number of mobile operators now offer gaming 
subscriptions as a bolt-on to 5G mobile tariffs (e.g. Vodafone 
UK and T-Mobile US), recognising that gamers are more 
technophile in nature and more likely to upgrade.

• There is also growing interest in e-sports (live gaming), for 
which 5G slices or private networks are well suited. The 
pandemic has put this on hold, but we expect interest to 
return in 2021.

JapanGermanyFranceUSAUKAustraliaItalyPoland

39%
40%41%

48%
50%

53%

58%
60%

21%

26%25%

38%

32%

37%38%37%

Average 5G upgrade intent Smartphone gamer 5G upgrade intent

Gamers are more likely to upgrade to 5G

Smartphone gamers include people who pay for gaming (one-off or with a subscription) 
and those who play without any spend.
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Source GSMA Intelligence Consumers in Focus and Operators in Focus Surveys

Pandemic accelerates shift away from stores, 
but old habits die hard

• Retail has, of course, been a casualty of Covid-19. 
Operators are not retailers as such but, like 
others, have had to temporarily close stores in 
line with social-distancing rules.

• With 35–40% of handset sales for operators still 
going through retail outlets, the restrictions have 
had a detrimental impact on upgrade volumes 
and handset revenues.

• The shift to online has long been a priority for 
the industry as a cost-saving measure and to 
counter competition from third parties (Best 
Buy, for example) whose commission eats into 
profitability. Covid-19 is likely to accelerate this 
change.

• However, the change may happen more slowly 
than one might think. Nearly 50% of consumers 
say they still intend to get their next handset 
from a store – operator or third party. This is in 
line with lengthening smartphone replacement 
cycles and suggests people may be prepared 
to wait to see/test out a new phone rather than 
price compare online.

Operator – in store Operator – online Other retailer – in store Other retailer – online Other

Where do consumers intend to get their next handset?Distribution of operator handset sales

25%

16%

22%

27%

36%

33%

13%

13%

Handset distribution and purchasing still favour stores
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0.0

0.1

0.2

0.3

0.4

0.5

Harmony
addressable share

Potential churn
from Android and Apple

Base Harmony
uptake

46%

18%

28%

Huawei Samsung Apple Other Android

0%

20%

40%

60%

80%

100%

North AmericaLatin AmericaEuropeChina

9%15%
33% 2%

• Aside from the new 5G iPhone, an 
interesting dynamic in the handset 
market has been Huawei’s steady 
rise. It now accounts for 15% of the 
smartphone base in Europe and is 
similarly rising in the Middle East and 
South America, where it can undercut 
Samsung.

• Huawei’s new OS (Harmony) is a further 
challenge to the status quo. This is a 
strategic move to counter US sanctions 
that limit its ability to use Google services 
that are the mainstay of Android. In 
China, there is a sizeable addressable 
audience that could switch to Harmony 
provided developers flock to the 
platform, with the potential to reach up 
to 46% of new phone purchases in 2021.

• Harmony will be a harder sell outside 
China without a full suite of Google 
apps – but that’s less pressing. The 
company is likely to continue to be 
aggressive on 5G handset pricing, 
which would be further helped if it can 
successfully orchestrate domestic chip 
supply.

Source GSMA Intelligence Consumers in Focus Survey

Harmony OS could take more than 45% of China 
smartphone sales  
Share of likely smartphone buyers in 2021

 
Market share by region

Huawei offers a third way
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GROWINGDECLINING

0 2
Increase or decrease in pay-TV adoption between 2020 and 2025 (pp)

4 6 8 10 12

Argentina

Romania

Bulgaria

Portugal

India

Indonesia

Spain

Finland

-25 -20 -15 -10 -5 0

Poland

Brazil

Norway

Netherlands

Sweden

Germany

USA

Denmark

62%

15%

81%

85%

99%

68%

46%

59%

86%

117%

75%

106%

51%

24%

39%

96%

Pay-TV penetration 2025Pay-TV penetration 2025

• The unfettered rise of Netflix, Amazon and other 
streaming services at the expense of pay TV and 
linear broadcast is well documented.

• This has particularly been the case in the US, 
where cord cutting continues and cord ‘nevers’ 
become a larger slice of the population; by 2025, 
less than half of households will have a pay-TV 
package. Of those who do, many are likely to be 
on lower value ‘skinny’ bundles.

• While the rise of Netflix makes it tempting to 
conclude cord cutting should be happening 
everywhere, this is not the case. In a number 
of countries – including high-income markets 
such as Finland, Spain and Portugal – pay TV is 
holding up or growing as a share of households, 
even if in the minority. This often requires 
discounting and investments in live sports, 
notably football – the last bastion of control 
for cable and other pay-TV operators. So far, 
Amazon has only dipped its toe in the water (US 
Open tennis, English Premier League football) 
but should this change, it will apply further 
pressure on bundle values.

Source GSMA Intelligence

Change in traditional pay-TV household penetration

OTTs threaten traditional pay TV, but the impact 
varies by country

Note: because of multiple subscription households and business, figures exceed 100%.
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Source GSMA Intelligence

State of mobile internet connectivity globally
Billion

Connected Usage gap Coverage gap

201920182017201620152014

3.83.53.22.92.7
2.4

3.4
3.4

3.5
3.5

3.3
3.2

0.60.70.9
1.1

1.5
1.8

• Almost half the world’s population 
used mobile internet in 2019, equating 
to 3.8 billion users – an increase of 250 
million since the end of 2018.

• 3G and 4G coverage has expanded 
to near its terrestrial limits, so the 
question becomes how to bring the 
internet to the other 50% of the 
population.

• Much will come down to costs and 
content relevance. There are now 
almost six times more people in the 
usage gap (living within the footprint 
of a mobile broadband network but 
not using mobile internet) than in the 
coverage gap (no access to mobile 
broadband network coverage).

• There remains a significant rural and 
gender deficit in mobile internet use. 
However, progress is being made, with 
both the rural-urban and gender gaps 
narrowing by almost 10 pp since 2017, 
in large part due to gains in India.

Despite improving coverage, internet user growth 
is slowing

See www.mobileconnectivityindex.com and The State of Mobile Internet Connectivity 2020 report for further detail.

http://www.mobileconnectivityindex.com
https://www.gsma.com/r/somic/
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Source GSMA Intelligence

Even in emerging markets, most smartphones are now running LTE 
(with Africa the exception)

LTE smartphones* Legacy smartphones (2G + 3G) Feature phones Dongles

0%

20%

40%

60%

80%

100%

EuropeUSAfricaBrazilIndia

64%

11%

81%

4%

15%

35%72%

13%

58%

10%

• If consumers are to experience the 
full benefits of internet connectivity, 
it effectively requires LTE rather 
than GSM or even 3G speeds, which 
do not allow video streaming or 
anything beyond basic web browsing. 
In this sense, India and Africa offer a 
contrast.

• India has engineered a 4G revolution 
since Jio entered in 2016 and now has 
more than 50% of its base on that tier, 
leading to huge gains in the size of its 
internet population.

• Meanwhile, countries in Sub-Saharan 
Africa have lower LTE footprints 
and adoption. While smartphone 
penetration has reached 50% on 
the continent, this overplays its 
significance as most are running on 
legacy 2G and 3G speeds.

Smartphone adoption matters, but the impact is 
far greater with LTE

Figures as of September 2020.
*Also includes 5G smartphones, though these are negligible in relation to the overall base, even in high-income countries.
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Source GSMA Intelligence and Tarifica

Affordability of entry-level phones and 1 GB of monthly data
As a percentage of monthly GDP per capita

Entry-level internet phones 1 GB data plans

2019201820172016

34.0%

44.1%
40.4%41.8%

4.4%4.6%5.8%7.7%

• In low- and middle-income countries 
(LMICs), 2019 saw a significant 
improvement in handset affordability 
driven by increased availability of 
lower cost smartphones and smart 
feature phones.

• It also helps that the cost of cellular 
data (measured for a 1 GB basket) also 
fell by 40% between 2016 and 2019.

• Nevertheless, more than half of LMICs 
fall short of international affordability 
targets and it remains a significant 
barrier for the poorest in society.

• Other barriers are improving; 
awareness of mobile internet in LMICs 
increased from 63% in 2017 to more 
than 75% in 2019. More consumers are 
also seeing the relevance of internet 
access.

• Lack of literacy and digital skills 
remains the biggest perceived 
barrier to mobile internet adoption, 
while safety and security is also an 
increasing concern.

Even if costs have come down, affordability 
remains a problem

Analysis based on low- and middle-income countries (as classified by the World Bank).
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Source GSMA Intelligence

What consumers are doing on the mobile internet in emerging markets, 
and how it is changing
Percentage of mobile internet users that have engaged in an activity on their mobile phone at least once a month
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• Since 2017, there has been a notable 
increase in the range of online services 
people use in developing countries, 
including education, healthcare and 
e-government.

• This suggests usage is becoming 
more diverse and beneficial, which 
is consistent with consumers 
reporting substantial benefits 
from mobile internet use beyond 
core communications and social 
networking (mostly Facebook and 
some others).

• The breadth of mobile internet usage 
is likely to increase further as a result 
of Covid-19, considering the need for 
social distancing.

People are now doing much more online

See www.mobileconnectivityindex.com and The State of Mobile Internet Connectivity 2020 report for further detail.

http://www.mobileconnectivityindex.com
https://www.gsma.com/r/somic/
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Source GSMA Intelligence

SDG mobile impact scores
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• Since 2015, the mobile industry has 
increased its contribution to fulfilment 
of the Sustainable Development Goals 
(SDGs) every year. 2019 was the most 
impactful year so far, driven by the 
acceleration in phone usage across 
the board.

• The benefits are felt directly by 
people. In countries surveyed by 
GSMA Intelligence, more than 75% of 
people said their device helped them 
in day-to-day work and studying, and 
made them feel safer.

• Despite the progress, the world is 
not on track to achieve the SDGs 
by 2030. The reasons for the lag 
are complex. However, industry and 
government action will need to ramp 
up significantly – as it has on climate 
change – to get back on track and 
avoid a repeat of the previous global 
action plan on poverty (Millennium 
Development Goals).

On the development front, mobile is helping the 
SDGs, but the world is set to fall short

For each SDG, an ‘impact score’ is calculated out of 100. A score of 0 means the mobile industry is having no impact at all, while 
a score of 100 means the industry is doing everything possible to contribute to that SDG.
See www.gsma.com/betterfuture/2020sdgimpactreport

http://www.gsma.com/betterfuture/2020sdgimpactreport
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Source GSMA Intelligence

Covid-19 impact 

• The decline in mobile revenue growth in H1 2020 
was largely due to commitments by operators to 
waive data overage and late payment fees because 
of the pandemic. 

• Operators also took a hit as lockdown-related store 
closures constrained handset upgrade volumes. 
Some stores in the US have shut permanently 
as operators anticipate that the pandemic will 
accelerate the shift to digital channels.

• There were signs of a recovery in Q3 2020, as 
network performance remained resilient amid rising 
bandwidth pressure.

Outlook

• The prepaid segment will become more of a 
focus in the short term, as it can be vulnerable in 
downturns. Verizon has acquired prepaid MVNO 
Tracfone to serve this segment, while AT&T and 
T-Mobile already have well-established prepaid 
brands.

• If behaviours such as working from home persist, 
operators may have to adjust their 5G network 
deployment, phasing away from city centres (even 
if temporarily) to suburban areas. 
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Operators bounce back from Q2
Mobile revenue growth (year-on-year)

Operators assess strategies in light of the pandemic

Data as reported in local currency.
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Source GSMA Intelligence Network Transformation Survey 2020 (Americas operators only)

• The IT transformation of the network underscores 
the intention of operators to scale networks up and 
down to match demand more easily, reduce costs 
and accelerate service innovation.

• While progress varies across North America, AT&T 
aims to virtualise 75% of core network functions 
by the end of 2020. The challenge for incumbent 
operators is how to fit new technologies around 
their existing IT platforms and back-office systems.

• In this respect, greenfield operators have an 
advantage in starting their network builds from 
scratch. In the US, Dish Network plans to embrace 
open and virtualised technologies in its greenfield 
deployment, taking inspiration from the Rakuten 
model.

• This new way of running networks also reduces 
vendor lock-in, which could help US-based 
challenger vendors (such as Altiostar, Mavenir and 
Parallel Wireless) gain a foothold in the market.
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operations

Active network
sharing
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of network
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Which technologies hold the most promise of driving opex 
savings in network and service operations?

Running a network cheaper without compromising 
standards
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Argentina* Brazil Mexico
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Prepaid-dominant countries in South America 
under pressure
Mobile revenue growth (year-on-year)

Covid-19 impact 

• Currency fluctuations have affected operator revenues for some 
time, which now must be managed alongside the pandemic.

• The fall in handset upgrades and prepaid top-ups as a result of 
store closures stunted revenue growth across the region in Q2 
2020. However, there were encouraging signs in Q3 2020 as the 
easing of lockdown measures led to revenue growth returning 
in Mexico.

• Digital channels have become increasingly important for 
prepaid top-ups, reaching around 30% for some operators 
in Brazil. This could provide a route to improved customer 
retention and higher prepaid margins for operators.

Outlook

• Migrating customers from prepaid to contracts will be a key 
focus going forward as operators look to secure a more stable 
revenue base. This will be particularly important in Mexico where 
only 11% of connections are contract (versus 40% in Argentina 
and Brazil).

• In 2020, Brazil and Uruguay became the first countries in 
Latin America to introduce 5G services. Chile, Colombia and 
Dominican Republic could shortly follow, with spectrum 
auctions set for 2021. Nevertheless, with significant headroom 
for 4G growth remaining, 5G is likely to be a longer term play.

Covid-19 and currency fluctuations create tough 
macroeconomic environment

*Subject to hyper-inflation. As reported in local currency.



51Regional outlook: Latin America

Source GSMA Intelligence

Northern America

Europe

MENA

Sub-Saharan Africa

Asia Pacific

CIS

Latin America

23%

23%

21%

20%

18%

17%

17%

Operators embark on infrastructure reshuffling; 
open RAN remains a longer term bet 

• Capex cuts are under way in the region, with 
América Móvil reducing its 2020 budget by 
more than a quarter. Other operators are taking 
a more moderate approach, balancing the need 
to cut costs with early 5G rollouts.

• Top of the agenda is the move to infrastructure 
sharing. Telefónica has struck deals in Brazil, 
Mexico and Peru, while CNT and Claro have 
signed an agreement in Ecuador. Infrastructure 
sharing helps to reduce unnecessary 
duplication of network infrastructure, saving 
costs and speeding up network rollout.

• Tower sales provide another way to reduce 
costs. Telefónica has agreed a sale and 
leaseback arrangement for its network towers 
in Colombia, providing a quick way to reduce 
debt levels.

• Early open RAN trials are under way in Latin 
America, predominantly in rural areas. The 
hope is that, by using standardised interfaces 
and interchangeable networking components, 
operators will be able to extend coverage to 
new areas in a more affordable way.

Cost reduction is the priority in Latin America where capital 
investment is inefficient relative to other regions
Capex/revenue ratio (2019)
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Operational resilience in the wake of Covid-19
Covid-19 impact 

• Telecoms networks have continued to perform well during 
testing times, despite changing consumption levels and peak 
hours. Residential broadband usage and video calling are up, 
and voice call volumes temporarily reversed a downward trend.

• Most of the major European telco groups have followed a 
similar path through the pandemic. However, there still exists 
a sizeable gap between them, with Germany (Deutsche 
Telekom) and France (Orange) enduring less of a hit 
compared to southern countries, especially Italy.

Outlook

• The financial outlook is uncertain: limited subscriber growth 
and price competition in the most developed markets could 
be compounded by lower consumer spending and the 
reintroduction of restrictions on movement and trading. Still, 
operators are looking to how they cultivate opportunities in 
connectivity, digital transformation and adjacent services, while 
helping their customers navigate a challenging macroeconomic 
climate.

• Europe is now getting back on track with 5G progress. 
Spectrum assignments in the region recovered somewhat 
in Q3 following earlier postponements, which will support 
operator deployment plans.

Vodafone Telefónica Orange TIM MTS Deutsche Telekom
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Most European operators have rebounded from 
the Q2 nadir, though Q4 will likely see renewed 
pressure
Mobile revenue growth (year-on-year) 

Source GSMA Intelligence
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Source GSMA Intelligence

Orange
Announced plans in 2019 to carve out 
European towers into an independent 
business, starting with France and Spain.

Telefónica
Created a global infrastructure unit 
called Telxius in 2016, later merging it 
into a new division, Telefónica Infra.

TIM
Established INWIT in 2015, and has since 
sold stakes in the group to investment 
firms.

Vodafone
Created Vantage Towers in 2020, 
a 79,000-strong European tower 
company, which is preparing for an 
IPO in 2021.

The growing trend of operators offloading or 
restructuring tower assets

• European telecoms remains highly competitive. An increasing
number of operators have recognised the need for strategic
action, including the monetisation of underutilised assets.
Whereas towers themselves give operators little operational
leverage over their rivals, sale and leaseback deals can free
up financial resources for more productive use, with positive
implications for costs and capital intensity.

• Independent tower companies have been the main acquirers
of operator sites, utilising multi-tenancy as the driver of
profitability. During 2020, Cellnex strengthened its position in
Ireland, Portugal and the UK, and has agreed with Iliad to buy
a 60% stake in a network of around 7,000 sites belonging to
Play in Poland. It has also acquired Hutchison’s European site
portfolio in a deal valued at €10 billion.

• Others have spun off infrastructure in partnerships with
private equity groups. Altice has hived off towers in a joint
venture with KKR in France (SFR) and Portugal (PT), citing
the opportunity to wholesale capacity to other operators as
its rationale.

• 5G brings further complexity and new ways of operating
a network with or without licensed spectrum. The future
will see network ownership continue to shift away from
traditional vertical integration towards shared and/or leased
access, resulting in a more diverse telecoms landscape.

Operators look to monetise extensive tower assets
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Operators shift focus to online distribution and 
cost optimisation
Covid-19 impact 

• There has been a sharp decline in mobile revenues as economic 
weakness and changes in user habits (e.g Wi-Fi offloading and 
VoIP calling) reduced mobile usage. 

• Roaming revenues have plummeted as tourist numbers fell 
due to border closures. Store closures during lockdown also 
affected handset sales and airtime top-up revenues, especially 
in Egypt where the shock was most acute.

• The steady revenue growth from fixed broadband and home 
entertainment services has partially offset the decline in mobile 
revenues for converged operators.

Outlook

• Signs of recovery emerged in the latter part of 2020 with the 
easing of lockdown. Du reported 8.7% year-on-year growth in 
mobile ARPU for Q3, as the increase in mobility reduced the 
incidence of Wi-Fi offloading.

• Operators will look to boost contract subscriptions as well as 
online distribution channels for airtime and handsets to counter 
the impact of potential future lockdowns on in-store sales. 

• Sluggish economic output and low tourism numbers will likely 
weigh on mobile revenue growth in the short term, leading 
operators to focus on cost optimisation to boost margins. UAE Saudi Arabia Egypt Turkey
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Mixed performance for mobile revenue growth
Quarterly revenue growth (year-on-year) 

Source GSMA Intelligence, company results
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Source GSMA Intelligence
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VoLTE deployment trails LTE rollout in MENA• The rollout of 5G networks has led operators 
and regulators, particularly in the GCC countries, 
to step up plans to close legacy networks and 
refarm 2G/3G spectrum for 4G and 5G services.

• To date, only one 2G network has been closed 
in the region, compared to 35 2G and four 3G 
networks globally. Recently, the UAE telecoms 
regulator and STC in Saudi Arabia announced 
plans to close 2G and 3G networks, respectively, 
by 2022, following similar moves by Batelco in 
Bahrain. 

• VoLTE will play a crucial role in network closure 
plans, as it enables voice calls over LTE networks 
without the need for GSM or 3G. However, only 18 
VoLTE networks are now live – a third of the total 
number of LTE networks in the region.

• With around two thirds of mobile connections 
still based on legacy 2G and 3G technologies, the 
challenge for operators will be to accelerate 4G 
adoption, which currently sits at 35% compared 
to the global average of 55%. This will in turn 
strengthen the case to deploy VoLTE and facilitate 
legacy network closures in the coming years.

Legacy network shutdowns hinge on VoLTE 
deployment 

*Data is cumulative to September 2020.
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Data underpins revenue resilience and future growth
Covid-19 impact 

• Revenue growth remained resilient at the peak of the pandemic 
due to increased demand for data and connectivity services, 
and greater adoption and use of mobile money services during 
lockdown. Discounting of data tariffs and mobile money 
transaction fees only partially offset this. 

• Strong mobile data traffic growth and a surge in new 
subscribers reflect the near-total reliance on mobile networks 
for internet access given the lack of fixed broadband 
infrastructure in most residential locations. This is particularly 
evident in Côte d’Ivoire, helped by a rapid rise in smartphone 
ownership.

Outlook

• The operating environment remains challenging and uncertain. 
The pandemic has sparked the region’s first recession in 25 
years, with potential to constrain consumer and enterprise 
spend in the short term. 

• However, the pandemic has brought the value of connectivity 
into sharp relief, particularly in rural areas. In Ghana, the 
government intends to connect up to 2,000 rural communities 
with open RAN solutions, while Kenya fast-tracked approval for 
Google’s Loon project in July 2020.

• Data and mobile money will remain the top growth drivers 
for operators, considering the significant headroom for both 
services.

South Africa Nigeria Kenya Côte d’Ivoire
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Solid revenue growth during pandemic reflects 
strong demand for data
Quarterly revenue growth (year-on-year) 

Source GSMA Intelligence, company reports

Data from operators with combined market shares above 70%.
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South AfricaKenyaNigeriaTanzaniaEthiopiaDRC
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Source GSMA Intelligence

4G has significant headroom for growth
Percentage of mobile connections

• Vodacom and MTN launched the first major 5G 
networks in Africa in 2020, offering mobile and 
FWA services in South Africa. FWA is a more 
obvious opportunity in Africa considering the 
paucity of fixed-line infrastructure.

• However, mass deployment and adoption of 5G 
is not imminent, as operators will likely focus on 
increasing 4G uptake in the near term. Adoption 
is just 12% and more than half of available 
capacity remains unused, meaning much of the 
LTE investment return is still to be had.

• Furthermore, 4G is sufficient to meet current 
levels of demand and most internet use cases 
in the region, while the cost of 5G devices will 
remain prohibitive for most consumers for the 
foreseeable future.

• For operators, LTE migration offers an immediate 
ARPU uplift; Airtel’s reporting indicates that LTE 
ARPU is $5.20 across its footprint, twice that of 
3G and 17× that of 2G.

• Much of the upgrade barrier has come down to 
handset costs (themselves hit by high taxes). 
Airtel, Orange, Safaricom and Vodacom Tanzania 
have recently launched smartphone financing 
schemes to help.

5G debuts but 4G still has room to grow

Data as of September 2020
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First in, first out
Covid-19 impact 

• As the original epicentre of the Covid-19 outbreak, 
China’s economy and mobile industry were 
impacted earlier than most other countries.

• While average service revenue growth turned 
negative in Q1, it was only just so (–0.8%) – a 
robust result in the circumstances, reinforced by 
the resilience since then.

Outlook

• The outlook for the Chinese mobile market is 
strong, with 5G upgrades (and the associated price 
premium of larger data packages) playing a key 
role. China Broadcasting Network is expected to 
fuel further growth on this front, while intensifying 
competition.

• The rise in SME and corporate use of digital and 
cloud-based services due to Covid-19 was expected 
but it has provided impetus for an expanded telco 
offering, which China Unicom (industrial internet) 
and China Telecom (healthcare, remote education 
and enterprise apps) have acted on.

DATA

China Unicom China Mobile China Telecom
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China on its way to becoming the largest 
5G market globally

• Chinese mobile operators have guided towards ambitious deployment 
timelines for 5G networks. By mid-November 2020, they had built nearly 
700,000 5G sites, making China’s 5G infrastructure presence by far the 
largest in the world.

• The regulator has revealed that over 180 million handset terminals are now 
connected to 5G networks. The country’s rapid growth can be explained 
by a number of factors:

 – the post-Covid economic recovery and return to normality for many 
business activities

 – increased options for 5G handsets with a wide price range, including the 
iPhone 12 and some smartphones below CNY2,000 ($300)

 – attractive 5G data tariffs where 5G is typically available at a cheaper 
per-GB price than 4G.

• Our estimates for 5G take-up are slightly lower than those reported by the 
operators, where there is some inclusion of 5G ‘data package’ tariffs which 
do not actually require a 5G handset. The difference is most pronounced 
now but will gradually converge in 2021 as 5G handset adoption grows.

• A major differentiator between Chinese operators and many of their 
counterparts is an intention to soon deploy new standalone 5G networks. 
These will be vital to driving a range of industrial applications demanding 
low latencies in key verticals such as manufacturing, transportation and 
healthcare.

In China, perhaps more than anywhere else, 
5G is a national priority
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Covid-19 has rocked India but telecoms remains 
resilient
Covid-19 impact 

• Telecoms in India is heavily driven by 4G 
momentum. Before the pandemic, LTE net 
additions were trending at 9 million per quarter 
but these have since come down markedly to 
5 million since Q2 2020.

• The pandemic also had a slowing effect on 
subscriber ARPU, but this did not stop the overall 
upward trend. The combination of pandemic-
fuelled data traffic and a consolidating operator 
market structure will increase ARPU further.

Outlook

• The government’s “Make In India” and 
“Aatmanirbhar Bharat” initiatives are laying the 
groundwork to develop Industry 4.0 capabilities 
and improve telecoms infrastructure, though this 
will take some years to feed through.

• Despite the uncertain economic outlook 
due to the pandemic, growing demand for 
home broadband and increasing smartphone 
penetration are expected to fuel growth in India 
over the coming years.
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Reliance Jio’s growth in India• It is more than four years since Reliance Jio launched 
commercial services. Its impact has been indelible, with 400 
million customers, a range of phones and JioMart (the online 
delivery platform launched in 2020).

• The company also started its fibre service in August 2019. 
It has a 325,000 km network and has connected almost 1 
million home across India.

• Importantly, Jio’s converged all-IP network architecture 
can easily be upgraded to 5G. As soon as 5G spectrum is 
available, the company is expected to start field deployments.

• It is also in advanced stages of designing a smartphone 
expected to be priced around $50. The combination of an 
affordable 4G smartphone and Reliance Jio’s inexpensive 
data plans are expected to further fuel 4G adoption and 
necessitate price responses from competitors given its 
scale and customer loyalty. Bharti has withstood much of 
the competitive intensity but Vodafone/Idea remains under 
pressure.

• Jio has raised $20 billion from investors, many of them US 
tech companies including Facebook, Google and Qualcomm 
Ventures. The company is expected to develop a 5G-based 
open and virtualised architecture with Radisys and Qualcomm, 
underscoring its intention to continue a disruptive prowess.

Jio continues to disrupt
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Many stories start at the end, only 
to take us back to the beginning. 
Unfortunately for us, we really don’t 
know when the end will be. It’s difficult 
to judge where we are now. 

We’re in the middle of a global crisis. 
When it ends, we may not even realize. 
After all, not many people can pinpoint 
exactly when the Great Recession ended.

In last year’s Connecting the dots 
report, we anticipated trends to watch 
in 2020.

We believed that more people would 
adopt telehealth and that digital pay-
ments would become more widespread. 
We also predicted that technology 
would inch further in providing social 
interaction and companionship, 
and that we might be headed into 
a recession.

In hindsight we made some pretty 
good calls, but we could never have 
imagined why these would be strong 
predictions based on what 2020 had 
in store for the world. 

We also expected to see big devel-
opments in the role of physical retail 
spaces and in the use of data and per-
sonalization in the travel experience. 
These two sectors have borne the 
brunt of the pandemic’s disruption. 

Yet we’re still confident in our asser-
tions. The pandemic has led to a vast 
experiment, giving retailers unique 
lessons in the limitations of online 
channels and their relationship with 
bricks-and-mortar. Also, more than 
ever before, passenger data is key 
in managing risk in travel during 
the outbreak. 

…where to start?

JASON MANDER CHIEF RESEARCH OFFICER

by

2020...
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There’s never 
been a stronger 
case for 
harmonized 
research 

A lot can happen in the next year or so. 

To account for such severe uncer-
tainty during COVID-19, we’ve outlined 
dual scenarios in each article based 
on two slightly more predictable 
circumstances: 

From the get-go it became very obvious 
in our recurring coronavirus research 
that although most of the world  
found itself under lockdown, the 
response and impact of the virus was 
highly fragmented. 

Our 46-country research is harmo-
nized, meaning we can compare 
countries and audiences in a like-for-
like manner. This has proved invaluable.

The pandemic has shown us that 
there’s never been a stronger case for 
harmonized research.

We’re still teasing out the intricacies 
of what’s taken place across our 46 
countries in the past year. But we’ve 
found some of the strongest variables 
impacting both B2C and B2B behav-
iors have been when the virus hit, 
severity of cases, types of economies, 
and also climate. 

A worst-case scenario 
involving more cases and 
further restrictions

A best-case scenario
where normality seems
more plausible

As if things needed to be any more 
complex, it’s highly likely that different 
countries will find themselves in differ-
ent scenarios, at different times. 

Uncertainty  
rules the day

Global pandemic, 
myriad outcomes
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Against this complexity, we want this 
report to provide clarity and perspective. 

It’s easy to get swept up in ideas or 
assumptions that seem to be playing 
out before us during such a vast and 
complex event. Understanding what’s 
hype and what’s real has always been 
a challenge; never more so than now.

In the shadow of this uncertainty, 
many companies – regardless of their 
industry – find themselves in a similar 
position, facing up to the daunting task 
of rebuilding. 

But the rules have changed. 

What worked before might not work 
now or in the future. Consumers’ 

attention has shifted as the internet 
has swept in to help us manage our 
lives more effectively, and their behav-
iors have shifted too. 

We firmly believe behavioral shifts are 
only half the story. Through Connecting 
the dots, you won’t just know what the 
biggest behavioral shifts were in 2020, 
you’ll also understand what’s been driv-
ing them, and how to take advantage. 
This, coupled with a harmonized global 
perspective, can help give confidence 
that what you’re seeing isn’t just a 
regional fad.

In an era defined by universal change, 
context is king. Without it, distinguish-
ing between hype and reality is even 
more difficult. 

The rules have changed
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Our flagship research, a 
global survey representing 
more than 2 billion con-
nected consumers, which 
offers over 40,000 data 
points on the behaviors and 
perceptions of internet users 
around the world. 

Our bespoke research into the 
COVID-19 pandemic, consist-
ing of five waves conducted 
across 20 markets between 
March and July 2020. It 
covers a host of topics, includ-
ing: feelings about the virus, 
its economic impact, media 
consumption during lock-
down, changes in spending 
habits, and many others. 
Respondents who took part 
also completed GWI Core. 

Bespoke research on topics 
which complements and 
further interrogates themes 
in our Core research and 
beyond. The data in this 
report draws from recontact 
studies made at different 
points throughout 2020. 
Respondents who took part 
also completed GWI Core. 

Our B2B dataset, which 
analyzes business profes-
sionals across 10 global 
markets. Respondents who 
took part also completed 
GWI Core. 

Launched in July 2020, GWI 
USA provides more relevant 
and timely insight into the 
modern American consumer. 
Representing over 240 million 
people across all 50 states, 
the study tracks new and 
emerging trends not typically 
covered by traditional market 
research providers, including 
key questions around cultural 
identity, race, and ethnicity.

Data sets included 
in this report

GWI Core

GWI Work

GWI USA
GWI Coronavirus

GWI Zeitgeist
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Each chart from our ongo-
ing global research in this 
report contains a hyper-
link that will bring you 
straight to the relevant 
question on our Platform, 
where you can investigate 
all data by demographics, 
over time, and among your  
own audiences.

Information 
about the source 
and base 

Discover the 
data on our 
platform

Source

Base

Each of the 
graphs is 
numbered 
More information can  
be found in the Appendix
section at the end of  
this report

Just click this icon
to explore the data
on the platform

Sneak 

preview of 

our new 

platform
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VIKTORIYA TRIFONOVA

There’s no 
place like 
home



Samuel Pepys’ depiction of 
London during the Great 
Plague can’t help but reso-
nate with the world today. 
The death of the city is once 
again feared; but even then, 
urban environments eventu-
ally thrived once more. 

At that time, one vital part 
was missing from the equa-
tion – the Teams, the Slacks, 
and the Zooms that make 
mass remote working not 
only possible, but poten-
tially a better solution for 

businesses and employees 
alike. So, are people tempted 
to walk away from the city for 
good this time?

Yes and no. The pandemic 
has without doubt contrib-
uted to a growing desire to 
escape from the city, but one 
that’s not so much defined 
by the movement of people 
as it is by a shift in the urban 
mindset.  Don’t focus on con- 
sumer postal/zip codes; 
double down on the chang-
ing consumer lifestyle.

01

How the 
pandemic 
will reshape  
city life 

But, Lord! how 
sad a sight it is 
to see the streets 
empty of people 
[...]
 
SAMUEL PEPYS (1633 - 1703), DIARIST
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The gap between the haves and 
the have-nots appears to be get-
ting bigger; whether that’s people 
having access to essential goods 
and employment, or governments 
having access to affordable debt to 
prop up economies and manage the 
outbreak. The 23 percentage point 
difference in concerns for falling 
ill between higher and lower earners 
speaks for itself.

A desire for a city escape might be on 
the cards – but mostly for those who 
can afford it. In many parts of the 
world, the momentum is still on the 
side of cities. 

Urbanites in advanced economies 
are much keener on getting out of the 
city compared to those in fast-growth 
countries. What we’re seeing with the 
latter are in fact signs of continued 
urbanization, with those in suburban 
and rural areas waiting for an opportu-
nity to flock to cities. A lot of megacities 
in developing economies are not only 
luring new workers but retailers as 

well, with Apple and Huawei launch-
ing flagship stores in Beijing and  
Shanghai, respectively.
  
There have been many reports of 
a “great escape” from cities due to 
COVID-19, but relocating from the city 
during a pandemic may be a luxury 
limited to those who can easily work 
remotely. Common sense tells us that 
mass remote working just isn’t applica-
ble for manufacturing-based economies 
where opportunities are clustered around 
city environments. And although our 
data shows migration from the city is 
desired in Western countries, this isn’t 
as much induced by fear of the virus as 
by shifts in consumer priorities.
 
Our research in the UK and U.S. shows 
that where people want to relocate is 
primarily about a change in lifestyle 
(31%) and a quest for a quieter loca-
tion (29%) than what the city can offer. 
That’s why 2021 won’t see a drastic 
change in the physical composition 
of urban areas, but rather one that 
reflects a shift in urban mentality.

Don’t believe the hype

 19There’s no place like home
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https://www.nytimes.com/2020/08/30/nyregion/nyc-suburbs-housing-demand.html
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Cities haven’t lost 
their appeal

My career/employment has become more 
important because of the outbreak
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Urbanites who 
want to move out
of metropolitan
areas

Suburban/rural 
dwellers who want 
to move into
metropolitan areas

Fast-growth
countries

Advanced
countries

1

% who agree with the above statement

3,984 internet users living in  
urban areas & 4,017 internet 
users living in rural/suburban 
areas in 7 countries aged 16-64 

GWI Zeitgeist September 2020
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The city is more than just a place to live; 
it embodies a unique mindset geared 
toward convenience and diversity,  
and an economy designed to accom-
pany that.
 
Pret a Manger and Au Bon Pain, for 
example, were explicitly designed with 
the coffee morning and lunch break of 
the urban office-based professional in 
mind. These are just two examples of 
how businesses that were once a per-
fect fit for the urban dweller are now 
having to essentially recalibrate entire 
business models.

During lockdown we were forced to 
adapt to a new way of living that made 
us take a step back and realize what 

really matters to us and what brings us 
joy might not be the same as before. 
The nights out with friends transformed 
into nights in with family; the saved 
money from theater and live concert 
tickets was reinvested in kitting out our 
homes. Not to mention the enthusi-
asm about that daily outdoor exercise 
slot. This doesn’t mean that cities 
are dead – but our relationship with 
them, and what we enjoy about them,  
has changed.

Behaviors that were mostly associ-
ated with suburban or rural culture 
have now sprawled across cities’ 
young populations, slowly but surely 
becoming ingrained into actual con-
sumer interests.

Pay attention to the 
new urban mindset

 23There’s no place like home
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Cooking, home 
improvements, and 
gardening have come to 
symbolize our new reality 

With many of us baking our way 
through the pandemic, cooking, 
home improvements, and gardening 
have come to symbolize our new real-
ity. Our data from 46 markets shows 
that our youngest demographic, Gen 
Z, are increasingly more interested in 
these activities, with cooking jumping 
7% between Q1 2020 and Q2 2020. 
And data from Q3 2020 suggests this 
trend is going to continue.  

On a more profound level, these behav-
iors are more than just new pastimes 
consumers have picked up because 
of the outbreak. With their therapeu-
tic effects, they speak to a desire to 
wind down and push the brakes on 

the fast-paced pre-COVID way of life 
– even within a city setting. 

Having grown into a hot social media 
and fashion trend, the #cottagecore 
craze has come to represent what con-
sumers have longed for during these 
times: simplicity, tranquility, and nos-
talgic comfort. 
 
Businesses and marketers have a 
unique opportunity to tap into this new 
mentality. As we discuss elsewhere in 
the report, mental health will be a big 
topic in 2021, so positioning offerings 
and messaging to be in line with the 
mental health-conscious segment will 
be key.

Urban 
perks look 
increasingly 
less 
appealing

% of global urbanites who say they’re interested in the following 
 

Eating out Live events

4447 41 39

3132 31 28 2829 27 25

3537 34 32

2018 2019

Q1 

2020

Q2

2018 2019

Q1 

2020

Q2

2018 2019

Q1 

2020

Q2

2018 2019

Q1 

2020

Q2

Museums/galleries Theaters

2

GWI Core 2018-2020 (Averages of waves conducted between Q3 2018-Q2 2020)

691,827 internet users living in urban areas aged 16-64 
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This new urban mentality means global 
businesses should think even more 
local. Consumers’ shifting interests, 
combined with remote working oppor-
tunities, signal a sustained change in 
the amount of time we spend in our 
local areas.

Where consumers would previously 
drive or board a train, they now prefer 
a short walk or a cycle. The 42% of 
regular public transport users looking 
to a future where they walk to work 
give proximity a whole new meaning. 
 
You might think smaller cities – where 
distances are shorter and virus con-
cern is typically high – drive this trend. 
But even in megacities across Asian 
markets like Beijing – where only 26% 
of residents said they’re extremely/very 
concerned about coronavirus – walk-
ing is consumers’ top preference for 
future commute (56%).  
 
The idea of a hyper-local city isn’t 
new, and it’s been proposed as a 
model across major European cities  

pre-COVID; but what was once a 
proposition is now a mainstream 
consumer need that’s not limited to 
European borders.
 
The demand for local solutions will 
reach an all-time high, with major 
grocery chains already jumping on 
the bandwagon. But the implications 
stretch beyond just retail and physi-
cal presence. Marketing to various 
city clusters will be a challenge and 
the need for locally-tailored messag-
ing will grow in importance. Budweiser 
has been quick to get in on the act 
with its latest Detroit campaign 
aiming to help the brand reach “hyper  
hyper-local” groups in 2021. If success-
ful, others are sure to follow, and the 
granularity could go even further – mar-
keting to neighborhoods, not just cities.
 
Segmenting target audiences by loca-
tion with regional and spatially granular 
data has never been more critical. 
Cities aren’t dead, but they are chang-
ing. Your next customer may literally be 
around the corner.

Prepare for a  
hyper-local future

3

Public 
transport
users   

Walking Driving (alone) Cycling

Drivers  

42 42

37
32

37

54

% who say they’d prefer to 
commute in the following 
ways in the future

Top 3 means of 
future commute

WALKING

42%
of regular public 
transport users say 
they’d prefer to walk 
for their commute to 
work in the future

GWI Zeitgeist September 2020

5,649 regular/semi-regular drivers and 2,923 regular/semi-regular public transport users in 7 countries aged 16-64 
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Consumers have re-evaluated their 
priorities and some urban perks as we 
once knew them have taken a backseat. 
They won’t be as ingrained in consumer 
culture going forward as they were prior 
to the outbreak. The bond people have 
established with their households isn’t 
going to be easily broken, although it’s 
likely to be loosened as public spaces 
and offices are deemed safe again. City 
centers will be far from the ghost towns 
they were during peak lockdown, but 
consumer activity will be more equally 
distributed across the inner circles and  
the outskirts.  

In the event that a vaccine or a treat-
ment isn’t viable, cities won’t become 
redundant, but the service economy 
reliant on city vibrancy might. This will 
make space for new offerings that 
cater specifically to a slower-paced, 
home-oriented, and mental health con-
scious consumer segment. The busy 
city life could be behind us for good 
and the appeal of cities will have to 
change. In this scenario, what’s consid-
ered rural, suburban, and urban ways 
of living will blend together and it’ll be 
more about quality of life than a quest 
for opportunity.

Worst-case

Best-case



by
SHAUNA MORAN

02

All work
and no  
play



In May, Twitter told its employees 
that, if they so wished, they could work 
from home “forever”. With subsequent 
waves of COVID-19 looming, and gov-
ernments reversing recommendations 
for returning to the workplace, those 
anticipating a swift return to the office 
may have their hopes dashed.

Companies are now torn between pre-
paring for a full return to the office at 
some point, and committing to large-
scale remote work. And they’ve generally 
used examples of employees adopting 
healthier lifestyles or working longer 

hours to plead their case for or against 
– usually with work-life balance in mind. 

But before getting lost in this debate, 
businesses should first reflect on how 
much they’re endorsing company 
values and empowering workers – 
which our data links to job satisfaction 
and performance. The debate itself 
could also benefit from making a clear 
distinction between remote working, 
which is now widespread, and flexible 
working. As a practice, the latter has 
much room to grow and a lot of scope 
to influence the future of work. 

02

How the 9-5 model 
saps productivity

 33All work and no play

https://www.bbc.co.uk/news/technology-52628119


Whether it was learning a new lan-
guage, picking up baking, or growing 
vegetables, many were quick  
to adopt new hobbies and maximize 
family time at the start of lockdowns. 
 
But for some, these extra hours were 
used more “productively”; the number 
of knowledge workers saying they 
always work overtime has increased 
by 11% since 2019. 

Businesses have to be proactive in 
combating this new kind of presen-
teeism. In recognizing the flaws of

“time in seat” as an accurate measure 
of productivity, the chief strategy officer 
of SocialChorus encourages company 
employees to state their top three pri-
orities for each day, and log off as soon 
as they’ve accomplished them.

Commanding hordes of employees, and 
seen as trailblazers in their products, it’s 
easy to look to Twitter and Facebook as 
role models. But decision-makers are 
better off relying on peer companies 
for working-from-home insights, and 
listening to employees, as demand for 
flexibility varies significantly by sector.

Accounting  
for the pandemic

58

61

55

49

55

57

34

55

44

34

31

28

Government

Software development

Technology

Fashion

Hospitality & Leisure

Arts & Entertainment

The demand 
for flexibility 
is more 
dependent  
on sector, 
than hours 
worked

% of workers in the following sectors who...

Want their business to 
offer more flexibility

Work overtime on at 
least a weekly basis

4

OVERTIME

+11%
increase in the number 
of knowledge workers 
saying they always work 
overtime (since 2019)

17,794 knowledge workers aged 18-64GWI Work Q2 2020
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When Netflix’s CEO said working 
from home has no positive effects, 
he was voicing a feeling common 
to his industry. Demand for flexible 
working is lowest among workers in 
the arts and entertainment sector. 
With the industry ill-fitted to remote 
work in many cases, employees have  
different priorities. 

Industry examples offer useful guide-
lines, but companies should push 
some of the power to drive culture onto 
workers. Creating a cycle of ongoing 
feedback and demonstrating how it’s 
implemented is crucial to this pro-
cess. Surveys should also be crafted 
with industry challenges in mind, which 
reduces the risk of being misled by a 
noisy debate. 

The reality:
since 2019, the 
number of workers 
who always work 
late and say they 
have a ‘good 
work-life balance’ 
has grown 22%

The 
perception:
a good 
work-life 
balance 
means 
protecting 
the 9-5
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Good work-life
balance

Poor work-life
balance

Say productivity levels 
are good/excellent 
where they work

8438

Are satisfied with 
their job 6621

Are always 
contactable outside 
working hours

4238

Those with...

Our research helps us to better under-
stand what good work-life balance is, 
by highlighting what it’s not. Companies 
adopting remote working to hit this elu-
sive metric must note it reflects several 
aspects of our working lives.

Some companies have unveiled initi-
atives that include a restricted working 
week and weekend curfew. Yet, those 
who feel they have a good balance 
are actually more likely to say they’re 
always contactable outside of working 
hours, challenging the value of main-
taining fixed boundaries. 

One worker’s idea of good work-life 
symmetry is very different to anoth-
er’s. Though not a general preference 
among white-collar workers, it’s been 

argued that working a few hours on 
the weekend offers a superior balance, 
and reduces the likelihood of burnout.
 
This perspective has been adopted by 
a technology firm in Scotland, which 
prides itself on staff having the free-
dom to set their own schedule. As long 
as hours are extended during the week, 
employees are allowed to take long 
weekends; or alternatively, work fewer 
hours each day and not take a weekend. 

The pandemic has rapidly accelerated 
the remote working shift, but barely 
nudged the trend of flexible work-
weeks. Compared to 2019, office staff 
are 32% more likely to say they have 
broad permit to work remotely, but 
are only 5% more likely to report the 

same increase in flexible working hours. 
More importantly, less than a third 
of workers are broadly permitted to 
do either – which means we’ve only 
scratched the surface of this new work-
place paradigm that many are already 
taking for granted. 

Given the direction we’re headed, 
this journey is going to have a huge 
impact on HR departments, respon-
sible for supporting an increasingly 
remote and flexible workforce. These 
professionals will soon be on the 
radar of B2B companies marketing 
collaboration tools, communication 
software, and wellness schemes, as 
their role in managing workplace 
cultures becomes more intrinsic to a 
positive employee experience.

A positive  
work-life  
balance 
drives 
productivity 
and 
satisfaction

5

Exploring the  
benchmarks for 
satisfaction

11,260 knowledge workers with a good work-life  
balance and 1,832 with a poor one, aged 18-64

GWI Work Q2 2020
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Plotting a course through 2021’s eco-
nomic turbulence will require businesses 
to be agile, innovative, and quick in their 
decision-making. Especially with work-
ing environments in flux, leaders should 
ensure they’re able to replicate the spirit 
of the workplace and preserve recogni-
tion rituals in a changed environment 
– rather than solely focusing on whether 
workers can be productive at home. 

Work-life balance is tightly bound with 
culture. Those who enjoy a healthy 
balance feel empowered to make 
strategic decisions – and the contrast, 
when pitted against those who don’t, 
is striking. By encouraging employees 
to branch out and explore new ideas, 
businesses cultivate a passionate work-
force, able to drive tomorrow’s success.

A strong culture should continuously 
refer back to the vision and principles 
of an organization. 51% of workers with 
a good balance have their company’s 
strategic goals communicated to them 
on a monthly basis, compared to 37% 
of those with a poor one. 

Especially in large enterprises, or the 
absence of a physical office, a line  

of communication between C-suite 
executives and employees should be 
maintained. Employees want leaders to 
be transparent about company plans, 
and understanding of how their work 
feeds into them.

Alongside company-wide meetings, 
employees with a good balance are 
also 76% more likely to say their busi-
ness’ goals are communicated via 
collaboration tools like Slack, Yammer, 
or Microsoft Teams than those with 
a poor one. Company threads dedi-
cated to celebrating achievements 
create a culture of recognition, where 
successes are acknowledged in real-
time. This reminds employees that their 
work carries weight and unites workers 
around shared goals.

It’s inevitable that remote working will 
be widespread once the post-COVID 
dust settles. In many cases, this is 
beyond an employer’s control. But 
amid this uncertainty, decision-mak-
ers are still able to drive productivity 
and satisfaction by loosening their 
grip on 9-5 workweeks; and by driv-
ing cultures of empowerment and 
open communication. 

6Linking balance 
and freedom with 
performance

Employees 
want to see 
their work is 
valued and 
meaningful

39

44

58

71

79

81

I feel empowered to make strategic decisions or to 
pursue new business opportunities

I feel aligned with my company's vision, values,
and operating principles

I have a clear understanding of how my day-to-day 
work contributes to my company's strategy

Poor work-life balance Good work-life balance

Those who enjoy a 
healthy work-life balance 
feel empowered to make 
strategic decisions 

GWI Work Q2 2020 11,260 knowledge workers with a good work-life  
balance and 1,832 with a poor one, aged 18-64
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Even if a vaccine is made available 
quickly, we shouldn’t disregard 2020 as 
a one-off WFH experiment. Companies 
now have an opportunity to experiment 
with effective practices. For many, this 
process is a marathon, not a sprint. 
Once the threat of the pandemic has 
been minimized, companies don’t 
need to make remote or flexible work-
ing decisions overnight. Positive results 
can and will be gleaned from a pro-
cess of trial and error. Thankfully, there 
are many routes to driving employee 
engagement and performance.

In the event of new stay-at-home 
orders, companies that have already 
recalled workers back to the office will 
face fresh upheaval. Those still finding 
their groove in this WFH situation also 
risk not preserving recognition rituals or 
cultural values. Employees can quickly 
lose incentive, and spend more hours 
working unproductively. Employee 
health (and therefore company per-
formance) will ultimately suffer off the 
back of this. If unable to nurture pro-
ductivity now, some businesses may 
never recover. 

Worst-case

Best-case



03

More than
lockdown 
blues

by
CHRIS BEER



Imagine a disease that, every year, 
killed 800,000 people, and cost the 
world economy $1 trillion. A disease 
invisible to the naked eye and without 
a vaccine to cure it. 

Unfortunately, you don’t have to 
imagine. It does exist, and it spends 
much of its time out of the spotlight. 
It’s not COVID-19, nor is it a disease 

in the classical sense. It’s depression, 
anxiety, post-traumatic stress disorder, 
and everything else under the umbrella 
term “mental health conditions”. 

Very few predicted 2020 would be 
defined by a pandemic. But it’s sown 
the seeds for an almost inevitable 
health crisis in 2021, one for which 
we all need to prepare. 

03

The looming 
mental health crisis

More than lockdown blues  47

https://www.who.int/news-room/facts-in-pictures/detail/mental-health


In the early days of the pandemic, busi-
nesses stepped in and contributed to 
a global effort where governments 
could or would not. They made PPE. 
They kept quarantined populations 
entertained, inspired, and supported. 
Beer and perfume makers became 
sanitizer specialists. 

2021 – and beyond – will be dominated 
by a health crisis less likely to make 
the headlines, but one that will need 
businesses on the frontline once again. 

Physical health and wellbeing is under-
standably everyone’s biggest priority 
at the moment. But it’s telling that for 
most people, mental health is currently 
more of a concern even than access 
to a vaccine. As several countries face 
further lockdowns, mental strain is set 
to increase through the start of 2021.

2021 will be 
dominated by a 
health crisis less 
likely to make 
the headlines, 
but one that will 
need businesses 
on the frontline 
once again 

7

Mental 
health as 
much of 
a concern 
as vaccine 
access

% who are most concerned about the following 
in relation to COVID-19 (in 7 countries)

Rising to the challenge

Gen Z
Aged 16-23 

My physical 
health/fitness

My mental/
emotional
wellbeing

Access to
a vaccine

Millennials
Aged 24-37 

Gen X
Aged 38-56 

Baby 
Boomers
Aged 57-64

49

46

42

42

34

32

28

29

32

30

26

31

GWI Zeitgeist September 2020 8,001 internet users in 7 countries aged 16-64
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Make no mistake – we expect most  
people, and most businesses, to be 
affected in some way. But our research 
has identified particular groups 
worth focusing on, and companies 
whose customers (or employees) fall 
into these categories should pay par-
ticular attention.

Academic research has shown the  
biggest increases in distress have been 
among the young, who have suffered 
huge disruption to their education and 
early adult life. Women have been dis-
proportionately affected too, with many 
having to take on a greater burden of  
family care. 

Mental health campaigns were build-
ing momentum before the pandemic, 
but many businesses still need to real-
ize the scale of the problem, and the 
groups who face new challenges. 

As an example, British TV channel ITV 
has been running a campaign in recent  
years called “Britain Get Talking”, raising 
awareness for a host of mental health 
charities in the UK. As further restric-
tions were implemented at the beginning 
of winter, the channel kickstarted a  
fundraising campaign to support crisis 
helplines. It’s a good example of how the  
ante can be upped on what’s set to 
become an even bigger issue. 

Already have a mental health condition

Unemployed

Spend more than 4 hours per day on social media (on average)

Live with roommates/friends

Work in hospitality

Women aged 16-24

44

40

39

39

39

38

31% average

Diverse 
groups 
worried  
about their 
mental  
health

% in the following categories who are concerned about  
COVID-19’s impact on their mental health (in 7 countries)

Supporting those 
most in need

8

Women have been 
disproportionately 
affected, with many 
having to take on a 
greater burden of 
family care

GWI Zeitgeist September 2020 8,001 internet users in 7 countries aged 16-64
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https://www.manchester.ac.uk/discover/news/mental-health-of-women-young-adults-and-parents-worst-hit-by-pandemic/
https://g-web.in/2UuBo4Z


The channel’s response to the pan-
demic has included awareness 
campaigns around elderly people 
who may be isolating, but it’s also 
given space to YoungMinds, a charity  
whose mission concentrates on chil-
dren and young people. At a time when 
some young people are openly blamed 
for viral spreads at college campuses, 
it’s important to lend a hand at a heavily 
disrupted stage of their life. JanSport’s 
back-to-school #LightenTheLoad 

campaign is another instance of a 
meaningful, authentic, and support-
ive response recognizing what young 
people are going through.

There are clear correlations between 
consumption of social media, and online 
news, with mental health concerns. This 
is partly to do with their heaviest users  
being on the young side, but it’s 
a reminder of how unprecedented the 
situation is. How much regular news, 

much of it negative, on a single subject,  
can consumers endure? A viral 
Twitter thread from Dr Aisha Ahmad 
likened the situation to being in a 
conflict zone, and it’s a useful way 
to understand what’s at stake for  
people’s mental wellbeing.

That doesn’t mean it’s all doom-and-
gloom. Social media is one of the 
resources consumers most feel they 
can reach out to (31%, putting it only 

There are clear correlations 
between consumption of 
social media, and online news, 
with mental health concerns

just behind medical professionals). 
Publishers of any kind must balance 
reporting necessary information with 
respecting and supporting the mental 
health of their readers and viewers.

One of the more surprising groups 
at risk is those living with friends or 
roommates. While isolation can be 
a triggering factor behind mental 
health conditions, those living alone 
are currently less concerned (26%). 
In July, dating app Bumble part-
nered with wine brand Babe to cover 
the costs of those stuck living with 
an ex-partner, and it’s a great exam-
ple of how imaginative actions can 
draw awareness to hidden issues.  

Few industries are under more strain 
than hospitality, where lockdowns 
have lowered demand and created an 
uncertain climate. Hospitality workers, 

as well as the unemployed, are cases 
in practice of how much uncertainty 
at work affects mental health. Some 
retailers have already recruited from 
the talent pools of laid-off hospital-
ity workers, and businesses set to 
hire during 2021 could learn from  
their example. 

Brazil’s online population skews young, 
and this may be a reason why its 
internet users feel more concerned 
about their mental health than other 
countries we surveyed. But Brazil has 
suffered a particular ordeal from 
COVID-19. The spread in one of its 
cities, Manaus, has been so exten-
sive that some believe the country 
effectively achieved herd immunity by 
September – at a considerable cost. 
Any business with a footprint in the 
country should be aware of its collec-
tive mental state.

CABIN FEVER

39%
of those living with 
friends/roommates 
are concerned about 
their mental wellbeing
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https://www.independent.co.uk/news/uk/home-news/coronavirus-young-people-students-blame-infections-independent-sage-b746383.html
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https://bit.ly/35rbcyN


We were already in a mental health 
crisis before COVID, and the pandemic 
has made an urgent and complex 
problem even worse.

Because of this, consumers have been 
trying to support themselves. Friends 
and family are the most popular group 
to reach out to, and social media has 
proven a boon to many. Universities 
and workplaces could, however, be 
doing more to support their students 
and employees. 

Consumers have frequently turned to 
music and TV to relax and de-stress, so 
media companies are well-placed to 
help. Streaming platforms could push 
playlists, shows, and other content tai-
lored for relaxation. Offline activities 
are a popular way to unwind too, so 
even deeply digital businesses shouldn’t 
be afraid to support their consumers 
with tools to disconnect.  

The pandemic has 
made an urgent and 
complex problem  
even worse

Coping mechanisms

More than lockdown blues  55



8,001 internet users in 7 countries aged 16-64

GWI Zeitgeist September 2020*among an audience of students  

**among an audience of full-time employed workers

9 10Reaching outSources
of support % who feel able to turn to the following sources for 

help with their mental wellbeing (in 7 countries)
% who have done the following to help their mental 
health/wellbeing during the pandemic (in 7 countries)

Self-help measures

58 52

50 48

44 40

38

Listened
to calming/
relaxing music

Spent more time with 
family/loved ones

Watched
TV

Eaten 
healthier

Spent more time
reading books/
magazines

Focused more
on my physical
fitness

Spent more time
cooking/baking

66

19

14 8

18 16 15

34 31 21

Friends 
and family

Medical
professionals 

Social
media

1-to-1
counseling
services

Online 
support 
forums

Websites/
blogs

Local/
community
groups

My school/
university*

Online/
telephone
services

My employer**
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https://g-web.in/3plopRH
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Only 3% of academic literature on 
coronavirus currently deals with the 
mental health effects. It’s unlikely the 
mental health crisis of the next few 
years will receive the same attention 
through billboards, posters, and reg-
ular government briefings. Instead of 
dominating conversation, there’s every 
chance people will find it difficult to 
speak out about their experience. 

But the damage could be just as severe. 

We saw businesses rise to the challenge 
of an unprecedented pandemic, recog-
nizing their actions could meaningfully 
contribute to a global health crisis. But 
what some have called the “hidden 
wave” is lying in wait. Vaccines may 
eventually account for the virus itself 
– but the mental health impact will 
persist for years to come. We neglect 
it at our peril. 

Vaccines may 
eventually 
account for the 
virus itself – 
but the mental 
health impact 
will persist

Time to stay safe again

If you or someone you know has been affected by the topic of this report 
and are looking for someone to talk to there are resources available to 
help. Click here for mental health resources based in the UK, or here 
for sources based in the USA. The charity CheckPoint has a directory 
of sources located in other countries around the world, which can be 
found here
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https://coronavirus.medium.com/whos-most-at-risk-in-the-covid-19-mental-health-crisis-2f1ddd5bba9c
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https://www.nhs.uk/conditions/stress-anxiety-depression/mental-health-helplines/
https://www.nimh.nih.gov/health/find-help/index.shtml
https://checkpointorg.com/global/


Even if normality is restored within a 
short timeframe, many will still be left 
in need of mental health support, par-
ticularly among our outlined groups. To 
borrow some famous words, any rollout 
of a vaccine is not the beginning of the 
end, but the end of the beginning. It 
would be wrong to assume we’re back 
to normal at that point. Many will have 
lingering mental health issues that will 
need to be addressed. 

The toll of one COVID-19 wave on 
mental health was profound; the toll 
of multiple ones could be catastrophic. 
In the event of further waves, or delays 
and difficulties with vaccination, viral 
transmission will have to become the 
focus again – but mental health has 
to be addressed as well. Should busi-
nesses need to go back to the frontline 
in managing its spread, it should ide-
ally be done in tandem with supportive 
measures for mental health. 

Worst-case

Best-case
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magic
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DOUG GORMAN



Consumers care  
more than ever

Since the start of the pandemic, 
businesses have led the way in their 
practical responses and moves to 
cement community ties, sometimes 
with six-figure investments.

But for consumers, the small interac-
tions matter just as much. They also 
agree with more aggressive corporate 
social initiatives, but since the start 
of the pandemic they have become 
just as concerned with how they  
are treated.

For years now, brands have become 
more and more vocal about  
their sense of purpose and their 
commitment to social and environ- 
mental responsibility. 

But the rules have changed. 

It’s a question of brand positioning. In a 
world where interactions with a brand’s 
products are increasingly online, com-
panies need to get more creative  
in how they distinguish themselves  
from the competition.

Social responsibility and brand purpose 
can go a long way in filling the gap left 

over in the absence of being able to 
see and touch a brand’s products. 

COVID-19 has been a baptism of fire for 
brand purpose, putting commitments 
to the test when society needs them the 
most. More than just large donations or 
empty platitudes, consumers want to 
see that brands actually care. 

Businesses looking to grow their brand 
amid the pandemic will need to align 
with their customers’ values in ways 
that are genuine and sustainable. 
And what’s more – consumers and 
prospective employees will hold them 
accountable like never before.

04

Promoting social 
responsibility in 
the new normal

More than just 
large donations or 
empty platitudes, 
consumers want 
to see that brands 
actually care
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Asking consumers what they want 
from brands almost always produces 
results of “high-quality products”, 
and usually at an affordable price 
as well. So the fact that supporting 
people through the coronavirus has 
surpassed these factors points to 
the permanent changes in corpo-
rate social responsibility ahead. 
 
Even more than discounts, consum-
ers want meaningful support. They 
want to do business with compa-
nies that value the environment, and 
over 4 in 10 say brands should place 
more focus on social causes and 
the wellbeing of their employees.  

And these themes aren’t limited to 
the pandemic crisis. After the world 
emerged from the strictest weeks of  

quarantine, consumers’ support of 
community welfare initiatives jumped.

The portion of consumers in Europe 
and North America that want brands 
to support local suppliers has grown 
from 31% in Q1 to 37% in Q2. 

Support for social welfare initiatives 
has grown most where the virus has 
hit hardest. Support for brands that 
donate to charity has grown 16% in 
Brazil, and 10% in the U.S.

For years, corporate PR teams 
have been promoting the idea 
that they provide value for their 
shareholders, as well as for their cus-
tomers and employees. Now they 
have the opportunity to make good on  
those promises.

Support 
during 
COVID-19 
more 
important 
than price 
or product 
quality

56 51

49 49

Supporting 
people during
COVID-19

Offering value
for money

Treating 
staff fairly

Being
eco-friendly

Producing 
high-quality
products

Supporting
social causes

44 41

11

Due to the outbreak, I want brands to 
put more focus on the following...

CHARITY DONATION

In Brazil, support for 
brands that donate to 
charity has grown

+16%

GWI Zeitgeist September 2020 8,001 internet users in 7 countries aged 16-64
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Massive actions on behalf of brands 
have dominated the story so far. 

Tech brands have poured hundreds 
of millions into programs to promote 
everything from the right to vote in 
the U.S., to more volunteer days for 
their employees globally. And the list 
of companies taking action on racial 
issues continues to grow. 

While these initiatives are impor-
tant to consumers, there is a lot 
more opportunity to win or lose 
new customers through smaller, 
everyday interactions. 

Even though the typical tools brands 
use to distinguish themselves (retail 
environments, sales associates, pack-
aging etc.) may be inaccessible, they 
can still increase their value in the eyes 
of their customers by focusing energy 
on their digital experience, customer 
service quality, and even the social 
issues they choose to support. 

When your competitor is just a click 
away and your customers are relying 
on a website to judge a product, what 
your brand stands for could become a 
hygiene factor in market competition 
moving forward. 

Small acts of kindness

Customers will 
be won and 
lost through 
everyday 
interactions
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https://www.techradar.com/news/how-the-top-tech-brands-are-supporting-black-lives-matter
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3 out of 5 internet users say that bad 
customer service would negatively 
affect their purchasing decisions, while 
nearly half say that bad press would 
do the same. 

Customer service has always been 
important. But in light of so many big, 
attention-grabbing, COVID-fighting 
initiatives, we shouldn’t overlook the 
everyday, personal interactions that 
most affect the bottom line. And cus-
tomer service in 2021 won’t just be 
about providing helpful advice quickly, 
but being empathetic as well. 

This can apply at any stage of the 
customer experience. It could mean 
investing in giving quicker responses 
from support teams, using more video 
or face-to-face communication, pro-
viding more flexibility in payments 
and returns, or helping people with 
their transition to digital channels. 
In any case, it means showing your 

customers that you genuinely care.  
Some companies have demon-
strated a new focus on care and 
compassion. Zappos set up a 
mental care hotline for customers 
to call for any reason, and Hallmark 
gave away millions of free greeting 
cards. Smaller businesses, with-
out such deep pockets, can lean 
on their deeper integration with  
local communities. 

Consumers want to be treated with 
respect more than anything. Charitable 
giving and eco-consciousness are 
important, but companies who fail at 
customer service run the biggest risk 
of losing market share. 

Brand purpose in 2021 should ide-
ally combine these two initiatives. 
Promoting big-ticket social causes 
on the one hand, and demonstrating 
empathy in everyday interactions with 
customers on the other. 

Consumers are going to hold 
companies accountable

12

Bad custo
m

er

se
rv

ice

Bad m
ed

ia
/n

ew
s

sto
rie

s a
bout t

he b
ra

nd

Poor e
nvir

onm
en

ta
l

re
cord

Sub-s
ta

ndard

la
bor c

onditi
ons

La
ck o

f d
ive

rs
ity

 in

su
pplie

rs
/p

ro
duct r

ange

La
ck o

f d
ive

rs
ity

 in

work
fo

rc
e o

ve
ra

ll

La
ck o

f d
ive

rs
ity

 in

se
nior l

ea
der

sh
ip

La
ck o

f p
olit

ical/

so
cia

l a
ctiv

ism

60 48 39 31 24 15 14 11

These would concern me most when  
deciding to buy from a brand...

Note: respondents were asked to  
select a maximum of 3 options GWI Zeitgeist September 2020 8,001 internet users in 7 countries aged 16-64
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Employees have also gained a  
louder voice in corporate social respon-
sibility conversations. 

By pressuring their employers to take 
meaningful stances on social issues, 
employees are driving large social 
initiatives, as well as improving their 
everyday treatment.  

Athletes in the U.S. refused to play 
games in protest of police brutality 
and racial inequality. Former officers 
of social media companies have come 
forward in The Social Dilemma to 
discuss the implications of these plat-
forms, and there is further evidence 
that social justice issues are resonating 
throughout the workforce. 

As with their customers, the most 
important thing brands can do for their 
employees is care. 

Half of internet users now say that 
employers should prioritize employees’ 
mental wellbeing and make them feel 
valued. One third say that supporting 

diversity in the workplace and demon-
strating social responsibility should also 
remain priorities. This is on a par with 
providing flexible working for employ-
ees, which reinforces how small, more 
practical gestures like this carry weight 
among consumers.

The effects of this year’s social awak-
ening are evident. Employees now 
demand a higher level of treatment 
from employers, and demand for 
greater diversity in the workforce now 
rivals that of other initiatives – like sus-
tainability and overall charitable giving. 

Younger generations are often the poster 
child of activism in the media, but other 
generations mostly share their position 
– 3 in 10 baby boomers care about the 
diversity of their own companies. 

As younger generations inch toward 
becoming a critical mass of the work-
force, the companies that will be able 
to attract the newest wave of talent 
will need to prove their support for  
every employee. 

A focus on goodness 
in professional life

Employees are 
demanding 
more attention 
from their 
employers

13

Making employees feel valued

Supporting employees' mental wellbeing

Improving the knowledge/skillset of employees

Being environmentally friendly

Supporting diversity & inclusion in the workplace

Providing remote/flexible working for employees

Being socially responsible (e.g. volunteering days)

Contributing to the local community

51

50

45

42

35

34

33

29

GWI Zeitgeist September 2020 8,001 internet users in 7 countries aged 16-64

% of internet users who said these are the most 
important priorities for an employer
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Brand building  
is more tightly-
wound with 
brand purpose 
than ever before

The coronavirus has offered brands a 
unique opportunity to demonstrate the 
value they create for all of their stake-
holders. At the height of the pandemic, 
with economic uncertainty abounding, 
employees, customers, shareholders, 
and suppliers all looked to brands  
for assistance. 

In the next 12 months they need to con-
sider the next stage of their COVID-19 
response, bolstering their support of 
large-scale initiatives and social causes 
with a more empathetic approach to 
their customers on the ground. 

Growing a brand amid a pandemic is 
no easy task, but the coronavirus has 
given companies the opportunity to 

successfully reposition their businesses 
amid changing consumer needs and 
values that go beyond even offering the 
best product at the best price. 

This is a recession as well as a pan-
demic, and previous recessions have 
shown us the importance of brand 
building to future prosperity. In today’s 
environment, brand building is more 
tightly-wound with brand purpose than 
ever before.

Brands will need to play a much 
larger role as a force for good in the 
lives of each individual, and consum-
ers will be more likely to hold these 
brands accountable on the promises 
they make. 

The little things 
mean a lot

The coronavirus has 
offered brands a 
unique opportunity to 
demonstrate the value 
they create for all of 
their stakeholders 
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Even if the prognosis for COVID-19 
improves through 2021, brands will 
still need to help manage the collec-
tive trauma. As we cover in our mental 
health trend elsewhere in the report, the 
pandemic will have lasting effects for 
years to come, most of which cannot 
be vaccinated against. 

The attitude that inspired early, ambi-
tious responses to the pandemic will 
need to be maintained. Should the first 
half of 2020 turn out to be the first of 
many waves, the same kind of initiatives 
will be needed just as much. Collective 
fatigue with COVID-19 will become 
more of an issue each time, and in the 
worst possible scenario businesses will 
have to lead in fighting that fatigue. 

Worst-case

Best-case



2020: 
A year in 
insights China  

confirms 
human-
to-human 
transmission 
of “mysterious 
SARS-like  
virus”

Australian 
wildfires 
ravage the 
country, 
burning 46 
million acres 
by March

COVID-19 
officially 
declared 
pandemic  
by WHO

Netflix sees 
an additional 
15.6m 
subscribers 
with Disney+ 
passing 50m

Around  
the world

Insights  
from GWI 
datasets

33% planned to purchase 
either travel tickets or 
a vacation abroad. By 
September, this will 
fall by 22% 

  GWI Core Q4 2019 & Q2 2020

Interest in environmental 
issues among Australian 
Gen Zs grew by 13%
  
 GWI Core Q4 2019 & Q1 2020

60% said they were 
extremely/very concerned 
about the COVID-19 
situation globally. By July, 
this will rise to 64%

  GWI Coronavirus Research Waves 1 & 5

57% said they were 
watching more shows/
films on streaming services 
because of the pandemic

  GWI Coronavirus Research Wave 2

JAN MAR APR

by
TOM MORRIS

FEB
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MAY

Black Lives Matter 
protests erupt 
across the U.S.

Masks begin  
littering the world’s 
oceans as worldwide 
concern for 
sustainability and 
eco-consciousness 
shows Many employers 

announce they 
have no plans to  
re-open offices  
until 2021

Restrictions 
begin to relax 
globally as 
businesses, 
pubs, and 
offices 
cautiously 
reopen

Just 11% of Black U.S. internet 
users agreed they felt represented 
in the advertising they saw

  GWI USA Q2 2020

3 in 4 said companies behaving 
in an eco-friendly manner had 
become more important to them 
post-pandemic

  GWI Coronavirus Research Wave 3

42% of full-time workers in the 
UK/U.S. said they were working 
fully from home - 1 in 3 were still 
working fully from their workplace 

  GWI Zeitgeist July 2020

The number of knowledge 
workers using Zoom 
increased by 315% 

  GWI Work Wave 2

JUN JUL AUG
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SEP

TikTok/
Oracle deal 
provisionally 
approved by 
the Trump 
administration

Democratic 
congresswoman, 
Alexandria Ocasio-
Cortez, makes her 
Twitch debut to over 
400k viewers – one of 
the 20 biggest streams 
in the site’s history

Joe Biden is 
declared President-
elect pending legal 
challenges

47% of U.S. Gen Zs used TikTok - 
double the number who watched 
live television on a TV channel 
each week

  GWI USA Q2 2020

3 in 10 UK and U.S. users said they’re playing more 
games now than before the COVID-19 outbreak

  GWI Zeitgeist October 2020

87% of voters in the U.S. have little 
or no trust in the media

  GWI USA Q2 2020

54% of UK and U.S. internet 
users said in May they’ll 
likely have a coronavirus 
vaccination when one 
becomes available

  GWI May Custom Data 2020

OCT NOV DEC

Pfizer and 
Moderna 
vaccines 
move 
closer to 
market after 
successful 
trials
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A green
awakening

by
KATIE GILSENAN



As the world locked down in 2020, the 
environment appeared to get a new lease 
of life. 

The Himalayas were visible from India 
for the first time in three decades. Venice’s 
usually murky canals turned clear. The 
air was cleaner in many major cities. 

The reduced economic activity as a result 
of widespread stay-at-home orders led 
to a major decrease in CO2 emissions 

and improved air quality. In 2020, it’s esti-
mated the world will use around 6% less 
energy compared to 2019. The biggest 
carbon crash we’ve ever seen. 

This all sounds like a considerable 
win for the environment, and for peo-
ple’s health. And it would be – if it  
were sustainable. 

Sadly, this isn’t the case. And these sto-
ries also mask the full picture. 

05

Make sustainability  
part of the recovery
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COVID-19 initially led to much greater 
optimism about the potential impact 
on the environment. In Q2 2020,  
53% of consumers globally said they 
think the environment will get better 
in the next 6 months, up from 41% in 
Q1 2020.

This is the first time we’ve seen 
increases of this magnitude. Across 
the majority of the 46 countries we 
track, consumers’ environmental opti-
mism jumped up by at least 20 points 
during this timeframe. Only 4 markets 
had a slight decrease, or no change,  
in optimism. 

Among generations, even though Gen 
Z and millennials are far more positive 
about the future of the environment 
than baby boomers generally, there’s 
still significant increases across  
the board.

This optimism is largely influenced 
by the perception that COVID-19 

has, or will have, a positive impact on 
the environment.
 
Despite this, it seems the positive 
developments have been short-lived 
and overstated. 

Air pollution levels quickly returned to 
pre-pandemic levels in 12 major world 
cities. Research also shows that the 
dramatic drops in air pollutants and 
greenhouse gases will have very little 
impact on global warming. This is 
because the changes were temporary, 
and have come at the greatest pos-
sible cost. One which no one wishes 
to continue. 

Consumer backlash is looming as 
the reality of the situation becomes 
clearer. In findings from our Q3 2020 
research, we can already see that 
optimism about the environment has 
sharply declined. Brands should heed 
the warning. 

41 42 41 53 46

Q3 2019 Q3 2020Q2 2020Q1 2020Q4 2019

14

High, high hopes

the environment will get better 
in the next 6 months

% who agree with the above statement

Consumer 
backlash is 
looming as 
the reality of  
the situation 
becomes clearer

GWI Core Q3 2019-Q3 2020 853,095 internet users aged 16-64
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Aside from the very short-lived gains, 
which are quickly lost as economic 
activity resumes, the outbreak has cre-
ated a whole host of problems that are 
simmering under the surface. 

The production of single-use plastics 
and waste has increased considerably, 
especially as PPE usage surged. A study 
by SYSTEMIQ forecasts that the flow 
of plastic into oceans will nearly treble 
by 2040 if governments and industries 
don’t take greater action to combat the 
growing plastics crisis. This can be min-
imized by producing and buying more 
reusable PPE that work just as well, 
but spare the environment and wildlife. 

At the same time, other changes in con-
sumer behavior during the pandemic 
have contributed to the waste problem. 
Consumers are shopping online more 
and consuming more takeout food, 

both of which are still heavily reliant 
on overusing packaging or single-use 
plastics. In February 2020, food delivery 
giant Just Eat partnered with sustain-
able packaging startup Notpla to trial 
tree and grass pulp boxes lined with 
seaweed, which decompose in around 
4 weeks. More need to follow suit. 

Some companies in China – one of 
the world’s biggest users of plastic – 
are also making headway in tackling 
the growing waste problem. Meituan 
Dianping, China’s leading ecommerce 
platform for services, is ramping up 
efforts to build a green supply chain 
for packaging. Showing the impor-
tance of continued business action, 
even during this time.

As the mountain of plastic waste piles 
up, so will the pressure on businesses 
to take action.  

Mounting problems
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Air pollution

43 43

Increased waste
due to COVID-19

41

Rising global
temperatures

39

Extreme weather
conditions

38

Overconsumption

38

Plastic pollution

Rising sea levels

Water scarcity

29

Overpopulation

27

20

Habitat & 
biodiversity loss

27

Deforestation

27

% of consumers in 7 countries who say they’re concerned about the following

Environmental worries

Increased waste due to COVID-19 
has quickly become one of consum-
ers’ biggest concerns, alongside air 
pollution, showing just how much 
the environmental issues associated 
with COVID-19 are starting to play on  
their minds. 

When we asked consumers what 
impact COVID-19 will have on the 
environment, the majority were pretty 
pessimistic – a sign of the impending 
backlash to come. Just over 40% of 
consumers say the outbreak will have 
a negative impact on the environment, 
either short-term or long-term. Even 
among those who think it will be pos-
itive, 25% of them say the impact will 
be short-lived. 

When we asked 
consumers what 
impact COVID-19 
will have on the 
environment,  
the majority were 
pretty pessimistic

15

GWI Zeitgeist September 2020

8,001 internet users in
7 countries aged 16-64 
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Understandably in the current situa-
tion, COVID-19 has garnered far more 
attention than environmental issues. 
But our research shows the impor-
tance of behaving sustainably, both 
at an individual and business level,  
has increased.

In July 2020,  
72% of consumers 
across 20 countries 
said companies 
behaving 
sustainably was 
more important 
to them because  
of COVID-19

Walk the walk
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Consumers also have high expectations 
of their own behavior; around 70% also 
said that reducing their own impact on 
the environment was more important 
because of the outbreak. Consumers 
haven’t forgotten about one crisis 
during another. 

The Philippines and India post the high-
est figures across the board, reaching 
over 85%. Both countries that are often 
at the sharp end of the waste crisis. 

Clearly consumers’ positive intent 
is there, but so is their willingness to  
take action.

The top actions people say they plan to 
do in the next 6 months are: reduce food

waste, walk or cycle more, and reduce 
the amount of plastic/single-use 
packaging they use. But they can’t 
do it alone. Governments, brands, 
policy makers, and manufacturers 
are all instrumental in making these 
ambitions a reality. 

For example, something as simple 
as walking or cycling more (a far 
more sustainable form of trans-
port) requires cities to invest in 
dedicated cycling infrastructure 
and create more walking space. The 
pandemic has spurred many cities 
to take action, including London’s 
Streetspace and Mexico City ’s 
commitment to create 54km of des-
ignated cycle lanes.

59

51

49

46

42

41

39

35

CN

BR UK

US

DE

FR

IN

Reduce food waste

Walk or cycle more

Reduce the amount of plastic/single-use packaging I use

Buy more from sustainable/eco-friendly brands

Use less energy in my home

Reuse more products/materials where possible

Wear reusable rather than single-use face masks

Recycle more products

Top action in:

16

% who say they plan to do the following in the next 6 months (in 7 countries)

A little less conversation, 
a little more action...

REDUCING IMPACT

70%
said that reducing their 
own impact on the 
environment was more 
important because of  
the outbreak

8,001 internet users in 7 countries aged 16-64GWI Zeitgeist September 2020
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COVID-19 has shown us just how 
difficult it will be to address climate 
issues. Energy emissions are set to drop 
around 6% this year, but to reach the 
goal of keeping global temperature 
increases to less than 2 degrees, net 
emissions of greenhouse gases must 
fall to around zero by 2050. And we’ve 
got a long way to go. Analysis from 
The Guardian found that in at least 
18 of the world’s biggest economies, 
pandemic rescue packages are dom-
inated by spending that has a harmful 
environmental impact.

Making the changes that are needed 
involves a complete reset of our econ-
omies and how we operate. 

Every industry – from aviation to ma- 
nufacturing – needs to take respon-
sibility to reassess their supply 

chains, their operations, and make 
tangible steps forward in tackling 
this growing problem. Several fash-
ion brands have promised to make 
sustainability front-and-center to 
their recovery, while Shell plans for 
a major restructuring as it prepares 
to invest more in renewable energy. 
Unlike the pandemic, for which there 
will likely be some kind of a solution in 
the next two years, tackling climate 
change is a bigger, long-term battle 
that will take decades to improve – 
with catastrophic health, economic, 
and environmental consequences  
if we don’t. 

COVID-19 has taught us so many les-
sons about our impact on the world 
we live in, and the changes we need 
to make. Don’t let this opportunity 
go to waste. 

COVID-19 has 
taught us a 
lot about our 
impact on the 
world we live in, 
and the changes 
we need to make

Opportunity to reset

EMISSIONS

This year, energy 
emissions are set 
to drop around

6% 
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https://www.theguardian.com/environment/2020/nov/09/revealed-covid-recovery-plans-threaten-global-climate-hopes
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Even if the situation with COVID-19 
were to drastically improve overnight, 
our fight against climate change won’t. 
We’re a long way off reaching the goals 
set out in the Paris Agreement. COVID-
19 has shown us just how difficult 
decreasing energy output is and how 
much work there’s left to do. Businesses, 
governments, and policy makers need 
to use COVID-19 as an opportunity to 
double down on sustainability com-
mitments and investments – inaction 
is not an option.

If future waves of the virus come our 
way, or if a vaccine is delayed, there’s 
no doubt COVID-19 will be the primary 
focus again. While we need to be doing 
what we can to fight the virus, we also 
need to lay the groundwork to rewire 
the economy and make it more sus-
tainable going forward. Our impact 
on the environment was bad enough 
before COVID-19; without more col-
lective action and awareness, it could 
be far worse.

Worst-case

Best-case
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Coming 
of age

by
CHASE BUCKLE



By the end of this decade, most global 
consumers are expected to be older 
than 60. 

Though the global population is aging 
and people are having fewer babies, 
the power and influence of older 
groups in the marketplace seems to 
have been largely lost on some mar-
keters. As Generation Z have taken 
the pedestal from under millennials 

as the newest enigma for the modern 
marketer, Generation X and baby 
boomers have often been left at  
the margin.

Exact age definitions for generations 
vary to some extent. What matters 
are the lived experiences these groups 
have in common, and the subsequent 
shared-consciousness which unites 
their beliefs and habits. 

06

2020:  
a generation-
defining 
year for Gen X  
and boomers
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Younger generations attract such 
attention for a reason – they break 
the status quo in society, demand new 
innovation in products, and reset long-
held expectations. 

But in terms of digital behavior, the 
“generation-defining” year of 2020 
has been much more impactful for 
Gen X and boomers compared to 
their younger counterparts. 

Barely any part of their online lives 
has been left untouched by the 
pandemic, to the extent where dis-
tinctions between “young” and 
“old” from a digital standpoint have  
taken a big step toward becoming 
less relevant. 

As lockdown restrictions came into 
effect, spikes in digital activity followed.  
For younger groups, it didn’t take long 
for these spikes to settle down. For older 
groups, their engagement continued  
to flourish.  

As lockdowns began to ease, older groups 
were doing much more than just browsing 
Facebook, Amazon, and Netflix. These 
shifts represent a step-change in how the 
internet fulfills the basic needs of older 
consumers, and how much they’ll rely on 
the internet in the future. 

Three areas stand out: 
1. Commerce 
2. Finance
3. Social-connectedness

As lockdowns 
eased, older 
groups were doing 
much more than 
just browsing 
Facebook, Amazon, 
and Netflix

“Old” and “young” stereotypes 
are becoming old-fashioned
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Q2 2020Q3 2019

Global
(Exc. China)

Asia Pacific
(Exc. China)

Europe Latin
America

Middle
East & Africa

North
America

53        61

% of Gen X/boomers who... 

55        58 52        62 73        80 57        66 39        51

21       26 27        33 17        21 21        27 20        24 15        22

40        44 38        39 40        45 46        54 46        45 36        42

25        31 37        40 19        23 19        26 25        26 21        33

use a messaging app more than once a day or use video/voice calling features on a mobile device

used a mobile payment service in the past month

used a finance app and an internet banking service in the past month

purchased grocery products online in the past month

17

127,713 internet users born 
between 1956-1982

GWI Core Q3 2019 & Q2 2020

Online grocery: 
a source of  
sustenance 

Online finance: 
a source of security 

Contactless payments: 
a source of safety  

Social media: 
a source of belonging

Mobile has compounded 
digital engagement growth

Average time spent online on mobile per day among Gen X/boomers

29

52

35

24

51
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% of internet users that 
are Gen X/boomers Q3 2019 Q2 2020
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Ecommerce has exploded, but not 
just thanks to new online shoppers. 
The surge in ecommerce demand is 
mainly thanks to existing online shop-
pers buying more products online than 
they typically bought in-store before 
the pandemic.

Although many categories saw increa-
sed online spend, online grocery has 
been the most insightful into how habits 
developed during the pandemic can 
impact future behavior. Unlike the occa-
sional online purchase of clothing or 
electronics, purchases of high-frequency 
items online like groceries are much 
more powerful in forming habits and 
keeping online options front-of-mind. 

This is a matter of sustenance, rather 
than materialism. Just as UK online 

grocer Ocado has found, once people 
realize the ease of carrying out a 
weekly necessity from the comfort and 
safety of their homes, they’re unlikely to 
look back. 

The biggest growth in online grocery 
shopping has come from Europe, 
LatAm, and particularly NorthAm; 
markets where growth before the 
pandemic was hard-won, especially 
among older consumers. In these 
regions, Gen X and boomers typically 
make up the vast majority of house-
hold food shoppers. Expect even 
more pressure on traditional grocers 
as online competitors cause race-to-
the-bottom pricing, and look out for 
major logistical and user experience 
improvements to streamline online 
grocery in these countries. 

Feeling secure in our lives is another 
basic human need, and older groups 
have taken strides in getting their sense 
of security online.

Much like online grocery, wholesale 
digital transformation in financial 
services has been hampered by older 
consumers sticking to managing their 
finances offline.  

Over the course of 2020, adoption of 
internet banking and finance apps 
accelerated among older groups in 
NorthAm, LatAm, and Europe. Mobile 
payments also gained momentum, 
and a growing number of people were 
managing their finances exclusively on 
their smartphones. 

There’s a lot of moving parts here. 
Fintech ecosystems are much more 
developed than they were a few years 
ago, but traditional banks are still the 
main interface between consumers and 
their money. For banks looking to shore 
up their balance sheets, the smoke is 
yet to clear on the extent of bankrupt-
cies and loan defaults postponed by 
government rescue packages.

Bank branches are costly, and closures 
were already happening before the 
pandemic. Given the sizable base of 
older consumers in Western countries 
with older-skewing populations, the 
future banking landscape will be more 
determined by the present choices of 
older consumers than you’d expect.

The biggest growth in online 
grocery shopping has come 
from Europe, LatAm, and 
particularly NorthAm

A source of sustenance

A source of security

Over the course  
of 2020, adoption 
of internet banking 
and finance apps 
accelerated among 
older groups in 
NorthAm, LatAm, 
and Europe
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You often hear younger generations 
are ditching Facebook because their 
parents are signing up and cramping 
their style. This isn’t really true. They’re 
not ditching Facebook, but until March 
Facebook usage and social media 
usage were largely one and the same 
for Gen X and, especially, for boomers. 

There are many ways to measure social 
media usage beyond the monthly user 
counts you see in earnings calls and 
news reports. Our monthly visitation 
data shows older groups outside 
of China have embraced messag-
ing apps during Q2. They have even 
embraced new platforms like TikTok, 
where #over50 reveals plenty of older 
creators weighing in on TikTok chal-
lenges, and plenty of younger experts 
posting how-to videos for older new-
comers. But the most striking results 
come from frequent usage in a day.

Messaging apps in particular have 
found ways to embed themselves in 
older groups’ day-to-days; coinciding 
with increased daily time spent online on 
mobiles. The “killer app” quite predictably 
has been voice and video calling, which 
older groups have adopted in swaths. 
Rather than just scrolling through 
updates, social media has proved itself 
as a viable source of belonging and social 
connection for older groups. They’re 
now relying on seeing and hearing their 
friends and family on their smartphones. 

This has consequences on the makeup 
of marketing mixes. In Western 
countries with older – faster aging – 
populations, younger social media 
engagement hasn’t always persuaded 
marketers to move the needle toward 
digital over traditional channels. The 
growing adoption among older users 
could prove decisive in changing that.

A source of 
social fulfillment
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...the average value of their
savings and investments 
rises by:

...the average value of 
their household income 
rises by:

...their likelihood of 
outright owning a house 
increases by:

Asia
Pacific 

Europe Latin 
America

Middle East
& Africa

North
America

+81

+26

+16

+45

+15

+31

+9

+17

+21

+71

+29

+17

+120

+10

+14

If all this wasn’t convincing enough, 
there’s also Gen X/boomers’ purchasing 
power to consider. There’s a reason why 
millennials are referred to as “generation 
rent”. Many were priced out of the prop-
erty ladder after the 2008 recession. Yet 
depending on where you’re standing, 
their parents’ generations were lucky – 
or savvy – enough to cash in on lower 
tertiary education costs, more afforda-
ble property deposits before massive 
price booms, and generous pension 
schemes (by today’s standards) thought 
to be unsustainable for younger workers.

This isn’t to take sides on the perennial 
generation debate about who got luck-
iest; younger generations benefit from 
opportunities and freedoms which their 
parents could only dream of. It’s to show 
that older groups already have the most 
market power, and this will only increase 
as populations age. Thanks to technol-
ogy, people are living longer, healthier 
lives, and they’ll be able to enjoy their 
superior purchasing power in retirement 
more than any generation before them. 

Their attitudes toward advertising 
and spending indicate a willing-
ness to use this purchasing power, 
too. They’re characteristically loyal 
to the brands they like, they can be 
vocal advocates when they want 
to be, they’re keen online shoppers, 
and they tend to be very accepting 
of advertising in general. Yet only 
13% say they feel represented in the 
advertising they see, dropping to as 
low as 8% in North America, and just 
5% in Europe. This might well be one 
of the most important obstacles for 
marketers to overcome as this group 
comes of age.

This trend is as old as its subject 
matter, but the pandemic has had 
a huge impact on their technology 
reliance, skipping us forward many 
years. Now is the time for brands to 
get to know these digital latecomers. 

Younger groups haven’t lost their rel-
evance, but older groups are about to 
rediscover theirs.

18

Gen X/boomers are 
wealthier than their 
younger counterparts

Why they matter

SMALL REPRESENTATION

13%
of older groups say they feel  
represented in the adver-
tising they see

179,219 internet users aged 16-64GWI Core Q2 2020

Comparing Gen X & 
boomers to Gen Zs & 
millennials...
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This is a pretty unstoppable trend. It 
mainly comes down to how permanent 
these behaviors prove to be. While older 
groups’ activities subsided slightly in 
Q3, that’s only to be expected. They’re 
still notably above that seen before 
the pandemic. 

Whether a vaccine arrives tomorrow, 
or if new cases begin to decline to the 
extent that “normality” rears its head, 
the precedent has been set in older 
consumers’ technology attitudes. 

If the virus cannot be contained and 
heavier restrictions follow, technol-
ogy will again be the main connection 
between us, the services we need to 
sustain ourselves, and our friends
and family. 

Activity spikes might not be as dra-
matic, but it’ll be another chance for 
technology to prove itself across our 
lives through forced circumstance. 

The digital knowledge gap is wider 
among older consumers, but most tech 
is so intuitive that the major hurdle is in 
exposing people to new ways of doing 
things in the first place. Heavy restric-
tions will close this gap fairly rapidly as 
reliance on the internet strengthens. 

Worst-case

Best-case



07

The digital 
storefront

by
ISAAC HOPKINS



When the world closed up shop in 
2020, ecommerce shifted into a new 
gear. But how consumers shop online 
is set to change. 

In the shock of the pandemic’s early 
days, simply getting goods out of the 
door was a challenge in its own right. 
But with more consumers set to shop 
online, and brick-and-mortar footfall 
down in many locations, a new com-
petitive frontier will arrive in retail. 
With more activity online, the compe-
tition will be just a click away. It will be 
harder for brands to stand out, and to 
guide their customers to the products  
they want.

With more 
activity online, the 
competition will be 
just a click away

07

How livestreams 
will support 
ecommerce 2.0

The digital storefront  121

https://www.globalwebindex.com/reports/commerce
https://www.globalwebindex.com/reports/commerce


Ecommerce boomed as stay-at-home 
orders were issued, and the increased 
activity will stick. 49% of consumers 
expect to shop online more frequently, 
even after the pandemic. But given the 
context of a virus, aspects of the expe-
rience could become stale. Product 
delivery has to be socially distanced, 
there is little interaction with staff or 
fellow shoppers and, most of all, fewer 
ways to distinguish a brand.

Online purchases are still largely 
driven by the “seamless” qualities of 
free delivery (60%) and an easy check-
out (43%). 

But 29% want the experience to be 
entertaining. Consumers want reduced 
friction in the purchase process, but 
it’s worth thinking about what’s lost 
from the shopping experience under 

widespread restrictions. Trying on prod-
ucts is harder, if not impossible, and the 
social aspect is largely gone as well. 

Many retailers recognized support 
for social causes as a potential 
deal-clincher (or deal-breaker) for 
consumers during 2020. But an enter-
taining experience is just as important 
– and it will become even more so 
through 2021. The call for “enter-
tainmerce” has come loudest from 
high-income earners (32%) and mil-
lennials (33%), so there is some serious 
spending up for grabs.

Livestreams are already emerging in 
some parts of the globe as a way to 
provide that entertainment into the 
shopping experience. They’re engag-
ing and easily accessible, as well as 
entertaining. They’re probably best 

known for being popular in China – in 
May 2020, Chinese livestreamer Viya 
hosted a livestream to more than 37 
million users – and each night her 
audience places orders worth millions 
of dollars. But brands across the globe 
should be prepared for this trend 
spreading in some form. TikTok and 
Instagram are both doubling down 
on commerce integrations with live-
streams (to say nothing of Amazon’s 
ambitions), and the global context 
will require retailers to work harder 
to fight for customers. 

While entertainment is less in demand 
in the West, it’s still up there in the pri-
ority list. In both China and Germany, 
for example, an entertaining expe-
rience is the third leading purchase 
motivator – just behind free delivery/
returns and quick/easy check-out.

That’s entertainment Free 
delivery
/returns

If the brand 
supported people
during COVID-19

If the shopping
experience is
entertaining

If the brand
supports

social causes

Ability to
virtually "try-on"

or "test" a product

Viewing
a live 

product demo

Live Q&A
sessions with

product experts

Recommendation
from an

influencer

Limited
product 

availability

1 3

4

5

6

7

8

9

Quick/easy
check-out

process

2 10

60 43 29 29 28 25 24 17 16 14

19

% who say the following would encourage them to 
buy a product when shopping online (in 7 countries)

Entertainment just as 
important as support

GWI Zeitgeist September 2020 8,001 internet users in 7 countries aged 16-64
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https://www.glossy.co/beauty/amazon-live-attracts-more-beauty-brands-with-its-shoppable-livestream-format/
https://www.glossy.co/beauty/amazon-live-attracts-more-beauty-brands-with-its-shoppable-livestream-format/
https://g-web.in/32IFzyG


When consumers watch live- 
streams they’re not necessar-
ily there to make a purchase.  
Much like when visiting retailers in-store, 
they can be “just browsing”. This cre-
ates an environment where retailers of 
all sizes can recreate their own unique  
storefronts online.

We’ve covered elsewhere how Gen 
Z are surprisingly fond of shopping 
in-store. There’s likely to be pent-up 
demand among younger consumers 
for aspects of the in-store experience 
– even when shopping online – and 
livestreams may just fit the bill.

The livestream model in China is based 
around influencers (known in the coun-
try as “key opinion leaders”) like Viya, 
and it’s understandable retailers might 
flinch from putting their reputation in 
someone else’s hands. But our research 
shows just how much consumers trust 
and value influencers’ opinion, and how 
ready they are to buy through them. 

More to the point – communities can 
form around influencers when many 
consumers are shopping in isolation. 
They can also provide a human face 
to brands at a time when consumers 
are looking for empathy to help support 
them through the pandemic.

29% of internet users across 7 coun-
tries frequently watch livestreams from 
influencers they follow on social media. 
And among those who do that, 80% 
say they’re likely to buy products as 
a result. This is an important point in 
seeing the trend as something more 
than QVC and teleshopping moved 
to a new medium. This form of online  

shopping stands apart because of the 
interaction it fosters between viewer 
and streamer. 

Small businesses, forced to innovate 
with fewer resources to manage store 
closures, have been at the vanguard, 
showing off their personalities and 
catalogs via livestreams. Larger 
retailers looking to get on board 
should think about how their setup 
can reflect their values and identity 
as well. While using influencers as 
sellers or brand storytellers requires 
relaxing control, it may well be worth 
the risk to avoid getting lost in a sea 
of competitors. 

The value of browsing Small businesses have been 
at the vanguard, showing 
off their personalities and 
catalogs via livestreams

LIVESTREAMS

29%
across 7 countries 
frequently watch 
livestreams from 
influencers they 
follow on social 
media
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Those with a close eye on China have 
speculated whether livestream shop-
ping could move West before, and 
many have different interpretations of 
what’s at the heart of the trend. For 
some, it’s all about keeping the viewer 
entertained. Or, it’s about being able 
to see products demonstrated live. For 
others, it’s the scarcity factor, driving 
purchases through offering limited 
“drops” of new merchandise. 

While it has to be entertaining, it also 
has to be informative. Consumers 
tune into livestreams because they’ll 
learn much more about the brand and 
product than simple online descrip-
tions, pictures, and even videos. It’s 
about finding the best way for brands 
to teach the consumer why they should 
buy their product.

But most of all, aspects of it matter 
more in some markets than others. 
Broadly speaking, entertainment is 

the key draw. But in some important 
markets (the U.S., UK, and India) view-
ing a live demo is more important to 
consumers than being entertained. 
So there are different implications 
depending on cultural factors. In 
these countries, a more restrained 
approach, concentrating on product 
quality and durability, will land better 
than more entertainment-minded 
approaches. 

It’s been stated that 2020 jumped 
ecommerce forward by “about 5 
years”. 2021 may be the year infra-
structure catches up to deal with the 
extra demand. Consumers thrive on 
experiences, and the pandemic has 
forced retailers to ensure this is pos-
sible online. Livestreams aren’t just a 
way to offload stock in a pinch, they’re 
a way to stay relevant and discoverable 
in a retail world increasingly online-first. 
Livestream commerce will be one key 
way to making this possible.

Germany *

6

India

China
Brazil

U.S.A.

France*

15

UK *

8

45 • 83

29 • 80 23 • 79 17 • 70

A new horizon

Livestream 
markets 
are 
mobile-
first 
markets

20% who frequently watch 
livestreams of influencers 
on social media

% of which are likely 
to buy products from 
influencers they follow

*insufficient sample of influencer viewers
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Consumers thrive 
on experiences, 
and the pandemic 
has forced retailers 
to ensure this is 
possible online

GWI Zeitgeist September 2020 8,001 internet users in 7 countries aged 16-64

https://techcrunch.com/2020/08/24/covid-19-pandemic-accelerated-shift-to-e-commerce-by-5-years-new-report-says/
https://g-web.in/36Q33n4
https://g-web.in/3fjYoO5


A quick return to normality will likely 
unleash pent-up demand back to 
stores, but livestreams will stick around. 
The majority of consumers plan to shop 
online more often once the pandemic 
is over, and for those craving a more 
entertaining and interactive experience, 
livestreams help brands to elevate 
the online shopping experience into 
something far more than just buying 
a product. 

If further lockdowns are on the hori-
zon, and in-store shopping is restricted 
even more, demand for a more enter-
taining and interactive online shopping 
experience will no doubt escalate. To 
replicate the social, fun, and interac-
tive element that comes with in-store 
shopping, livestreams are the perfect 
avenue. Now would be the time to start 
experimenting, as tactics may be even 
more necessary in the coming years.

Worst-case

Best-case
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Nurturing the new 
relationship between 
consumers and their 
online privacy 
As digital citizens, we leave an 
ever-growing breadcrumb trail of  
personal data behind us every minute 
of every day. And through recent 
years – and recent scandals – this has 
increasingly troubled us. 

In 2013, 56% of internet users were 
concerned about the internet eroding 
their personal privacy. By 2019, this had 
climbed to 61%.

ONLINE PRIVACY

+5%
increase in concern 
about online per-
sonal privacy from 
2013 to 2019
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Fast-forward to 2020, however, and the 
pattern has muddied. Some privacy 
concerns have actually declined in the 
wake of COVID-19. 

So what’s happened? The threat to online 
privacy itself hasn’t lessened – if any-
thing, it’s actually increased with contact 
tracing apps and wider surveillance 
operating in heavily affected regions.  

What’s more, this is unfolding at a cru-
cial time, when government regulation 
and moves by big tech to safeguard 
data privacy are challenging the ad 
space – an industry largely reliant 
on user tracking to make money.  

Now, with Google’s announcement 
to block 3rd-party cookies from 
Chrome by 2022, digital marketers 
must pivot their strategies under a tick-
ing clock. 

Unraveling this trend and figuring out 
what’s next has many layers. It requires 
us to look at the increasingly complex 
relationship we have with our data and 
how that’s been impacted by COVID-19. 

Fortunately for brands, advertisers, and 
publishers, the implications are posi-
tive. Consumers’ relationship with data 
privacy is evolving; it’s up to the industry 
to nurture it in the right way.  

As digital citizens, we 
leave an ever-growing 
breadcrumb trail of 
personal data behind 
us every minute of 
every day
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Declining privacy concerns are most 
evident in countries that suffered 
through the pandemic early on. In 
China, the number of internet users 
who reported concern about the 
internet eroding their personal pri-
vacy dipped by 8% between Q4 2019 
and Q1 2020. In Italy, it decreased  
by 4%. 

The story takes a more nuanced path 
in other regions, urging us to further 
explore the changing relationship 
between consumers and their privacy. 
In Latin America, Argentina stands as 
a clear outlier. Related to this might 
be the country’s recent increased 
use of surveillance technology, both 
pre-COVID for public safety and 
post-COVID to manage the virus’ 
spread on transit lines.

A chicken-or-the-egg question comes 
to mind with this case – does a 

softening public opinion allow for more 
widespread erosion of privacy, or is it 
the other way around? 

For European countries, noticeable 
declines in privacy attitudes suggest 
a mindset shift might be happen-
ing. In Sweden, concern about the 
internet eroding personal privacy 
went down 12% between Q4 2019 
and Q1 2020, while in Switzerland it 
declined by 9%, and in Austria, by 7%. 

Europe has been at the forefront of 
consumer data protection, setting a 
precedent with GDPR. Seeing this dip in 
privacy-consciousness across many of 
its markets, begs the question – how? 

Being accustomed to stronger pro-
tection of their data, many Europeans 
might be the first to move into a new, 
more open, and evolved relationship 
with online privacy.

A blip or a mindset shift? 

-8%

-8%

Argentina

-12%

Sweden

China

-6%

Malaysia
-9%

Switzerland

-4%

Italy

Austria

-7%

Privacy concerns dipped, 
especially in key markets, 
in early 2020

I am concerned 
about the internet  
eroding my 
personal privacy

% change in 
agreement 
levels with the 
above statement 
between Q4 2019 
and Q1 2020

21

For European countries, 
noticeable declines in 
privacy attitudes suggest 
a mindset shift might be 
happening

59,674 internet users aged 16-64

GWI Core Q4 2019 & Q1 2020
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contact tracing apps/programs to curb 
the spread of the virus. 

What’s especially striking is that the 
most privacy-conscious among us are 
just as likely to support contact tracing 
apps as the rest. 

Aside from COVID-19, technology’s 
capacity to improve our health seems 
to also mediate the usual suspicions. 
Among all global consumers, 30% say 
they trust new technology to improve 
their health. This is equally as high 
among those with strong privacy atti-
tudes. It’s even higher, at 35%, for those 
with strong privacy behaviors. 

It seems that even the most priva-
cy-conscious consumers are able to 
relax their fears when they know their 
data is being used for a public good. 
But what does this imply for data being 
used for commercial good and is there 
any way the ad space can tap into this 
mindset shift? 

It’s difficult to isolate the effects of 
the pandemic from broader factors 
shaping data privacy. However, our 
research shows a more direct link via 
the demand for data-driven solu-
tions to curb the pandemic: namely,  
contact tracing.  

Numerous apps now allow registered 
devices to communicate with each 
other via Bluetooth, logging potential 
exposures and notifying individuals if 
they’re at risk. 

This method for contact tracing, 
while effective, is rife with potential 
privacy issues because of how sensi-
tive data would be identified, stored, 
and processed. 

But that concern has hardly made a 
dent in public demand for these apps, 
whose potential benefits to public 
health evidently outweigh the privacy 
risks. Across 18 markets, nearly 3 out 
of 4 internet users support government 

Data in the name 
of public health

Support 
for contact 
tracing  
apps is high,  
even among  
the most 
privacy-
conscious 

22% in 18 countries who support governments using contact 
tracing apps/systems to control the spread of the coronavirus 

All 

7374

75

77

75

77
Most concerned
about the virus

Privacy 
attitude-conscious**

Privacy 
behavior-driven*

Health conditions
in household

Live an
urban area

*those who have done at least 2 privacy-related activities in the past month • **those who 
select “strongly  agree” with at least one statement (out of three) relating to online privacy  

TECH IN HEALTH

30%
say they trust 

new technology 

to improve their 

health

GWI Coronavirus Research Wave 5

15,271 internet users aged 16-64 across 18 global markets
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Between the public good and the com-
mercial bottom-line there is a step: the 
personal benefit. For an industry grap-
pling with consent laws and opt-outs, 
emphasizing this step is crucial. 

Consumers make decisions every day 
based on costs vs. benefits. They’ll pay 
for what they deem to be “worth it” as 
long as they know the terms. But how 
do they evaluate when it’s “worth it” to 
give up on some of their privacy? 

Despite GDPR and other efforts, 
this has been wildly difficult for  
most people. 

In reality, data sharing does provide 
personal benefit for internet users. It’s 
what gives us a seamless browsing 
experience online, keeps ads we see 
relevant, and lets us take advantage 
of more tangible things like free wifi or 
discounts. And, of course, it does come 
at a cost – the exact terms of which are 
often murky or difficult to find. 

Brands and publishers need to make 
both of these clear in order to culti-
vate a more equitable relationship with 
consumers. When you understand both 
costs and benefits, you can make a 
more reasoned choice. 

Even the most privacy-conscious 
ones see the personal benefits of data 
sharing and are willing to make that 
exchange. 41% of global consumers 
prefer to exchange their personal data 
for free services rather than pay for 
those services to safeguard their data. 

Interestingly, those who say they feel 
represented in advertising are also more 
likely than average to be among the 
data-sharers. This points to the implicit, 
but often unseen, personal benefits of 
data sharing. The experience will be 
inherently more customized, and the 
knock-on effect is likely a stronger 
sense of seeing advertising that reflects 
you. That type of feeling is what brands 
strive for.  

From public good to 
personal benefit 

Data 
exchange 
is attractive 
when users 
see personal 
benefits

23

% of the following groups who prefer to 
exchange their personal data for free services 

I prefer to exchange my personal 
data for free services*

Feel represented in advertising

Advertising averse

Privacy behavior-driven

All    

Privacy attitude-conscious**

46

43

43

41

40

*vs. paying for services in order to keep their data private

**those who picked at least 1 of 3 data concerns in our new Q2 2020 attitudinal question

FREE SERVICES

41%
of global consumers 
prefer to exchange their 
personal data for free 
services rather than 
pay for those services  
to safeguard their data 

GWI Core Q2 2020 179,219 global internet users aged 16-64
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While emphasizing these benefits is 
key, being transparent about the cost is, 
ultimately, the other half of the analysis. 
For advertisers to take advantage of 
relaxing consumer worries during this 
period, a new commitment to trans-
parency and clarity in the long run will 
be paramount. 

Our relationship with online privacy is 
evolving and maturing; the pandemic 
has accelerated this, and made clear 
what we will tolerate and why. 

For brands, advertisers, and publishers 
the opportunity lies in nurturing this 
new relationship the right way, so that 
data can truly be for the good of all. 

Our relationship 
with online 
privacy is 
evolving and 
maturing

The relationship 
matures
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The future of less online privacy is, in the 
long run, inevitable, so even if the pan-
demic subsides, the data movement 
will not. But developments are likely to 
be slower and consumer acceptance 
a more gradual slope. The ad industry 
will continue to be challenged, as this 
overall trend will lose some of the initial 
wind in its sails.

A more long-term struggle to con-
trol the virus will recruit data to the 
battlefield more than ever before. 
Governments and private industries 
will increasingly scrape and process 
personal data for the good of public 
health. If done right, this will acceler-
ate our acceptance of a new reality of 
less privacy, with the benefit of better 
safety and organization. Advertising 
and marketing only stand to benefit. 

Worst-case

Best-case



All figures in this report are drawn 
from GWI’s online research among 
internet users aged 16-64*. Our fig-
ures represent the online population 
of each market, not its total popu-
lation. Note that in many markets in 
Latin America, the Middle East and 
Africa, and the Asia-Pacific region, 
low internet penetration rates can 
mean online populations are more 
young, urban, affluent, and educated 
than the total population. Each year, 

GWI interviews over 700,000 inter-
net users via an online questionnaire 
for our Core dataset. Some of these 
respondents complete a shorter ver-
sion of this survey via mobile, while 
others answer additional questions 
about their brand and media con-
sumption, hence the sample sizes 
presented throughout this report may 
differ as some questions are asked of 
all respondents while others are only 
asked of a subset.

*GWI USA is representative of internet users aged 16+

Methodology  
& definitions 

Defining
index

Throughout this report we refer to 
indexes. Indexes are used to compare 
any given group against the average 
(1.00), which unless otherwise stated 
refers to the global average. For exam-
ple, an index of “1.20” (a) means that 
a given group is 20% above the global 
average, and an index of “0.80” (b) 
means that an audience is 20% below 
the global average. 

Index 1.00

a.

1.20

b.

0.80
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Posted a comment 
in a forum

Bought something 
online in the last weekWant more 

answers?
Our survey-led research gives you the answers you need 
on your target customers. That’s why the world’s biggest 
brands rely on us to shape their thinking

Find out more

buyers say blogs 
are very influential 
when researching 
a new product

1/4

https://www.globalwebindex.com/data


Appendix

1

2

3

4

5

6

7

8

9

10

11

If you could live in any of 
the following areas, which 
would you choose? • Have 
any of these things become 
more important to you 
because of the COVID-
19 outbreak? (My career/
employment)

Which of these things are 
you interested in?

Assuming you could easily 
get to your place of work/
education via any of the fol-
lowing means, how would 
you prefer to commute in 
the future?

How frequently would 
you say you do the fol-
lowing? (work late/work 
overtime) • What do you 
want your business to do 
to help workers during the 
pandemic? (More flexible 
working)

How would you rate your 
company in the following 
areas? (Work-life balance/
Productivity) • Thinking 
about your current role, 
how satisfied are you with 
your job overall? (Extremely 
satisfied/Satisfied) • How 
frequently would you  
say you check emails/
messages outside of your 
normal working hours? 
(Always)

To what extent do you agree 
or disagree with these 
statements? (Strongly/some- 
what agree)

Thinking about COVID-
19, which of these things 
most concern you at  
the moment?

Thinking about COVID-
19, which of these things 
most concern you at the 

18

19

21

22

13

14

15

16

17

moment? (My mental/emo-
tional wellbeing)

Since the COVID-19 out-
break, which of these things 
have you done to support 
your mental wellbeing?

Which of these do you  
feel able to turn to for 
support with your mental 
wellbeing?

Since COVID-19, which of 
these do you want to see 
brands/companies putting 
more focus on?

Which of these would con-
cern you the most when 
deciding whether or not to 
buy from a brand?

Which of these do you 
think should be the most 
important priorities for 
an employer?

In the next 6 months, how do 
you think the environment 
will change? (Get better)

Which of these issues are 
you most concerned about 
at the moment?

Which of these do you plan 
to do in the next 6 months?

On an average day, how 
long do you spend online on 
a mobile? • How frequently 
do you visit/use these? • 
Which of these have you 
done on your mobile in the 
last month? • In the last 
month, which of these app 
types have you used? • In the 
last month, which of these 
have you or your household 
purchased? Which of these 
items did you purchase 
online? Which of these items 
did you research online 
before purchasing?

What is your yearly house-
hold income before tax or any 
other deductions? • Thinking 
about all the savings and 
investments you said you 
have, approximately how 
much do you think they are 
worth? • How many houses/
properties do you own?

When shopping online, 
which of these would most 
increase your likelihood of 
buying a product?

Do you watch live-streams 
from influencers on social 
media? • How likely are you 
to buy products that have 
been recommended by 
influencers you follow?

To what extent do you agree/
disagree with the state-
ments below on your outlook 
on technology and the web?

How much do you support 
or oppose the following? 
(Governments using con-
tact tracing apps/systems 
to control the spread of  
the virus)

Typically, which of the fol-
lowing would you rather do? 
(Exchange your data for free 
services vs. keep your data 
and pay for services) 

12

20

23
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Editorial
It is precisely in uncertain times like these that the question 
of “who is going to lead us into the future?” takes on a special 
significance. The fact that so many things are unclear is not 
only reflected in economic indicators. 

In 2020, “lost” was chosen as the German youth word of 
the year – in the sense of not only being unaware but rather 
of no longer understanding what is going on.

Do you feel the same way as young people do? The current 
situation is arguably one of the most difficult we have ever 
faced. We have not yet overcome this crisis and we simply 
do not know how long it will take.



3Helaba Research | November / December 2020 | © Helaba

Dear Readers,

Although we do not know what the future will look like, what we can do is design scenarios and assign 
probabilities to them. For 2021, we have asked a question that is simple and sophisticated at the same time: 
Who is going to lead us into the future? Will it be a nanny, a poltergeist or an avatar?

The Covid-19 pandemic has transformed the world we live in. 
Measures to protect public health have been enacted that hardly 
anybody would have previously imagined were possible: curfews, 
mandatory face masks, restrictions on social contacts, bans on 
alcohol, accommodation and assembly and much more – in other 
words, measures that encroach on our individual rights and 
freedoms.

  “The greatest enemy of knowledge is not ignorance;  
it is the illusion of knowledge.” 

 Stephen Hawking (1942 – 2018)

To stabilise the economy, however, governments have also 
implemented a raft of supportive measures to help companies 
and employees, including extending furlough schemes, tax cuts 
and tax relief, emergency aid, bridging loans and guarantees. 
The unprecedented interventionist policies of governments and 
central banks have steadied demand and the financial markets, 
but have not been able to prevent a deep recession.

Yawning gulf between countries

The choice of measures varies greatly from one country to another. 
Some have opted to impose extreme restrictions and controls on 
public life for a longer period of time, while others favour shorter 

and more targeted lockdowns but have made more frequent use 
of this instrument. Sweden has taken an approach of enacting 
less severe restrictions and making recommendations, with a 
focus on individual responsibility. Only those who are most at 
risk from the virus are being explicitly protected. Every country 
is providing generous financial and monetary policy support.

Nanny wanted

In other words, countries want to direct the behaviour of their citi-
zens while simultaneously helping them with supportive measures. 
This strategy is typically described as educating the populace. 

There are different areas of life in which educational work is 
carried out by a variety of persons or institutions with the respec-
tive authority. It starts at home with a child’s parents, continues 
with educational establishments, pastoral care, social work and 
much more. Then there is the nanny or governess – someone 
many families would have been delighted to have during the strict 
lockdowns. Nannies are well qualified and have made it their 
mission to prepare a child for a self-determined life with the utmost 
care and attention.

In the world of musicals, this subject achieved great success 
with “Mary Poppins”, although she employed unique educational 
methods. Her magical powers and constructive attitude enabled 
her to find solutions, even in seemingly hopeless situations.
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A nanny would also seem like the right 
person to guide the adult world through 
the current crisis. But what are the right 
measures to take and when should they 
be taken?

  “When the world turns upside 
down, the best thing to do is turn 
right along with it.” 

 Mary Poppins

Different educational approaches

In the academic world, there is no 
single method of education. The various 
approaches differ according to the under-
lying objectives and norms. However, the 
crucial factor in determining the success 
of an educational approach is the attitude 
of the educator. Yet, cultures also have an 
impact on education, with the result that 
it may vary from one country to another 
and change over time.

The components of education can be 
classified according to numerous charac-
teristics, ranging from welfare, to support, 
restriction, control and overprotection. 
The latter is just as dangerous as neglect 
by those charged with providing care. The 
same also applies to economies: There 
are consequences to both a laissez-faire 
attitude as well as a policy of overreaching 
state paternalism, although the second 

approach has been steadily gaining in 
popularity for some time.

The risks of overprotection

In the short term, it may be appropriate 
for the state to considerably expand its 
intervention in the economy. However, 
it harbours medium to long-term risks, 
not only for the freedom of the individual 
but also for economic dynamism. 

In view of changing demographics, it is 
essential for a country to have a large and 
modern capital stock as well as a high 
labour productivity, not least in Germany. 
That is why voters should pay close atten-
tion to the positions each party adopts in 
the next German federal election campaign 
in 2021. Who is prepared to put the long-
term wellbeing of the country and its 
people ahead of short-term political gain?

  The basic principles of a good 
education should be to prepare a 
child for a self-determined life.

In terms of trade and competition policy, 
it currently appears that, in many places, 
the governess is increasingly taking on a 
Chinese complexion. In China, the success-
ful response to the pandemic to date is 
interpreted as further proof of the superi-

ority of its own system. Criticism from 
abroad is increasingly seen as the envy of 
those who do not benefit from the wise 
leadership of the Communist Party. Even 
in the West, more and more politicians 
are inclined to approve of the Chinese 
style of education.

To ensure that a child can stand on its 
own two feet at some point requires a 
well-balanced combination of care and 
support on the one hand and control, 
bans and restrictions on the other. 
Fortunately, at least some economic 
stimulus packages contain all of these 
features.

Negative scenario:  Poltergeist

In our negative alternative scenario, 
uncertainty becomes even greater. The 
things we fear most are precisely those 
that we cannot see – a phenomenon 
embodied by the poltergeist. Though 
amorphous, it torments houses and their 
inhabitants. 

In the same way, the world economy 
continues to be plagued by an almost 
invisible virus, should no vaccine be found. 
In addition, other sources of trouble could 
heighten people’s insecurity, such as pro-
tectionism and nationalism. The fear of 
these malevolent forces alone may plunge 
the global economy back into recession.
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Positive scenario: Avatar

Not all change these days is bad. The 
digital revolution is unlocking new oppor-
tunities that still seem inconceivable to 
many people. The new – and from today’s 
perspective artificial – world has the poten-
tial to not only facilitate medical progress 
and ease the burden of many types of 
work, but also to enable sustainable and 
productive economic activity. 

The avatar symbolises a successful struc-
tural transformation, the emergence of 
innovative ideas and their practical applica-
tion. In this scenario, the global economy 

recovers very quickly from the crisis. Inno-
vations give a significant boost to progress 
and growth as well as equity markets.

  We may not know a lot, but we can 
learn something new every day – 
if  we allow ourselves to. 

With this in mind, I wish you a healthy and 
successful 2021.

Yours

Chief Economist / Head of Research

10 % Avatar

20 % Poltergeist

70 % Nanny

helaba.com/int/information-for/research
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Baseline scenario

A helping hand from Nanny (70 %)

As the Covid-19 pandemic has unfolded, governments the world over have used a variety of measures 
in an attempt to influence the behaviour of their people and, at the same time, to support them. This is 
what we commonly understand by education – the carrot and the stick. The nanny state will still be 
active in 2021. We assign a probability of 70 % to this scenario.

Just as the global economy began to recover from the escalating 
trade dispute of 2018 and 2019, the Covid-19 pandemic broke 
out. As a result of this massive shock, in 2020 the global economy 
has shrunk more than at any time since the end of World War II. 
Despite a second wave, whose impact is different from region to 
region, a global economic recovery has taken hold. It should lead 
to output growing sharply in 2021. At 5 %, Germany will probably 
record its highest rate of growth since the early 1990s. However, 
as in most countries, average performance over the period 
2020 / 2021 is likely to be rather sluggish.

Amid a very brief but steep contraction, governments and central 
banks stabilised the financial markets and demand by intervening 
on a historic scale. Since then, uncertainty has diminished to some 
extent. Monetary and fiscal policy will help to mitigate the conse-
quences of the shock, such as corporate bankruptcies and unem-
ployment, even as the recovery gains momentum in 2020 / 2021. 

In this baseline scenario, we assume that there will be no repeat 
of the nationwide, week-long and complete lockdowns and that 
a vaccine will be developed by the first half of 2021. As in 2020, 
the quality of healthcare systems and, more generally, the way 
the pandemic is handled by policymakers and society at large 
will determine which economies perform worse – and which 
perform better.

The rise of the nanny

Up to now, Germany has fared better during the crisis than many 
of its neighbours. As an export-oriented country, however, it is 
dependent on how the principles of the international division 
of labour and the free market will develop in the future. Both 
are  currently under threat, most notably from state intervention. 
The United Kingdom would be hit harder by tariff barriers after 
Brexit than the rest of the European Union, but they would also 
pose a threat to Germany’s export industry. 

Of greater importance is what happens next to the global trade 
order, dealing with rising levels of debt (including in the private 
sector), climate change or the digital transformation. In each case, 
the state has the power to play a positive or negative role. In trade 
and competition policy, the governess is taking on an increasingly 
Chinese complexion in many places. Some politicians seem to 
believe that we need to become more like China in this respect – 
which is not necessarily a good sign.

The share of the economic “cake” claimed by the state has grown 
significantly during the crisis – partly because the size of the whole 
cake has shrunk. For governments to sustain this situation in 
the long run would necessitate tax increases. In the medium term, 
we can expect a reduction in ballooning deficits to more “normal” 
levels. There is a risk that we could see a ratchet effect: Just as 
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public spending ratios in G7 coun tries 
did not return to their pre-2008 levels 
after the global financial crisis, they may 
move up yet another notch in the “new 
normal” post-Covid world – perhaps even 
significantly so.

Finger-wagging (not only)  
from the Eurotower

Central banks display a particularly marked 
tendency when it comes to enlarging their 
own spheres of influence. Unelected tech-
nocrats have expanded their power by 
following the slogan of “we know best!”. 
In a process that is best described as 
“mission creep”, central bankers unilater-

ally claim authority over new areas of 
responsibility such as social or environ-
mental policy. Meanwhile, the core task 
of monetary policy – maintaining price 
stability – is increasingly relegated to the 
sidelines. 2021 will provide a good exam-
ple of this phenomenon: despite a notice-
able rise in inflation rates, central banks 
will not unwind their expansionary stance 
and, in some cases, will go even further.

In addition, monetary policymakers seem 
to be handing governments a carte blanche 
to implement additional debt-financed 
measures with their zero or negative inter-
est rate policy. Everywhere you look at 
the moment, money is being spent as if it 
grew on trees, adorned with euphemisms 

such as “Recovery and Resilience Facility”. 
“Redistribution Fund” just doesn’t have 
the same ring to it.

Safety versus dynamic growth

In the short term, it may be appropriate 
for the state to considerably expand its 
intervention in the economy. But it har-
bours medium to long-term risks, not only 
for the freedom of the individual but also 
for economic dynamism. In view of chang-
ing demographics, it is essential for a 
country to have a large and modern capital 
stock as well as high labour productivity, 
not least in Germany.

Sources: Datastream, Helaba Research

Uncertainty recedes

Global Economic Policy Uncertainty (GEPU) Index*

* Global Economic Policy Uncertainty Index, based on PPP-adjusted GDP weightings. Newspapers reports, among other sources, are included in the calculation.
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A rising burden of regulation, more 
bureaucracy, increasing tax and public 
spending ratios – these are not recipes 
for a dynamic and productive economy. 
If governments are too generous in miti-
gating economic disruption, e.g. by 
extending all of their support measures 
until the end of 2021, they risk cementing 
existing structures and this could lead to 
the rise of “zombie companies”.

  “Intelligence is the ability  
to adapt to change.”

 Stephen Hawking (1942 – 2018)

Many structural elements are in danger 
of becoming obsolete at an unusually 
rapid pace anyway, for example as a result 
of attempts to contain global warming or 
behavioural shifts triggered by the pan-
demic – especially in respect of digitisa-
tion. This would replicate a mistake made 
by Japan in the 1990s and by the EU after 

the 2008 / 2009 financial crisis. At that 
time, inevitable structural change was 
either blocked or delayed out of concern 
for short-term costs (e. g. in the form of 
job cuts). This is precisely the direction 
that a zero interest-rate environment 
and an extension of government support 
schemes would take the economy now. 
They prevent resources from being diverted 
from yesterday’s industries to those of 
 tomorrow. A strict but good nanny, on the 
other hand, recognises the need for her 
charges to shed some tears now and again 
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in the short term – after all, it is in their 
own long-term interest!

Overview of forecasts in the 
 baseline scenario

In a rebound following the deep recession 
of 2020, economic growth in Germany and 
the euro area in 2021 will be very strong at 
5 % and more than 6 %, respectively. The 
US economy is set to expand by almost 
4 %. Inflation will pick up, not least as a 
consequence of a sharp rise in oil prices 
over the course of the year. However, euro 
area inflation will remain below the ECB’s 

target of 1.4 %. In Germany, consumer 
prices will climb by around 2 %, while 
in the United States inflation is likely to 
exceed 3 % on average over the year.

Under normal circumstances, bonds would 
be a risky investment in this environment. 
An economic recovery, rising commodity 
prices, higher inflation rates and a consid-
erably higher volume of bonds on the 
market due to skyrocketing government 
debt will combine to form a toxic cocktail. 
However, central banks – unlike virolo-
gists – already appear to have an antidote 
to this threat. As a result of their purchase 
programmes, they control yield levels, 

yield curves and risk premiums. It is hard 
to imagine that the ECB would expect the 
euro area’s debt-stricken countries to be 
able to cope with more than a modest rise 
in yields. At – 0.2 % by the end of 2021, 
10-year German government bonds will 
not emerge from negative yield territory 
next year.

The economic recovery will alleviate 
the pressure on corporate credit profiles 
in 2021. Corporate bond issuance will 
return to normal. As corporate credit 
ratings stabilise, this will have a positive 
effect on the quality of banks’ balance 
sheets. Covered bonds will be under-
pinned by their quality and demand will 
remain buoyant. The low level of risk 
premiums will persist, driven by demand 
from central banks.

Equity investors have endured a roller-
coaster year of extreme volatility in the 
wake of the 2020 Covid-19 pandemic. In 
2021, equities will continue to be caught 
between high valuations and a lack of 
investment alternatives. Stocks will benefit 
from their status as tangible assets. After 
all, the global volume of negative-yielding 
government bonds has reached its previ-
ous all-time high of August 2019 again. 
However, until effective vaccines become 
available, equities will remain dependent 
on support from monetary and fiscal 
policy. Nevertheless, in view of anticipated 

Nanny provides strong support

% of GDP

Sources: Macrobond, Helaba Research

* 2020 and 2021: IMF forecasts
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medical advances and an associated strong economic rebound, 
among the traditional asset classes equities hold out the best 
prospects for 2021. Towards the end of the year, the DAX is likely 
to be trading at around 14,000 points.

As an asset class, real estate will continue to benefit from ex-
tremely low interest rates. However, the recession of 2020 will 
not leave the real estate market unscathed. In commercial seg-
ments, especially retail, rents and purchase prices will decline in 
2021. In contrast, the German housing market will resume its 
upward trend, albeit at a slightly more moderate pace, thanks to 
ongoing robust demand and a continuing shortage of available 
properties.

2020 was a record-breaking year for gold. With the outbreak of 
Covid-19, the traditional safe-haven was propelled to unprece-
dented highs. Even after the pandemic has subsided, we do not 
expect any turnaround in 2021. After all, gold always stands to 

gain when the world’s reserve currency, the US dollar, weakens. 
This is compounded by an ongoing situation of real negative 
yields and astronomical levels of government debt. Overall, with 
political support, the gold price will be trading at 2,000 US dollar 
or 1,600 euro per troy ounce by the end of the year.

The attractiveness of the US dollar has waned. Its yield advantage 
against the euro will remain low as loose monetary policy is here 
to stay for some time to come. Without a cyclical tailwind, it is at 
risk of being adversely affected by structural problems. Caution is 
warranted due to a high budget deficit combined with a chronic 
current account deficit in the United States, especially since the 
greenback is regarded as overvalued. The euro-dollar exchange 
rate is likely to be trading at around 1.25 by the end of the year.

Patrick Franke

Sources: Datastream, Helaba Research

Gold only asset class with significant gains in 2020

Indexed, 31 December 2019 = 100, total return in EUR
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Interest rates and bonds

The power on the River Main

Despite a cyclical revival, higher inflation and rising national 
debt, yields on 10-year German government bonds will remain 
negative throughout 2021. This is attributable to the ECB and its 
ballooning balance sheet, which will exert downward pressure 
on bond market yields.

The European Central Bank, which has now been under the lead-
ership of Christine Lagarde for a year, is the guardian of the euro 
bond market. Since the euro area sovereign debt crisis, the central 
bankers have intervened in bond markets on an enormous scale 
by launching purchase programmes, the main goal of which is to 
avert the danger of a significant rise in risk premiums. These 
mammoth liquidity injections and changes to the regulatory 
framework during the Covid-19 pandemic should prop up banks 
and companies; more importantly, though, they are designed to 
stabilise the capital markets.

And the ECB’s efforts have paid off. Even without cutting key interest 
rates, which have already reached record lows, it was rapidly able to 
contain bond prices of crisis-torn countries. In conjunction with ex-
tensive EU rescue packages, the yield on 10-year Italian government 
bonds even fell to a new all-time low of 0.6 %. While the ECB’s bal-
ance sheet total already stood at as much as 2 trillion euros in 2014, 

since March it has risen from 4.7 trillion to a most recent level of 
6.7 trillion euro. In 2020, the central bank’s total assets are expected 
to soar to around 60 % of euro area nominal GDP. This is part of a global 
trend, with Japan leading the way with a ratio of more than 120 %.

Yields set to rise – but the ECB will keep a lid on them

The yield on 10-year German government bonds also registered 
a new low of – 0.8 % in March. By the end of 2021, it is likely to rise 
to – 0.2 %. The trend towards rising yields will be fuelled by a cyclical 
recovery, inflation gathering pace and a massive increase in 
government debt. Now, even the European Union is to join the 
ranks of major issuers on the bond market. In the past, the signifi-
cantly higher supply and the extremely negative real yield would 
have entailed considerable price risks.

  “In the face of what I call the market failures, it is a 
question that we have to ask ourselves as to whether 
market neutrality should be the actual principle that 
drives our monetary policy portfolio management.”

 Christine Lagarde, ECB President

But with the ECB acting as a backstop, many investors will pre-
sumably be reassured. They are counting on the central bank 
simply expanding its purchase programmes if the worst comes 
to the worst. The most likely option is to extend the Pandemic 
Emergency Purchase Programme (PEPP) beyond the previously 
envisaged exit date of mid-2021. In addition, investors can rely 
on the fact that key interest rates will stay negative for a long 
time to come. The ECB’s announcement in the middle of the year 
of a strategy review should underpin this expectation. There are 
strong indications that the ECB will follow the US Fed’s lead in 
seeking higher inflation in future as well as tolerating a longer 
period of inflation target overshoot.
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As regards to risks and side-effects …

However, the link between monetary and 
fiscal policy, which have become increas-
ingly intertwined during the Covid-19 
crisis, could prove to be a serious problem 
in the long term. The rising share of out-
standing government bonds that are held 
by the ECB threatens its capacity to act 
and exposes it to growing political influ-
ence. If inflation rises significantly, will it 
still be possible to tighten monetary policy 
without jeopardising the ability for euro 
area countries to refinance themselves? 
Perhaps this is more of a rhetorical ques-
tion. Alternatively, is the ECB itself becom-
ing a socio-political protagonist and playing 
a role that goes far beyond its remit of 
controlling inflation – for example, by con-
tributing to the fight against climate 

change? At the same time, there is a 
risk that necessary reforms, in Italy for 
instance, will be put on the back burner 
due to the extensive monetary policy 
support the ECB has provided. Christine 
Lagarde’s suggestion that the EU’s 
economic stimulus packages should 
be retained as permanent support 
mechanisms would only add to this risk. 

In turn, this could result in populist 
tendencies, especially in northern EU 
countries, flaring up again. Ultimately, 
incentives for sound economic man-
agement will diminish – not only in 
struggling countries.

US government bonds are also affected 
by tensions between mounting government 
debt and ultra-loose monetary policy. 
Here, too, rising yields can be expected 
as a reaction to a transformed economic 
environment. While the yield on 10-year 
US Treasuries has been around 0.7 % 
since the beginning of the crisis, it is likely 
to reach 1.2 % by the end of 2021 – 
 although this is still relatively low by 
historical standards. If inflation expecta-
tions and US key interest rates were to 
be used in old regression models, it would 
result in a yield of around 2.5 %.

Ulf Krauss

Purchase programmes ensure yields remain in negative territory 

Sources: Datastream, Helaba Research
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Covered Bonds

Quality matters

Covered bonds have proven their resil-
ience to crises in 2020 and will remain 
in demand in 2021, too. Meanwhile, the 
market continues to evolve: EU minimum 
standards are expected to be implemented 
by the middle of 2021 and the sustaina-
bility segment is growing.

The impact of the Covid-19 pandemic 
on covered bonds was less severe than 
on many other asset classes. Spreads 
reached their pre-crisis levels at an early 
stage, mainly thanks to generous support 
by the ECB. For 2021, we expect credit 
qualities to remain largely stable. Any 
major real estate risks should be limited 
to the retail and hotel segments.

Owing to the fact that many loans are 
prefunded and that there are attractive 
refinancing alternatives available through 
the Eurosystem, maturing debt of around 
134 billion euro will be matched by new 
issues with a total estimated volume of 
only around 105 billion euro. As demand 
is expected to remain strong, especially 
from central banks, risk premiums should 
stay low.

Monetary policy boosts relative appeal 

While the persistence of negative yields 
may act as a deterrent to certain inves-
tors, at the same time yields on alterna-
tive bonds – such as those from German 
Länder, development banks or the new 
major issuer the European Union – are 
even more negative in many cases. In 
addition, banks have to pay high penalty 
rates for excess reserves.

  Market remains  
receptive.

The number of investors seeking sustain-
ability-linked assets is increasing and this 
trend is supporting the still small but 
rapidly growing segment of green and 
social covered bonds. 

Furthermore, to ensure the quality of 
covered bonds, EU-wide minimum stand-
ards designed to harmonise covered bonds 
are set to be transposed into national law 
by mid-2021. For some covered bond 
markets, such as Spain or the Czech 
Republic, the new requirements are likely 
to mean an increase in quality. However, 
issuers will not have to apply the new 
requirements until the middle of 2022.

Sabrina Miehs
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Credits

The new normal

The need to refinance maturing debt and fund structural invest-
ment programmes will be the primary motives for corporates to 
issue bonds in 2021. Banks’ activities on the primary markets 
will be determined by the ECB’s liquidity operations and regula-
tory requirements.

we estimate that issuance activity in 2021 will be significantly 
lower. We anticipate a primary market volume of 300 to 350 
billion euro.

Banks benefit from support by monetary policy and regulators

Stabilising corporate credit qualities will also have a positive effect 
on the quality of banks’ assets. However, banks have so far taken 
very different approaches to setting aside provisions for credit 
risks in line with economic expectations. The extent to which these 
provisions are adequate will only become apparent once moratoria 
and fiscal policy support programmes have expired.

The issue of sustainability is becoming increasingly important 
for every segment. The pandemic is also boosting the trend 
towards digitisation. Cost-cutting initiatives will remain on the 
agenda as a result of high capital expenditure costs and dwin-
dling earnings. On a positive note, at least most banks have built 
up substantial capital buffers. Having been forced to abstain 
from paying out dividends to their shareholders, they want to 
return to their previous distribution policies as soon as possible.

Due to their large-scale participation in the ECB’s TLTRO pro-
gramme, many institutions have slashed the number and volume 
of issues they had planned for 2020 as a whole. In 2021, issuance 
will again be strongly influenced by ECB policy. The ECB’s liquidity 
operations and the challenging business environment both weigh 
on the outlook for primary market activities. On the other hand, 
there will be a renewed increase in maturities. In addition, the 
volume of regulatory-driven non-preferred issues will continue 
to grow so that there will be further use of favourable capital 
market windows.

Dr. Susanne E. Knips, Ulrich Kirschner, CFA

The wide-ranging measures launched to raise liquidity in the wake 
of the Covid-19 crisis mean that the primary market for euro 
corporate bonds will reach a new record volume of more than 
450 billion euro in 2020. Purchases by the ECB to support the 
market will be a key factor in ensuring that demand for corporate 
bonds remains high in 2021 and refinancing costs stay at a 
low level. 

In addition, the economic recovery will tend to reduce risk 
premiums for companies. Although default rates for corporates 
are likely to rise in some cases as a delayed consequence of the 
pandemic, pressure on credit profiles should ease for the majority 
of companies.

  Primary market appears unlikely  
to set a new record in 2021.

As the crisis subsides, the need for many issuers to further 
increase their liquidity will decrease. Instead, the capital market 
operations of corporates will once again focus on replacing 
maturing issues and financing structural investment pro-
grammes, for example in the automotive industry (e-mobility) or 
in the telecommunications sector (expanding networks). Overall, 
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Equities

Dependent on support

Equity investors have endured an unusually turbulent year 
amid the unfolding crisis of the Covid-19 pandemic: a crash in 
the first quarter was followed by a record-breaking rally where-
upon many indices succeeded in recouping most of their losses. 
Although fresh lockdowns have once again reduced investors’ 
appetite for risk, equities are still likely to be the best perform-
ers among traditional asset classes in 2021.

Despite mounting an impressive overall comeback, there have 
been considerable geographic variations in how equities have 
rebounded. Among economic heavyweights, China has so far 
weathered the crisis most successfully in terms of equity market 

performance. As of 4 November, Chinese stocks (Shanghai Shen-
zhen CSI 300) were trading 18 % up on their 2019 year-end level. 
US equities (S&P 500) had posted a 7 % gain, while in Europe 
(EURO STOXX 50) they were still 16 % lower.

Since reaching a peak in March, investors’ risk aversion has 
declined sharply as the year has progressed. The implied volatility 
of the leading international indices – an indicator of market 
participants’ perceived uncertainty – has moved largely within 
normal parameters, even since the resumption of lockdowns. 

Why are market players handling the crisis with such surprising 
calm? The main reason is probably a combination of highly 
expansionary fiscal policies by governments around the world 
and the ultra-loose monetary policy of central banks. In view of 
this, investors have clearly extended their investment horizons 
and are already anticipating a post-Covid era. In some cases, this 
has resulted in surging equity valuations.

In 2021, it is likely that equities will continue to be caught 
between high valuations and a lack of investment alternatives. 
In this regard, stocks will benefit from their status as tangible 
assets. After all, the global volume of negative-yielding govern-
ment bonds has reached its previous all-time high of August 

DAX has upside potential

Index points

Sources: Datastream, Helaba Research
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2019 again. However, until effective 
vaccines become available, equities will 
remain dependent on support from mone-
tary and fiscal policy. 

Moreover, a crucial factor will be to ensure 
that measures to combat the pandemic are 
administered adequately so that the eco-
nomic damage can be contained. However, 
it is not a foregone conclusion that this will 
always succeed at the first attempt. In light 
of this, so-called risky assets may suffer 
temporary setbacks. Nevertheless, in view 
of anticipated medical advances and an 
associated strong economic rebound, 
among the traditional asset classes equi-
ties hold out the best prospects for 2021.

  This is what investors feel equities  
are best placed to deliver: 

  “Success is not final, failure is not 
fatal, it is the courage to continue 
that counts.” 

 Winston Churchill (1874 – 1965)

Valuation of US equities particularly high

The primary beneficiaries on the US market 
in 2020 have included IT, telecoms and 
e-commerce stocks. These are exactly the 
equities with strong weightings in the 
S&P 500. Consequently, they account for 
around 50 % of the market capitalisation 
of the S&P 500 index – almost as high as 
at the peak of the new economy boom in 

the late 1990s. This has also contributed to 
the fact that the valuation of the S&P 500 – 
in terms of its price-earnings ratio – has 
come close to all-time highs seen in the 
spring of 2000. 

Even if interest rates remain low, there is 
little scope for permanently higher valua-
tions, especially since other sectors of 
the US market are already expensive. 
As a result, equity prices are likely to rise 
only to the extent that the outlook for 
corporate earnings improves. We expect 
the S&P 500 to close 2021 at 3,750 points.

DAX relatively attractive

In contrast, European and especially 
German stocks are valued significantly 
lower than their US counterparts. The 
DAX, for example, is currently within its 
fair long-term valuation range. As the 
economy recovers dynamically, in line 
with our assumptions, expectations for 

corporate earnings will rise noticeably. 
At the same time, there is room for a 
modest uptick in valuations and thus 
potential for price gains. 

In our baseline scenario, the DAX will be 
trading for the most part in the upper 
half of a fair valuation range of 11,000 to 
14,500 points in 2021. Towards the end 
of the year, we expect the leading German 
index to reach 14,000 points.

Markus Reinwand, CFA

DAX
EURO STOXX 50
S&P 500

for more equity forecasts see page 54 
Source: Helaba Research
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Gold

Politically protected

2020 was a record-breaking year for gold. With the outbreak of 
Covid-19, the traditional safe-haven was propelled to unprece-
dented highs. In 2021, political support for the precious metal 
will continue so that, even when the pandemic is over, there will 
be no turnaround in the trend.

The precious metal has surged from one high to another, 
 breaking through the psychologically significant mark of 2,000 
US dollar per troy ounce in August before reaching a new all-time 
high of 2,075 US dollar. In euro terms, its growth was even more 
pronounced, culminating in a record of almost 1,750 per troy 
ounce. Subsequently, a period of consolidation set in, although 
the precious metal should soon breach the 2,000 US dollar thresh-
old once again and rise, at least temporarily, to 2,300 US dollar 
per troy ounce in 2021.

In this respect, gold has lived up to its reputation as a safe haven 
currency, attracting investors due to the current high level of 
uncertainty on the markets. As the pandemic subsides in the course 
of 2021, we do not expect to see any more comparable spikes in 
the price of gold. At the same time, though, there is unlikely to be a 
significant downward correction either, as is usually the case after 
similar record years. Three investment-related issues will contribute 
to this in 2021 and should ensure demand for gold remains stable: 
monetary policy, fiscal policy and the weakness of the dollar.

Forecast, 
end of period ... 

Gold USD/ounce
Gold Euro/ounce

Source: Helaba Research
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Negative real interest rates 

The Fed, the ECB and a number of other 
central banks have fixed their key interest 
rates at zero or lower as part of their 
efforts to combat the crisis. This zero-rate 
policy is not expected to be abandoned 
any time soon; on the contrary, monetary 
policymakers are signalling that they will 
keep their interest rates at this low level 
for a very long time to come. This has not 
only pushed down nominal interest rates 
in both the United States and Germany, 
but has also led to negative real interest 
rates in both currency areas. The result 
is that, compared to alternative safe invest-
ments, holding gold no longer entails any 
opportunity costs and even offers advan-
tages by avoiding negative interest rates. 
In 2021 this will not change in real terms.

  “You have to choose between 
trusting to the natural stability 
of gold and the natural stability 
of the honesty and intelligence of 
the members of the Government. 
And, with due respect for these 
gentlemen, I advise you, …, 
to vote for gold.” 

 George Bernard Shaw (1856 – 1950)

Lasting mountains of debt

In their response to the crisis, countries 
throughout the world have seen their 
national debt rise sharply. Although econ-
omies are now recovering from the down-
turn, it will take some time before they 
reach pre-crisis levels again. There is no 
prospect of any rapid decline in govern-
ment debt; in fact, policymakers seem 
to be pursuing a strategy of “growing” 
out of their debts. However, this is in turn 
fuelling expectations that governments 
will seek to stoke inflation in the long 
term in order to devalue their debt. If this 
approach were to gain traction among 
investors and savers, the role of paper 
currencies would be undermined as a 
means of storing value and, in return, 
gold’s appeal as an alternative currency 
would increase.

Weak dollar = strong gold

Gold always benefits when the global 
reserve currency, the US dollar, weakens. 
This was the case in 2020 as a result of 
the Fed’s monetary policy and US Presi-
dent Trump’s (mis)management of the 
Covid-19 pandemic. 

In 2021, the greenback will not regain its 
former strength, even under a new presi-
dent. Overall, the precious metal will fluc-
tuate around the 2,000-dollar mark with 
political support, in a range of between 
1,800 and 2,300 US dollar per troy ounce.

Claudia Windt

Sources: Macrobond, Helaba Research

Gold: setting its sights on another record high

USD / EUR per troy ounce

Gold in USD
 

Gold in EUR

0

500

1,000

1,500

2,000

0

500

1,000

1,500

2,000

04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21



22 Helaba Research | November / December 2020 | © Helaba

Real estate

Not completely immune

Real estate will continue to reap the benefits of a protracted low interest rate environment in 2021. However, the deep 
recession in the previous year will have a delayed impact – with market segments affected in quite different ways.

ing new leases and reviewing their office 
space requirements. Although rental in-
come will recover in 2021, the long-term 
impact on demand for office space of a 
shift to remote working arrangements 
may gradually become more noticeable. 
The likely outcome will be rising vacancy 
rates in certain locations and a modest 
decline in office rents. However, more 
generous distancing regulations and 
cautious project developers, as well as 
a rebound in employment, should limit 
negative market reactions.

Robust German housing market

The pandemic has not yet had any nega-
tive repercussions for the German hous-
ing market. The crisis of recent months 
has probably even reinforced the trend 
towards a flight into residential property, 
in a similar way as during the financial 
crisis. The latest data point to a sustained 
upward trend, although the average rise 
in residential property prices is likely to 
slow down somewhat in 2021. Ultimately, 
with more people working from home, 

demand may tend to migrate from 
central inner-city locations to the out-
skirts of metropolitan areas.

  The German housing market will 
remain in the political spotlight. 
Will the political parties try to 
outdo each other in proposing 
interventionist measures during 
the election campaign? This would 
not result in any more living space 
being built.

The fundamentals of the housing market 
will remain largely intact: low interest 
rates and people relocating to conurba-
tions will ensure buoyant demand. With 
construction firms’ order books bursting 
at the seams, this will limit residential 
construction activity; consequently, the 
gap between supply and demand will 
remain wide. Finally, housing policy is 
having anything but a constructive effect. 
Some measures are not helping to over-
come the housing shortage and could even 
discourage investors. It will be interesting 

Experience has shown that real estate 
markets are closely correlated with, but 
lag behind, macroeconomic trends. For 
this reason, to a certain extent the severe 
recession in Germany is not expected to 
have an impact on rents and property 
values until 2021. The consequences of 
the pandemic will vary considerably by 
property type.

Apart from the hospitality sector, retail 
properties were hit hardest by large-
scale closures during the spring lockdown. 
Food retailing is an exception to this. 
However, many bricks-and-mortar retailers 
are the main casualties of the crisis, with 
consumers increasingly turning to online 
retailers. A swathe of retail outlets will not 
survive the Covid-19 crisis and this could 
result in lost rental income and rising 
vacancy rates, especially in less desirable 
locations. The decline in prices, which was 
already underway before the onset of the 
pandemic, will continue in 2021.

The boom on the German office market 
is also likely to have run its course for the 
time being. Many companies are postpon-
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to see what the party manifestos for 
the 2021 German federal elections have 
to say about this issue.

Weaker real estate funds due to  
the crisis

The average year-on-year performance 
of German open-ended mutual property 
funds fell below the 2 % mark for the first 

time since 2011 due to the crisis-induced 
decline in prices. Given the customary 
time lag associated with property apprais-
als, further depreciations of properties 
are likely in 2021, especially in retail and 
hospitality sectors. This will lower the 
average annual performance to between 
1 % and 1.5 %, before a turnaround can 
be expected in the second half of the year. 
At the end of 2021, average yields on the 
major funds are likely to remain below 2 %. 

In view of the significantly weaker perfor-
mance compared with previous years, 
capital inflows will decline. However, 
thanks to the introduction of notice and 
minimum holding periods several years 
ago, even funds experiencing temporarily 
negative returns are unlikely to see any 
substantial outflows.

Dr. Stefan Mitropoulos
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Currencies

Dollar slide to continue

On currency markets, it is often a question of who is one-eyed 
and who is blind. For many years, the euro was considered the 
greater source of concern. This view seems to be changing: 
In the wake of Covid-19, political and economic difficulties are 
coming to the fore in the United States. Prospects for the US 
currency therefore remain gloomy.

In periods of uncertainty, the US dollar is often a much sought-after 
safe-haven currency. Indeed, the greenback initially benefitted 
from the coronavirus pandemic – but it didn’t last long. In the 
meantime, there are signs that the US currency will close out 2020 

in the red. This is despite the fact that the US economy has taken 
less of a battering than the euro area. However, the US Federal 
Reserve reacted more aggressively to the crisis than the ECB. Yields 
on US bonds are only slightly higher than those in Europe, eroding 
one of the US dollar’s main advantages over the euro.

Despite the economic recovery in 2021, monetary policy in the US 
and the euro area will not see any fundamental change. Interest 
rate hikes are still a long way off. The only area in which the Fed is 
likely to shift down a notch ahead of the ECB is quantitative easing. 
However, the US yield advantage will not increase significantly. 
In any case, the US Federal Reserve took the lead, which the 
stronger monetary growth serves to underline. The United States 
is not expected to enjoy a growth advantage in 2021, so there is 
unlikely to be any cyclical tailwind for the US dollar. Other factors 
have counselled caution for some time already.

Dollar faces structural problems

Budget deficits have been rising everywhere during the crisis. 
In the United States, though, the deficit has been rising particularly 
steeply, not least it is financed by the Fed. Apart from some one-
off effects that are set to expire, deficits remain high. Regardless 
of the election outcome, there are no signs of fiscal consolidation 
in US politics. Since the United States is also dependent on financ-
ing its spending from overseas due to its chronic current account 
deficit, this is of relevance for the dollar. The record-high “twin 
deficit” arouses suspicion among foreign creditors, especially as 
some are not amused by the way the US currency is being used 
as a tool to impose international sanctions, e. g. on Russia or Iran. 
In any case, the US dollar is still considered overvalued in terms of 
purchasing power parity – especially against the euro. Given their 
increasingly protectionist stance, even US policymakers might 
show a growing interest in a weaker currency.
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  “The US dollar slide has entered the early  
stages of what looks to be a sharp descent.”

 Stephen Roach, US economist

Structural problems and a lack of cyclical tailwind – does that 
foreshadow a major dollar collapse? The danger of a dramatic 
devaluation is still minimal and it is unlikely that the greenback 
will lose its status as the world’s reserve currency any time soon 
due to a lack of alternatives. After all, even the euro is one-eyed 
at best. The EU’s recovery funds will help to alleviate certain diffi-
culties, but financial and political concerns will not be banished 
forever. In any case, a monetary policy turnaround by the ECB is 
still a long way off. For this reason, the trend towards a modest 
depreciation of the dollar will presumably continue in 2021. 
The euro-dollar exchange rate is likely to close the year at 1.25.

Pound sterling, Swiss franc and Japanese yen

Sterling has been plagued by a “Brexit discount” for years. An end 
to the political uncertainty should give the British currency a boost, 
even if the new reality outside the EU will be anything but rosy. 
Hopes are also high for a more robust economic recovery once 
the devastating effects of the pandemic have subsided. The fact 
that the Swiss franc, as a safe haven for investment, has not been 
a major beneficiary of Covid-19 can be explained in no small part 
by the SNB’s aggressive intervention. In the wake of a generally 
more favourable economic environment, demand for the Swiss 
currency will decline and the euro-franc exchange rate should 
rise to 1.12.

The Japanese yen has been able to benefit from the weaker US 
dollar but has lost ground somewhat against the euro. This trend 
is expected to continue in 2021. In terms of its external position, 
Japan is in considerably better shape than the United States but 
is posting slower growth than the euro area.

Christian Apelt, CFA

Low interest rate spread makes US dollar unattractive

% points US dollars

Sources: Macrobond, Helaba Research
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Countries in the 
 baseline scenario2

GDP 4.8 %

GDP 3.3 % GDP 5.7 %

GDP 6.0 %GDP 7.5 %GDP 8.0 %GDP 5.0 % GDP 3.2 %
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European Union

The next generation

The year to date has brought about changes that will have a 
 lasting transformative impact on the European Union. 2021 
marks the beginning of a new era.

The withdrawal of the United Kingdom from the EU in the spring 
as well as decisions taken in July on a European recovery plan and 
the EU’s multiannual financial framework are the defining events 
of 2020.

  “The COVID-19 crisis presents Europe with  
a challenge of historic proportions.” 

 European Council

An unprecedented economic slump, millions of job losses and 
health systems that are stretched to the limit represent challenges 
that have been driving a trend towards closer collaboration 
among the 27 remaining EU states. As part of the “NextGenera-
tionEU” (NGEU) recovery plan, a decision was made that member 
states can apply for financial aid worth 390 billion euro from 
the EU budget. This package represents an unparalleled level of 
support and will be supplemented by loans, bringing the total 
NGEU volume to 750 billion euro.

“Recovery & Resilience Facility” a central element  
of the EU budget

In July, the NGEU recovery plan was adopted as part of the EU’s 
Multiannual Financial Framework for the period of 2021 to 2027, 
which amounts to a total of 1.8 trillion euro. This shows that NGEU 
is crucial for the expansion of the EU budget in the coming years, 
especially in view of the years 2021 to 2023, when the bulk of 
payments will be made.

Outstanding bonds with a volume of EUR 900 billion possible

The EU Commission will fund these measures by tapping the capi-
tal markets. Together with smaller issuance programmes (e. g. the 
EU short-time work scheme, SURE) and EFSM activities, the vol-
ume of outstanding EU bonds will amount to around 900 billion 
euro within a few years. This will make the EU fifth-largest 
borrower in Europe in the future. While in the United Kingdom, 
national political concerns have gained the upper hand due to 
Brexit, with these measures the EU is taking a giant leap towards 
communitisation. This does not represent the introduction of 
Eurobonds – not yet at least – but EU bonds will play an important 
role in the primary market for years to come.

Ralf Umlauf

EU to rank fifth as debtor in future

Outstanding volume, EUR billions

Sources: EU, Bloomberg, Helaba Research

* EU member states: as of 2019; EU: total estimated volume over next few years
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Germany

Emerging stronger from the crisis

The Covid-19 crisis is not over yet in Germany. However, 
with a decline of 5.4 % in calendar-adjusted terms in 2020, 
the economy is not expected to shrink as fast as the euro area 
as a whole. A process of recovery is already underway. Measures 
by the government to stabilise the economy have mitigated 
the damage, with a stimulus package of around 130 billion euro 
providing an additional boost.

Following the slump in economic output in the spring and a strong 
rebound in the third quarter, growth will largely come to a stand-
still in the final quarter of 2020 due to stricter measures to combat 

the pandemic. Ultimately, Germany is likely to see a calendar- 
adjusted fall in GDP of 5.4 % by the end of the year. Nevertheless, 
leading indicators point to a continuation in the recovery. For 2021, 
we expect that the economy will grow by an estimated 5 % and that 
it should return to its pre-crisis level by as early as next autumn.

  The coronavirus pandemic has widened  
the gap in per capita income between Germany  
and the euro area.

In contrast to France or Italy, public consumption expenditure 
rose in the spring of 2020. After all, they account for one fifth 
of gross domestic product and are forecast to have grown by 3.5 % 
in 2020. In 2021, thanks to generous government spending, 
a further rise of 3 % is expected. Social benefits, in particular, 
were increased in 2020. Social security systems have partially 
offset people’s loss of income due to short-time work and increased 
unemployment.

Investments in R&D and software to rapidly 
exceed pre-crisis levels

Real gross fixed capital formation in Germany, Index Q1 / 2008 = 100

Sources: Macrobond, Helaba Research
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The number of partially unemployed workers, which recently 
stood at around 3.3 million, is likely to fall further in 2021 and the 
unemployment rate should also decline. People will gradually 
return to regular employment, but this will take time. Unemploy-
ment in 2021 is expected to average 2.8 million, some 530,000 
more than in 2019.

Consumer spending is likely to rise by 5 % in real terms in 2021. 
However, due to ongoing pressure as a result of the Covid-19 

Germany

pandemic, consumer will still be limited in their financial scope, 
especially with regard to services. The retail sector has benefitted, 
although not in all segments, having already exceeded its pre-crisis 
level of sales. Online retailers are the biggest winners, but the 
situation of bricks-and-mortar retailers has also improved.

The growth in consumption will coincide with an increase in 
disposable income of only about 4 %. However, savings rate 
will return to a normal level. It is likely to fall by three percentage 
points following a sharp rise in 2020 to 16 %. Real growth in 
consumption in 2021 will be hampered by a somewhat higher 
deflator. At the beginning of the year, value-added tax is set 
to revert to its original level and higher energy prices will have 
an inflationary effect. 

Capital expenditure to determine competitiveness

It will be a while before a recovery in global investments in 
equipment sets in. Capacities in manufacturing industry remain 
underutilised so that, for the time being, expansion is not an 
urgent priority. In addition, the severe recession has led to a 
deterioration in corporate earnings. Protectionist tendencies 
and the consequences of Brexit have long had a negative impact. 
Currently, this is acutely felt by German industry, which is heavily 
geared towards supplying capital goods. 

Exports in 2021 are expected to grow by 8 %, only partially 
compensating for this year’s slump to date (2020: – 12 %). As a 
result, the handbrake has also been applied to equipment 
spending in Germany, which will also rise at a more moderate 
pace. Having plummeted by an estimated 18 % in 2020, it will 
probably take several years to return to pre-crisis levels. Starting 
from this low baseline, investments in vehicles and machinery 
are likely to increase by 12 % in 2021.

GDP real, % yoy

GDP real, % yoy, working day adjusted

Private consumption, % yoy

Government spending, % yoy

Gross fixed capital formation, % yoy

Investment in equipment, % yoy

Construction, % yoy

Exports, % yoy

Imports, % yoy

Consumer prices, % yoy

Unemployment rate, %

Unemployed, million

General government balance, % of GDP

Current account balance, % of GDP
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The German government’s economic stimulus measures will 
help to improve the country’s international competitiveness, 
e. g. the reduction in the EEG (renewable energy) surcharge, the 
reintroduction of degressive depreciation, improvements to 
research funding, the expansion of tax loss carry-back rules as 
well as the capping of social security contributions to 40 % by 
2021. In addition, financial support from the government will 
make it easier for German companies active in fields such as 
e-mobility, hydrogen technology, artificial intelligence (AI) and 
quantum technology to bolster their position.

Apart from government consumption expenditure, construction 
investment is the only other item that has risen, growing by 
around 1 % in 2020. Building sites have been able to continue 
working almost without interruption. New orders, however, 
continued to decline well into the summer months, although 
here, too, the situation can be expected to improve. 

Demand for housing and renovation work remains high. As the 
labour market returns to normal, existing uncertainty should abate 
and financing conditions remain attractive for buyers. Public sector 
construction will continue to benefit from the spending policies of 
local authorities. The situation in the commercial construction sec-
tor is more difficult, however. Overall, investments in construction 
are expected to show somewhat more robust growth of 2 % in 2021.

While companies dramatically reduced their investments in 
machinery and vehicles in 2020, reductions in spending on 
research and development as well as software were significantly 
lower. They are the principal component of investments in “other 
investments”, whose share of total investments has now risen to 
almost 19 %. In order to enhance their competitiveness with the 
help of new processes and products and by digitising workflows, 
companies are also likely to invest more heavily in these areas 
over the years ahead. Here, German industry continues to play 
a leading international role.

Germany

  The social market economy must not be  
allowed to turn into a nanny state.

Given the exceptional pandemic situation, government protection 
policies and economic stimulus packages are the right response to 
the difficulties that arose. The German economy is gaining momen-
tum again. For this reason, the government should gradually 
start considering phasing out interventionist measures in the 
economy. The German model of a social market economy must 
not be allowed to turn into a nanny state. This would have a detri-
mental effect on productivity and, by extension, on Germany’s 
competitiveness.

In 2020, the government deficit has jumped to an estimated 
6.5 % of gross domestic product, significantly more than during 
the financial crisis (2009: – 3.2 %). The national debt is likely to 
rise by more than 10 percentage points to more than 70 % of GDP. 
The financial tour de force that the government undertook was 
readily managed because years of prudent fiscal policy had 
preceded the crisis. The next government that Germans elect in 
October 2021 should quickly consolidate this approach in order 
to be able to cope with possible future crises.

Dr. Stefan Mütze 
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Hesse, Thuringia, North Rhine- 
Westphalia and Brandenburg: 
keep your cool!

Germany is a country with a distinctly federal character. So, it 
comes as little surprise that the federal states have favoured 
different approaches in the Covid-19 crisis. In this situation, 
the important thing is for politicians and citizens alike to keep 
their cool as there is a lot of uncertainty how to tackle the 
pandemic. It might even be worthwhile experimenting with 
different strategies to combat the disease. When the going 
gets really tough, Germany’s federal system has proven that 
it is able to achieve workable compromises – as the decision 
on the most recent lockdown in November shows.

The following selection of German federal states is focused on 
Helaba’s core regions.

Hesse more effected by Covid-19

Covid-19 has hit the State of Hesse with particular severity. 
In October 2020, the number of unemployed rose by 47,500 
compared to the same month last year. This was 7.5 times 
 higher than during the financial crisis. The reason for this drastic 
increase can be found in service sectors. For example, the volume 
of passengers passing through Frankfurt Airport in the period 
up to October 2020 was around 75 % lower than the same period 
in 2019. The Hessian hospitality industry suffered a – 43 % slump 
in turnover in the first seven months of 2020.

Although the industrial sector in Hesse recorded declining sales, 
a recovery has already set in and should mean that revenues in 
2020 will fall by less than 10 % overall. The retail sector, which 
includes online sales, even posted a 2.5 % increase in sales in real 

terms and the construction sector also registered growth. Overall, 
Hesse’s GDP is likely to fall by around 6 % in 2020, with an aver-
age contraction in Germany as a whole of – 5 %. With growth of 
5 % in 2021, the economic recovery in Hesse could be just as 
strong as that of Germany.

Thuringia to make up lost ground

Industrial companies in the German state of Thuringia have so far 
weathered the Covid-19 pandemic somewhat more successfully 
and their revenues in 2020 are likely to see a decline of consider-
ably under 10 %. Food manufacturers were responsible for this 
more positive performance. Demand for their products was not 
only high during the lockdown, as evidenced by a 16 % increase 
in sales in the first eight months of 2020 compared to 2.6 % in 
Germany as a whole. Other industrial segments, such as the auto-

Germany
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motive industry and producers of metal products, felt the full 
force of the coronavirus pandemic. Unemployment rose by 18 % 
in Thuringia in October 2020, which was below the national 
average of 25 %. Thuringia’s economic growth should be strong 
enough to achieve stagnation over 2020 and 2021. 

Smaller impact on North Rhine-Westphalia

At the beginning of 2020, all the signs were pointing to an eco-
nomic recovery in North Rhine-Westphalia (NRW) as well. But then 
everything changed. The industrial sector experienced major 
losses. Meanwhile, the worst is behind it but a contraction of 
around 10 % will be unavoidable for 2020 as a whole. The tourist 
industry has been operating, to a greater or lesser extent, in a 
strict lockdown. A 35 % loss of income has meant a struggle for 
survival for many hotels and restaurants.

NRW’s retail sector, on the other hand, has recorded a 2.5 % growth 
in sales in real terms this year, which is even on a par with the par-
ticu larly strong performance it achieved in 2019. The biggest 
winners are e-commerce businesses, supermarkets, consumer 
electronics stores and DIY stores as well as pharmacies and sports 
retailers. Other retailers, however, are struggling to survive. The 
overall contraction in NRW’s economy is expected to be below 
5 % in 2020 which, as in the financial crisis, will be slightly lower 
than the national German average. Provided that there are no 
strict lockdowns lasting weeks in the new year, growth in NRW 
could reach around 5 %.

Brandenburg to emerge relatively unscathed

The structure of Brandenburg’s economy has its own unique 
features. The industrial sector has a share of only 13 % (Germany: 
22 %). On the other hand, service industries and the public sector 

account for an above-average proportion of overall output. At the 
time of the financial crisis, this structure helped to mitigate the 
downturn and resulted in a contraction of only 2.8 % in Branden-
burg back then. A similar development is likely to occur in 2020 – 
albeit to a lesser extent, since this time a large number of services 
are affected by the crisis. At around 4 %, GDP is likely to fall by 
one percentage point less than the German average. In 2021, 
we can expect to see a rebound of at least 5 % as tourist traffic 
picks up once the pandemic dies down and the recently opened 
Berlin-Brandenburg airport fills with activity.

Barbara Bahadori

Germany

Labour market: impact of Covid-19 bigger than financial crisis

Number of unemployed: absolute change compared to same month the year before (thousands)

Sources: German Federal Employment Agency, Helaba Research
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France

Uncertainty abounds

The second wave of the Covid-19 pandemic is ravaging France. 
Gross domestic product is expected to fall towards the end of 
the year, but it will be followed by a recovery in 2021 after this 
enforced hiatus.

Spending by private households is likely to plunge by 7 % in 
2020 as a whole. It is expected to rebound in 2021 with a similarly 
strong increase of 7 %.

The sharper drop in economic activity can also be explained by 
the fact that public sector consumption expenditure in France fell 
significantly in the first half of 2020, whereas it increased in 
Germany. However, this segment has also turned the corner and 
this trend is expected to continue in 2021. In addition, the French 
government is attempting to stimulate economic growth with a 
stimulus package in the order of 100 billion euro. It includes 
EUR 20 billion in cuts to business taxes not linked to profits. On 
top of that, the government has announced steps to boost digiti-
sation and the transition to a green economy with additional 
investment in the railway network, renewable energy and the 
thermal insulation of buildings. These measures will lead to more 
investment in equipment and buildings from 2021 onwards.

France

In France, an estimated 8.7 % contraction in GDP in 2020 is likely 
to slightly exceed that of the euro area as a whole. The reason 
for this was the prolonged and severe lockdown in the spring. 
Consumption has traditionally been a more important factor for 
our Gallic neighbour’s economy than Germany’s, for example. 
When public spending is included, it accounts for almost 77 % of 
GDP, which is four percentage points higher than the equivalent 
German figure. The rapid uptick in new Covid-19 cases is weigh-
ing on consumer confidence. The government’s decision to 
reimpose curfews in an effort to contain the virus will dent the 
recovery in consumer spending that was already underway. 

GDP real, % yoy

Consumer prices, % yoy

Unemployment rate, %

Source: Helaba Research

2020e 2021f 2022f

e = estimate, f = forecast

– 8.7   

0.5

7.6

8.0

1.3

8.3

2.3

1.7

7.6



34 Helaba Research | November / December 2020 | © Helaba

Italy

Help from Brussels

Italy, which is beset by weak growth, will receive substantial 
funds from the EU’s recovery programme. This should help the 
country to weather the deep recession. It remains to be seen if 
the Italian government will use the funds to tackle underlying 
structural problems as well.

Italy has a long-term growth problem. In the ten years up to 2019, 
price-adjusted GDP grew by an average of only 0.3 % per annum. 
This is partly due to structural problems that have never been 

Imports are likely to grow only a little bit slower than exports in 
2021, especially as domestic demand will be stimulated and the 
stronger euro will suppress demand from overseas. This means 
that net exports will once again be a factor limiting economic 
growth. Overall, though, the French economy should expand by 8 %.

The downside of the Covid-19 stimulus measures is the state of 
public finances, despite the almost 40 billion euro that France 
can expect to receive from the EU’s recovery plan. It is not only 
that the country’s budget deficit will skyrocket from 3 % to an 
estimated 11 % of GDP in 2020. National debt, which had already 
reached 98 % in 2019, is also set to soar – to a level of around 
120 % of GDP. This will not change significantly in 2021, either. 
If  there were ever any serious attempt to reduce these levels, this 
would then mean abandoning stimulus spending.

Dr. Stefan Mütze

Italy

solved. Then the coronavirus hit and, with it, a slump in GDP 
of 8.3 % as the country suffered a long and hard lockdown in 
the spring.

Recently, Italy has again resorted to tougher measures in an effort 
to tackle the second wave of the pandemic. Growth should reach 
6 % in 2021, supported by anticipated payments from the EU’s 
recovery programme. Despite this, overall economic output is 
not expected to return to its pre-crisis level until 2023.

Unemployment, which was under-reported in the spring due to 
statistical errors, is likely to rise further in the coming months. 
This will put a damper on consumer spending, especially as there 
will be almost no increases in collective bargaining wages. The 
service sector continues to be hit hard, notably the tourist industry.

In view of a deterioration in the capital base of many Italian 
companies – especially SMEs – as a result of the coronavirus 
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Spain

pandemic, a recovery in capital expenditure is only likely to 
proceed at a very gradual pace. However, the EU is expected to 
start handing out funds in 2021. Italy is likely to focus on the 
roughly 65 billion euro that it will receive as non-repayable grants 
first. Including the loans, the total funding provided will amount 
to as much as 205 billion euro. The government has announced 
plans to invest in infrastructure projects and in the key areas of 
digitisation, transitioning to a green economy and education, 
among others.

Italy will see stronger growth up to 2026, even if the implementa-
tion of projects may be delayed. The additional growth is likely 
to reach a maximum of half a percentage point. Even before the 
decision on EU financial support was made, two decrees were 
issued that laid the groundwork for measures to protect the econ-
omy and provide economic stimulus packages. Reforms in the 
country’s administrative and judicial systems would be necessary 
in order to increase the effectiveness of the financial aid packages 
and accelerate their implementation. This would enhance the 
country’s competitiveness.

Dr. Stefan Mütze

Spain

No common strategy

Along with Italy, Spain is one of the big beneficiaries of EU 
financial assistance. Nevertheless, the economic recovery 
remains fragile. Politicians are unable to find common ground 
in combatting the crisis. The all-important tourist industry 
is causing major headaches.

In the second quarter of 2020, Spain suffered the most pronounced 
economic downturn among the euro area’s “big four” and the sub-
sequent recovery is on shaky ground. After contracting by 11 %, 
gross domestic product should grow by 7.5 % in 2021. Govern-
ment debt is expected to rise by 25 percentage points to around 
120 % of GDP in 2020 as a result of the Covid-19 crisis.

Italy and Spain below pre-crisis levels for a long time

Real gross domestic product, index Q1 / 2008 = 100

Sources: Macrobond, Helaba Research
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The job market has already seen an initial stabilisation, 
 although the number of unemployed has risen by 700,000 
to over 3.8  million since the beginning of the Covid-19 crisis. 
This is aggravated by the enormous significance of tourism for 
Spain. This sector, which around 12 % of the workforce depends 
on, is currently on its knees. There are no signs that European 
travel restrictions for Spain will be lifted any time soon.

In light of this, it comes as no surprise that Spanish consumers 
feel particularly downbeat compared to other European countries 
at the moment. Following an above-average decline in consumer 
spending of around 13 %, only around half of this shortfall is 
expected to be recouped in 2021. As exports are likely to grow 
more rapidly than imports, Spanish foreign trade will make a 
positive contribution to growth.

Overall, capital expenditure is likely to show only moderate 
growth. Given the difficult economic situation for many house-
holds, the positive impact of housebuilding activity will remain 
subdued. Due to underutilised capacities, expansion is not an 
issue for many companies. However, Spain is one of the major 
beneficiaries of the EU’s recovery programme. Financial assis-

tance for Madrid will amount to approximately 140 billion euro. 
Of this, 72 billion euro are non-repayable grants that will be used 
first. Among other things, the parliament planning includes pro-
jects to boost digitisation and measures to promote the transition 
to a green economy. These programmes should help to raise the 
productivity of the Spanish economy.

It is uncertain, however, whether the minority government will 
really succeed in bolstering the country’s competitiveness. Even 
in major crises, Spain’s political parties are scarcely able to 
reach agreement. The previous conservative government’s 
budget, which has already been extended twice, is still in effect 
and a budget for 2021 has yet to be passed. The Spanish govern-
ment’s reforming zeal has also run out of steam. For example, 
in order to contain spiralling costs, the government urgently 
needs to make changes to the pension system.

Dr. Stefan Mütze

Spain

GDP real, % yoy

Consumer prices, % yoy

Unemployment rate, %

Source: Helaba Research
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Sweden

Going it alone

So far, Sweden has been pursuing its own strategy in tackling 
the Covid-19 pandemic. This will also define how the economy 
performs in 2021.

Sweden’s minority government, made up of Social Democrats and 
Greens, has adhered to recommendations by its chief epidemiolo-
gist in imposing neither a lockdown nor mandatory face masks. 
Shops and cafés have remained open. Moreover, since it started 
the year with higher economic growth than the EU average, the 
2020 recession is forecast to be relatively mild with a contraction 
of – 4.1 % (EU: – 6.8 %). However, the “Swedish way” has also been 
the subject of harsh criticism at home and abroad due to the dis-
proportionately high number of deaths.

Consequently, the economy will have less catching up to do in 2021 
than other countries. The public’s fear of Covid-19 infection will 
continue to hamper the domestic economy and tourism until a 
vaccine is available. The momentum of the recovery among its 

Sweden

trading partners will also play an important role, given that 
exports of goods account for about one third of GDP. Overall, 
a growth rate of 3.2 % can be expected. However, GDP is 
 unlikely to reach its pre-crisis level before 2022.

Generous support

Support is coming from a wide variety of sources: despite not 
lowering the repo rate again, the Riksbank did reduce the over-
night lending rate to an all-time low of 0.1 %. Monetary policy 
is strongly accommodative, with bond purchases of up to 10 % 
of GDP and additional lending facilities for companies and banks. 
The central bank has already indicated that they intend to remain 
on this path. Further easing is expected in 2021, should the central 
bank consider Sweden’s competitiveness at risk due to exchange 
rate movements, for example.

The government has also provided generous fiscal relief in 2020 
by making subsidies, liquidity support and guarantees available. 
If fully utilised, they will amount to as much as 17 % of GDP. For 
the following two years, the government has announced economic 
stimulus packages of around 2 % of GDP in each case.

Marion Dezenter
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Poland, the Czech Republic, Hungary

Regulations – no thanks!

The strength of the recovery in these countries will be determined 
by the different structures of their economies. What they have in 
common is a trend towards (economic) policy independence.

With its large domestic economy, Poland is better placed than 
some other countries to weather the crisis. After the recession in 
2020, the economy should expand by 3.5 % in 2021. The Czech 
Republic, where the automotive industry dominates the econo-
my and exports account for 80 % of GDP, has been hit hard by the 
interruption of supply chains and the closure of manufacturing 
sites. Although economic activity in important trading partners 
such as Germany is characterised by significant catch-up effects, 
the slowdown triggered by the second wave of the pandemic in 
the Czech Republic is having a drastic impact on its economy. 
Economic growth is likely to reach just above 3 % in 2021. Hungary is similarly dependent on manufacturing. In addition, 

losses in the key tourism segment are an additional burden and 
their effects will probably still be felt in 2021. Cross-border travel 
can be expected to remain subdued in the medium term as well. 
As a result, economic growth is unlikely to exceed much more 
than 3.7 % in 2021.

Sanctions by “EU nanny state” unwelcome

The pandemic has reinforced a trend towards policy independence, 
particularly in Poland and Hungary. Here, the right-wing populist 
governments have been pursuing generous as well as patronising 
policies for years by distributing benefits to anyone who fits into 
their preferred world view.

Central Europe: comparatively modest debt levels

Total public debt, % of GDP

Sources: Eurostat, Helaba Research
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At the same time, the EU’s interference in issues concerning the 
rule of law is perceived as an assault on their independence. 
Attempts to link subsidy payments from the EU’s recovery plan 
to rule of law criteria is likely to remain a tricky task.

  The pandemic has reinforced a trend  
towards policy independence.

Autonomy also shapes monetary policy in all three countries: 
key interest rates have been cut to (or close to) all-time lows and 
reserve requirements have been weakened. Central banks in 
Poland and Hungary have relaxed monetary policy by making 
large-scale bond purchases.

Giving up this autonomy would be difficult, with the result that an 
accession to the euro area in the near future is even less likely 
than it was anyway. All three currencies have depreciated against 
the euro. Exchange rates are significantly above their previous 
average levels, leading to inflationary pressure. There is little 
prospect of any sustained appreciation before the exceptional 
pandemic situation has subsided.

Rising debt burden not without risks

Substantial government assistance for companies, loan guaran-
tees, tax breaks and other support programmes will leave their 
mark on public deficits and debt ratios beyond 2020. Parlia-
mentary elections in the Czech Republic in October 2021 and in 
Hungary in April 2022 will push the issue of reducing govern-
ment debt further into the background.

Government debt levels in all three countries remain well below 
those of other EU member states. At around 45 %, the Czech Repub-
lic’s national debt is even comfortably within the Maastricht limit of 
60 % of GDP. However, there is a caveat to this situation. It may well 
be easy to increase public borrowing in the current phase of low 
interest rates. Should rates rise, though, a nightmare scenario beck-
ons: the need to service a high level of debt would then severely 
restrict the scope for fiscal action. The EU’s helping hand in the form 
of grants and loans from the Recovery and Resilience Facility, from 
which the countries are expected to receive payments of between 
2 and 4 % of their GDP by the end of 2022, will reduce the strain on 
national finances and is therefore a welcome boost – autonomy or not.

Marion Dezenter
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United Kingdom

Liberated from the EU nanny

Free at last – that’s what will be on the minds of Brexit hardliners 
as the transition period expires at the end of 2020. Will it herald 
the dawn of a brighter future? At the moment, due to the dire 
impact of the Covid-19 pandemic, things can hardly get much 
worse for the UK. Despite all of this, the British economy will 
grow strongly in 2021. However, Brexit will still have negative 
consequences.

After years of torturous negotiations, a final decision is due on 
the future relationship between Britain and the EU – the official 
withdrawal took place on 31 January 2020. Even if there are still 
hurdles to overcome, there is a realistic prospect of an agree-
ment. From 2021 onwards, exporters and importers will have to 

adapt to the new reality that will include the imposition of cus-
toms formalities. It is inevitable that there will be some difficulties 
to overcome at the border at the beginning of the year. There may 
be adjustments to standards in trading goods. Trade in services is 
set to become more difficult. The difference to a “hard” Brexit no 
longer seems to be that big, at least in the long term. In that case, 
however, tariffs would be imposed on WTO terms and there would 
be legal uncertainty and a much longer period of chaos at the 
border – which would significantly reduce British growth in 2021.

Brexit burdens predominate

The advantages of Brexit are …? Well, perhaps the vague chance 
of  free trade agreements with other countries on more favourable 
terms. Although the British will be able to regulate more things 
themselves, this will not apply to areas in which they want to do 
business with the EU. The notion of Britain becoming a kind of 
lightly regulated “Singapore-on-Thames” is scarcely something 
that would be politically acceptable in the UK, either. 

  “Brexit means Britain can no longer  
blame the EU for nanny state nonsense.”

 Baylen J. Linnekin, expert on food policy

Even the Conservative government is planning additional state 
intervention. A more complicated border will make the country 
less attractive as a manufacturing location. There are hardly any 
other advanced economies for whom exports of services are 
so important. The EU is not the primary destination here, unlike 
for goods. But British companies are likely to lose some of their 
business or profits. This would have a tendency to hamper growth. 
After all, freedom has its price.

EU most important export destination

Goods and services exported from UK in 2019, share in %

Sources: Macrobond, Helaba Research
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United Kingdom

Economy to recover from slump

The Covid-19 pandemic, which has hit the country particularly 
hard, means the UK economy is facing an even greater challenge in 
the short term than Brexit. There will be no repeat of the 10.7 % 
contraction in 2020 and a recovery has already gathered momen-
tum. Consumers are eager to spend again. Government support 
is providing some relief from loss of income. However, unemploy-
ment is expected to rise. In addition, since a number of Covid-19 
restrictions will remain in place, and even tightened for limited 
periods, consumer spending will stay below pre-crisis levels. Even 
before the coronavirus hit, capital expenditures had been already 
running in low gear. The rebound after the downturn will continue 
to be tempered by uncertainties. In the course of 2021, however, 
investment is likely to pick up noticeably, as there will be more 
clarity about both the pandemic and Brexit.

The UK government has shown itself to be very big spender. But, 
in view of enormous budget deficits, it will not be able to churn 

out one new stimulus package after another. Collapsing imports 
have led to a distinct improvement in the trade balance in 2020. 
Next year, the balance will deteriorate as country’s final exit from 
the EU takes its toll. Despite all the problems and even with further 
Covid-19 restrictions or a chaotic end to the Brexit transition period, 
the British economy will grow in 2021. As long as these burdens 
can be kept within limits, GDP is expected to grow by 5.7 %.

Despite higher Inflation – Bank of England stays on course

Inflation will jump from 1 % to 2.4 % in 2021. Higher energy prices, 
the abolition of temporary stimulus measures such as specific VAT 
cuts, a general recovery in demand and a likely increase in Brexit-in-
duced import costs will drive up inflation. Since recent talk coming 
out of the Bank of England seems to be more focused on negative 
rates, the bank rate of 0.1 % will hardly be raised. However, after the 
recent increase the bank is expected to terminate its current asset 
purchase programme at the end of 2021.

Christian Apelt, CFA

GDP real, % yoy

Consumer prices, % yoy

Unemployment rate, %

Source: Helaba Research

2020e 2021f 2022f

e = estimate, f = forecast

– 10.7     

1.0

5.0

5.7

2.4

6.2

2.5

2.3

5.2



42 Helaba Research | November / December 2020 | © Helaba

United States

Uncle Sam will take care of it

The US government, Congress and the Federal Reserve have 
reacted to the pandemic and the economic damage caused by 
the lockdown with fiscal and monetary policy interventions on 
an unprecedented scale. The record stimulus has very quickly 
and decisively helped to put the US economy back on a growth 
trajectory.

by 2020 federal debt had already almost reached its previous 
record level of shortly after World War II (around 106 % of GDP) 
as a result of the emergency pandemic measures. Based on 
assumptions in the CBO’s baseline projection (in particular, 
no changes to tax and spending laws), this figure would increase 
further in the coming years. In particular, demographic shifts 
threaten to accelerate this upward trend which, if nothing is done 
to stabilise it, would lead to US federal debt rising to almost 
150 % of GDP by 2040.

Against this backdrop, we expect growth close to 4 % in 2021, 
which would broadly restore US output to its pre-crisis level by 
the end of the year. On balance, however, given a trend growth 
rate of  just under 2 % a year, stagnation over 24 months is 
a poor outcome. The unemployment rate at the end of 2021 is 
 forecast to still be around two percentage points higher than 
in February 2020.

The IMF estimates that the fiscal stimulus in 2020 will amount to 
more than eight percentage points of GDP, compared with just 
over two percentage points in the 2009 financial crisis. Thanks to 
Uncle Sam, many households even had more money in their 
pockets in the spring of 2020 than before the crisis.

Government stimulus measures for the US economy have probably 
reached or are already past their peak. The likely next president, 
the Democrat Joe Biden, has announced substantial spending 
plans during the election. However, without a majority in Congress 
it could be hard for him to follow through on all of his promises. 
For the time being, dealing with the pandemic will be the first 
priority, anyway.

Future room for manoeuvre in fiscal policy will be limited. 
According to the non-partisan Congressional Budget Office (CBO), 
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United States

The Federal Reserve stabilised the financial markets and lending 
activities during the crisis and, in our view, even went beyond 
what was reasonably warranted. However, given the uncertainty 
about the further course of the pandemic and the persistently 
very high rate of unemployment, any change of course in the near 
future is unlikely.

Inflation probably will not become a headache for the Fed in the 
short term. We anticipate that headline inflation will rise to above 
3 % in 2021. However, the assumed increase in the price of crude 
oil, of just over 50 % by the end of 2021, will be an important driver. 
The core rate, which excludes energy and food, is also set to rise. 
Yet, it will probably stay in a range that the Fed is comfortable with – 
especially since, as part of its strategic review, it now seems to 
give less weight to price stability than to the goal of full employ-
ment. Given the expected economic recovery and the fact that key 
interest rates will probably remain close to zero for the foreseeable 
future, the sustainability of US government debt should not be a 
major issue in 2021. The Fed is therefore likely to phase out its 
emergency measures over the course of the year.

Patrick Franke

No sovereign default “Made in USA”

It is unlikely that things will ever get that bad. But these figures 
underscore the fact that, even without additional tax cuts or 
spending programmes, government finances will continue to 
deteriorate. A further stimulus package is expected in 2021. 
In contrast to the EU, the fiscal measures in the US are still mainly 
short-term in nature. Nevertheless, fiscal policy should evolve 
from a cyclical tailwind to a headwind in 2021. However, in this 
highly unusual cycle, the momentum of the recovery is likely to 
be strong enough to withstand this fiscal tightening.

  “Ask not what your country can do for you,  
ask what you can do for your country.”

 John. F. Kennedy (1917 – 1963)

USA: Federal debt goes through the roof

Federal debt, % of GDP*

Sources: Congressional Budget Office, Helaba Research

* “marketable debt held by the public”, from 2020: CBO's baseline projection

World War I

World War II

Financial crisis

Covid-19

0

50

100

150

0

50

100

150

1900 20 40 60 80 2000 20 40

GDP real, % yoy

Consumer prices, % yoy

Unemployment rate, %

Source: Helaba Research

2020e 2021f 2022f

e = estimate, f = forecast

– 3.6   

1.3

8.0

3.8

3.3

5.8

2.5

2.5

5.0



44 Helaba Research | November / December 2020 | © Helaba

Japan

Ballooning national debt

Following a deep recession, modest growth is expected in 2021. 
Support from economic policy will play a very important role here.

September ushered in a change at the helm of the world’s third- 
largest economy. For the time being, the new government of Prime 
Minister Yoshihide Suga is likely to pursue economic policies that 
are essentially similar to those of Shinzo Abe. During the so-called 
“Abenomics” era, the country experienced a long phase of expan-
sion with monetary and fiscal policy closely aligned.

  The new government will likely retain the core  
elements of “Abenomics” for the time being.

In order to stimulate the Japanese economy by weakening the 
yen and to avert deflationary tendencies by providing abundant 
liquidity, the Bank of Japan has adopted an ultra-loose stance 
and is extremely active in buying government bonds. The central 

bank now holds almost half of outstanding JGBs. The zero or 
negative interest rate policy that Japan has been pursuing for 
around 20 years now makes servicing public debt easier.

Major Covid-19 stimulus package

Even before the pandemic erupted, Japan was already the most 
heavily indebted country among the major industrialised nations, 
with total borrowing accounting for almost 240 % of GDP. Covid- 
related stimulus measures amount to a total volume of 234 trillion 
yen (around 2 trillion euro or 40 % of GDP). These measures 
include the provision of substantial emergency financial aid 
or interest- free corporate loans. Some of these funds are also 
expected to be used to improve the health care system.

Despite this, a severe recession in Japan was inevitable and had 
already set in during the final quarter of 2019 when the govern-
ment raised the consumption tax. The Covid-19 lockdown in the 
spring of 2020 only served to aggravate the situation. Overall, 
the Japanese economy is expected to grow by 2.2 % in 2021 
following a contraction of approximately – 6 % in 2020. A return 
to pre-crisis levels will likely take some time, especially as Japan 
continues to grapple with the problem of an ageing population 
and is heavily impacted by global trade disputes.

Ulrike Bischoff
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China

China

Profiteer from the crisis

Origin of the pandemic, key player in the trade conflict and 
increasingly both an enemy and role model for many economic 
policymakers in industrialised countries – China has rarely been 
as pivotal as it is today. Contrary to most expectations in the 
spring of 2020, it currently appears as if the country could prove 
to be a profiteer from the Covid-19 crisis.

China suffered a sharp drop in economic activity as a result of 
imposing a strict lockdown. However, economic growth picked up 
strongly immediately after this was lifted. As early as the second 
half of 2020, the country appears to have nearly returned to 
pre-crisis trend. With the help of additional fiscal and monetary 
stimuli, output is likely to rise by over 9 % in 2021 – the sharpest 
rise since 2011. Over the entire 2020 / 2021 period, the deviation 
from the pre-crisis trend should be smaller than in many other 
countries, not least the United States. As such, the pandemic and 
its consequences have expedited the pace at which the Chinese 
economy has been closing the gap to industrialised countries.

Regardless of the outcome of the US presidential election, a 
return to the “good old days” on trade issues is not in the cards. 
There is no end in sight to the race for dominance in high-tech 
industries. In addition, China’s government has focused on sup-
porting domestic production during the crisis. By contrast, most 
industrialised countries are primarily stimulating demand. Thus, 
stimulus measures both by China and by its trading partners 
will tend to bolster the growth of Chinese exports – creating addi-
tional potential for conflict.

  “Crises and opportunities always exist side by side. 
Once overcome, a crisis is an opportunity.”

 Xi Jinping

In China, the hitherto successful management of the pandemic 
is interpreted as further proof of its system’s superiority. Criticism 
from abroad is treated as the envy of those who are not able to 
benefit from the wisdom and leadership of the Chinese Commu-
nist Party.

Patrick Franke
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Russia

Development projects postponed

While the Covid-19 lockdown, which was mild by European stand-
ards, resulted in high infection rates, the country’s recession in 
2020 is expected to be less severe with GDP contracting by 3.8 %. 
In 2021, Russia will benefit from an increase in the oil price up 
to 60 US dollar per barrel. The oil and gas industry accounts for a 
third of GDP and almost two thirds of export revenues.

In addition to dependence on commodities, numerous other 
structural weaknesses limit potential growth, including poor 
institutional governance, low productivity growth and a gloomy 
business environment. That is why we only anticipate a weak 
recovery of 3 % in 2021, meaning that pre-crisis levels will prob-
ably not be reached. 

Although Russia can boast fundamentally sound public finances 
and its total debt has risen by seven percentage points to a mere 
20 % of GDP due to Covid-19, the country suffers from a low 

revenue base of only 16 % of GDP. Consequently, no major 
impetus for growth can be expected from fiscal policy, since 2020 
saw revenues decline by 35 billion US dollar, primarily due to the 
low price of oil.

  Diversification of the economy  
still a long time coming.

Due to the need to reduce spending, the completion of the 
“13 national projects”, an important prestige initiative by Putin, 
has now also been postponed by six years to 2030. These 
projects comprise a total investment of 360 billion US dollar.

The decision to push back the projects does not bode well for 
already weak investment growth and will also delay the diversi-
fication of the economy. Russians will also have to wait six years 
longer before the government is able to deliver on its promises 
of halving poverty and increasing life expectancy. Following an 
amendment to the constitution in 2020, President Putin could 
even still be in office then.

Patrick Heinisch
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Brazil

Pre-election goodies expected

Although an economic recovery took hold in the second half of 
2020, the shock of the pandemic is still reverberating. As a 
result, considerably fewer new jobs are likely to be created in 
2021 than were lost in the previous year. Although unemployment 
will fall, it will still be two percentage points higher than before 
Covid-19 at around 13 %. This is disastrous for Brazil because, 
unlike many other South American countries, the economy has 
traditionally been more dependent on consumer spending (64 % 
of GDP) than on exports (about one third of GDP). An economic 
slump of – 4.5 % in 2020 will be followed by a modest recovery of 
4.8 % in 2021.

President Bolsonaro is already looking ahead to his re-election 
in October 2022. Despite the coronavirus pandemic, he has suc-
ceeded in boosting his approval rating by handing out benefits 
to poorer sections of the population. The president is also likely 
to continue to style himself as a charitable patriarch and leave 
the necessary lockdown measures to the governors.

2020 was a year of wasted opportunities for economic reforms. 
Bolsonaro and his Minister of the Economy, Guedes, were still 
being celebrated by the business community when they took 
office. But apart from a pension reform at the end of 2019, they 
have so far failed to enact any significant measures. We also 
expect little progress in 2021, as the president will avoid unpopular 
projects just before an election year. Nevertheless, we anticipate 
some minor efficiency improvements in the public sector, simplifi-
cations to the tax regime and privatisations.

  Budget consolidation and reforms  
must wait until pandemic ends.

The consolidation of public finances will shift back into focus in 
2021. Due to the budget deficit of 16 % of GDP, Brazil’s national 
debt is set to approach 100 % in 2020. The high level of debt was 
already an issue before the pandemic. Although the pension 
reform is helping to reduce expenditure, additional efforts are 
now needed. It is unlikely that the primary budget will be almost 
balanced, as it was in 2019, until after the elections.

Patrick Heinisch

Brazil

– 4.5

   2.3

16.7

4.8

2.6

12.6   

2.7

3.6

9.4

GDP real, % yoy

Consumer prices, % yoy

Unemployment rate, %

Source: Helaba Research

2020e 2021f 2022f

e = estimate, f = forecast



48 Helaba Research | November / December 2020 | © Helaba

Poltergeist
(20 %)3

Negative scenario

Poltergeist (20 %)

No sooner had the haunting by populists and protectionists seemed to have faded somewhat that the pandemic brought back 
an object of dread from the dark days of human history. Because they are invisible to the naked eye, some people believe just 
as little in the existence of the virus as they do in that of poltergeists. But this scepticism does nothing to change the threat 
they pose – and banishing them is anything but a simple matter. We assign a probability of 20 % to this scenario.

It has rarely been easier to justify a negative scenario for the 
economy and for financial markets than it is today. Without a 
vaccine, a return to normality is almost inconceivable for the 
foreseeable future. Prolonged restrictions on economic and 
social activities and consumer uncertainty could turn this reces-
sion into a “double dip”: a rare phenomenon in which, after a 
temporary recovery, the economy goes downhill again.

Complete and repeated national lockdowns stop growth cold. 
In this difficult environment, the German economy shrinks again in 
2021 – a disaster coming on the heels of the 2020 contraction. 
The global economy also suffers another year of recession. The 
absence of a sustained recovery would exacerbate the second- 
round effects of the crisis, which had previously been muted in 
their severity: business failures, job losses, over-indebtedness, 
struggling households. Entire industries could be decimated.
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A haunting from the past

In addition, a protracted slump would fan 
the flames of the more unsavoury political 
tendencies of recent years. At least since 
2016, with Brexit and the election of Don-
ald Trump, we have witnessed political 
turmoil of a magnitude that could hardly 
have been imagined before. A sustained 
and pronounced drift towards isolationism, 
whether for nationalistic reasons (“Buy 
American!”) or to promote regional econo-
mies (“Buy regional!”), would be toxic for 
the global economy. The consequence 
could be downward spirals of protection-
ism and devaluation, last seen in the 
1930s, if governments seek to “secure” a 
larger share of demand for their domestic 
producers. Today, however, economies are 
significantly more intertwined than back 
then and the costs of de-globalisation 
would be colossal.

 “They’re here.”
  From the film “Poltergeist”  

(ranked 69th out of the “100 best film 
quotes”, American Film Institute)

At the same time, other trends are busy 
playing out in the shadows that will 
inevitably entail costs and hardships 
and in which policy errors may prove 
very expensive, especially in a period 
of economic weakness: regulations to 

combat climate change, the race for 
technological dominance, the ongoing 
debate on raising taxes on (digital) com-
panies or saddling businesses with 
excessive red tape. One example is the 
German Supply Chain Act, which contin-
ues to be advanced – despite the eco-
nomic crisis – as if it were on autopilot.

There are obvious dangers in this respect, 
not least of all on the level of the EU. 
Regional parliaments have the power to 
block international trade agreements for 
around 450 million EU citizens. With the 
departure of the United Kingdom, a propo-
nent of the free market with relatively liber-
al economic policies is leaving the Union. 
The debate in Brussels is increasingly 
turning towards an industrial policy of 
“national champions” and, in an environ-
ment of rising unemployment, the notion 
of competition is fast becoming unfashion-
able. At the same time, vociferous calls for 
a far-reaching communitisation of nation-
al debt or measures to tackle so-called 
“tax dumping” may lead to divisions in 
the Union.

In the classic 1982 movie, houses had 
been built on the site of an old cemetery, 
causing the apperance of the poltergeists. 
The sins of the past come back to haunt 
the protagonists. A hitherto nonchalant 
approach to protectionist tendencies 
(chlorinated chickens!) makes it harder to 
firmly confront them now. On top of that, 

debts in the public and private sectors, 
which had already reached high levels in 
most countries in 2008 and, in most cases, 
have continued to accumulate since the 
financial crisis, take their revenge. Mount-
ing private debt leads to a reluctance to 
invest, while public debt significantly re-
stricts governments’ room for manoeuvre 
and the effectiveness of fiscal policy.

  “Whoever fights monsters should 
see to it that in the process he 
does not become a monster.” 

 Friedrich Nietzsche (1844 – 1900)

In this scenario, central banks are under 
additional pressure to keep interest rates 
low or cut them even further in order to 
mobilise the last modicum of stimulus and 
to stabilise escalating debt ratios. It is 
conceivable that they would pursue novel 
strategies, such as extreme versions of 
“forward guidance”, yield curve control or 
even helicopter money.

Overview of forecasts in the  
negative scenario

The economic recovery that got underway 
in the third quarter of 2020 is interrupted. 
Although it is resumed after a delay in the 
course of 2021, annual average gross 
domestic product in Germany and the 
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euro area declines again. The US economy 
is likely to virtually stagnate. The economic 
setback puts a damper on price increases, 
but inflation rates remain in positive 
territory.

However, bonds benefit from a tailwind. 
The ECB lowers the deposit rate and 
launches another expansion of its pur-
chase programmes. Due to the persis-
tently high level of uncertainty, safe invest-
ment havens such as US Treasuries and 
German government bonds are in demand. 
The yield on 10-year German government 
bonds ends the year in deeply negative 
territory at – 0.8 %. The yield curve is 
temporarily inverted.

The poor state of the economy piles further 
pressure on the financial profiles of corpo-
rates. A renewed rise in risk premiums is 
likely. This is reflected in another phase of 
rising impairments on loans and financial 
assets at banks. For the most part, covered 
bonds remain resilient and in strong de-
mand, but growing fundamental risks lead 
to greater differentiation among bonds 
with low risk premiums.

On balance, the outlook for corporate 
earnings does not recover in 2021 from 
its previous collapse. Despite the wide-
spread deployment of monetary policy 
and a lack of investment alternatives, 
investors’ risk aversion rises significantly. 
This results in considerable valuation 

discounts on equities. The DAX falls into 
a range around the 10,000-point mark.

Real estate prices and rents see across-
the-board falls in the commercial seg-
ment. Significant declines in prices not 
only hit retail properties but affect office 
buildings as well. The housing market 
remains comparatively stable, but further 
price increases are not expected in this 
fragile environment.

As a safe haven currency, gold reaches 
new record highs. Since monetary and 
fiscal policy advances into even more 
unorthodox areas, the precious metal 

has its sights on the 3,000 US dollar per 
troy ounce mark.

Once again, the US dollar benefits from 
a challenging environment, even if eco-
nomic problems in the United States are 
hardly less severe. However, the euro 
is additionally impacted by increasing 
political conflicts within the monetary 
union and is the “winner” in a global 
devaluation contest. The euro-dollar 
exchange rate falls to parity.

Patrick Franke

Poltergeist disturbs the recovery

Sources: Macrobond, Helaba Research
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Avatar
(10 %)4

Positive scenario

Avatar (10 %)

Among our three scenarios, it is the positive one that changes least from year to year. This is not due to a lack of 
 imagination, but to the notion of an optimistic but plausible economic outlook that only gradually evolves. In computer 
games, avatars are often idealised versions of the players that sometimes possess superhuman qualities. In this sense, 
we always project our hopes into the positive scenario, to which we assign a probability of 10 % this time.

A necessary condition for such a scenario to come to pass in 2021 
is for the virus to be defeated, the sooner the better. Whether 
this is achieved with a vaccine or through restrictions on social 
interaction, as in China or South Korea, is not of primary impor-
tance in this respect. 

Yet, although in itself a catastrophically negative shock, the pan-
demic could also trigger lasting and positive processes. After such 

a severe downturn, it does not take a genius to realise that there 
is potential for a strong rebound in 2021. But a slump as extreme 
as this may also act as a catalyst for developments that were previ-
ously impeded by the forces of inertia or by other factors. The sudden 
flexibility in the workplace or the use of digital technology, which 
many former sceptics now find appealing due to the need for social 
distancing and remote working arrangements, are just a few exam-
ples that immediately spring to mind.
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Digitisation – the next “boss fight”

Studies have shown that the outward appearance of an avatar in 
games often influences a player’s actions – the so-called Proteus 
effect: A noble appearance encourages noble deeds. This psycho-
logical tendency can readily be transferred to an economic scenario. 
In a positive environment, those in charge act better. Or, as econo-
mists like to say, it makes a universally better equilibrium possible.

In Germany, room for improvement is particularly evident in the 
high-tech segment. Instead of attacking the so-called “internet 
giants” for their potentially anti-competitive practices, would it 
not be better to ask: Why were almost all of these companies 
started in the United States? What can or must other countries 
do in order to achieve a similar level of success in these areas?

 “Good science is good observation.”
 From the movie “Avatar”

Germany lags behind global leaders in this field. In this regard, 
the conversation is too often limited to the issue of inadequate 
public investment. But companies, especially in increasingly key 
service sectors, also have a poor record compared to other parts 
of the world. 

According to figures from the OECD, the share of high-tech as a 
proportion of total investment in Germany has been declining 
since its peak in the year 2000. The most recent data suggest that 
it was below the OECD average and was considerably higher in 
France, for instance. However, this indicates that there is a poten-
tial for catch-up which, if tapped, should considerably drive 
future growth.

  The future will one day be the present and will  
seem as unimportant as the present does now.

 William Somerset Maugham (1874 – 1965)

Even prevailing global imbalances, rather than sparking trade 
disputes, may give rise to constructive reforms in deficit and 
surplus countries. Germany, for example, could improve condi-
tions for domestic investment and thereby reduce the incentives 
to export capital.

In circumstances like these, even higher growth rates than in our 
baseline scenario could be achieved in 2021. Although this would 
be associated with significant additional inflationary pressure, 
investment that increases productivity would have a disinflationary 
effect over the medium term. Given the extreme starting points, 
neither fiscal nor monetary policy could be quickly returned to 
normal and would have a pro-cyclical impact for a longer period 
of time. Rising tax revenues as a result of strong growth would 
rapidly bring government deficits back down. Interest rate hikes 
would not be postponed ad infinitum any more.

Overview of forecasts in the positive scenario

The economic recovery that started in 2020 picks up steam 
overthe course of 2021. Germany and the euro area achieve 
record economic growth. The United States also expands 
much more strongly than in the baseline scenario. In the wake 
of this dynamic rebound, consumer prices could rise by more 
than 2 % in the euro area, by over 3 % in Germany and by 
around 4 % in the United States.

Despite a changed environment, the ECB keeps its key interest 
rates stable, resulting in a steep yield curve for German bonds. 
Purchase programmes on both sides of the Atlantic are suspended. 
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The yield on 10-year German government 
bonds breaks out of negative territory due 
to a sharp rise in inflation expectations 
and climbs to 0.75 % by the end of 2021.

Favourable economic conditions provide 
corporates with noticeably more breathing 
space. Having recognised extensive write-
downs on their loan books during the Cov-
id-19 crisis, banks are even in a position 
to reverse loan loss provisions. 

Despite the fact that unsecured bank 
bonds become more attractive in some 
cases, covered bonds remain well sup-
ported thanks to supply being under 

maturity levels and reinvestment by 
the Eurosystem.

Strong economic expansion leads to 
 significant increases in sales and fully 
utilised capacities. Companies take 
advantage of scope for price increases 
to boost profit margins. As a result, their 
net profits see above-average growth. 
In view of investors’ increasing appetite 
for risk, valuations expand and the DAX 
shoots past 16,000 points.

The rapid recovery from the crisis reduces 
pressure on the real estate market. While 
the impact on the office market remains 

very limited, retail properties continue to 
suffer from the onward march of e-com-
merce, despite an improved economic 
environment. The longstanding boom on 
the German residential property market 
goes into extra time with house prices 
seeing sharp rises.

Gold loses its aura as a safe haven currency 
as its attractiveness relative to equities 
and bonds declines once the crisis is over. 
Despite extremely high levels of national 
debt and rising inflation, the precious 
metal is likely to dip below 1,500 US dollar 
per troy ounce.

The thriving economy is particularly 
supportive to the euro, especially since 
Europe also lays the structural ground-
work for further growth. In addition, with 
imbalances within the monetary union 
receding, confidence in the single currency 
improves. The euro-dollar exchange rate 
rises to 1.35.

Patrick Franke
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Change since  
31.12.2019 Current * Q1 / 2021 Q2 / 2021 Q3 / 2021 Q4 / 2021

basis points interest rate, %

ECB deposit facitlity rate 0 – 0.50 – 0.50 – 0.50 – 0.50 – 0.50

Overnight rate €STR** – 3 – 0.56 – 0.50 – 0.50 – 0.50 – 0.50

3M Euribor – 13 – 0.52 – 0.50 – 0.45 – 0.45 – 0.40

2y Bunds – 19 – 0.79 – 0.70 – 0.70 – 0.65 – 0.60

5y Bunds – 34 – 0.82 – 0.65 – 0.55 – 0.40 – 0.40

10y Bunds – 45 – 0.64 – 0.40 – 0.30 – 0.20 – 0.20

30y Bunds – 58 – 0.23 0.00 0.15 0.25 0.30

10y swap rate – 48 – 0.27 – 0.05 0.05 0.15 0.20

Federal funds rate*** – 150 0.13 0.13 0.13 0.13 0.13

10y Treasuries – 115 0.76 0.75 1.00 1.00 1.20

in local currency, % index

DAX – 7.0 12,324 13,300 13,600 13,800 14,000

EURO STOXX 50 – 15.6 3,161 3,420 3,470 3,520 3,550

S&P 500 6.6 3,443 3,600 3,650 3,700 3,750

Nikkei 225 0.2 23,695 25,500 26,000 26,500 27,000

% price

Brent crude $ / bbl – 37.5 41 53 60 63 64

Gold $ / oz 25.4 1,903 1,800 2,000 1,800 2,000

Gold € / oz 19.9 1,623 1,500 1,667 1,440 1,600

vs. Euro, % exchange rate

US dollar – 4.4 1.17 1.20 1.20 1.25 1.25

Japanese yen – 0.6 123 125 125 128 128

British pound – 6.3 0.90 0.88 0.85 0.85 0.85

Swiss franc 1.5 1.07 1.10 1.10 1.12 1.12

Swedish krona 1.9 10.30 10.30 10.20 10.10 10.00

Chinese yuan 0.3 7.79 7.92 7.92 8.13 8.13

Forecast horizon at end …

Financial markets forecasts

Sources: Bloomberg, Helaba Research * 4.11.2020 ** Eonia = €STR + 8,5 bp *** mid-point of target range
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Gross domestic product  
Real change, % yoy

Consumer prices  
Change, % yoy

Budget balance  
% of GDP

2019 2020e 2021f 2022f 2019 2020e 2021f 2022f 2019 2020e 2021f 2022f

Euro area 1.3 – 6.8 6.3 2.1 1.2 0.3 1.4 1.6 – 0.6 – 8.9 – 5.0 – 3.0

Germany 0.6 – 5.4 5.0 2.0 1.4 0.5 1.9 2.0 1.5 – 6.5 – 3.5 – 2.5

France 1.5 – 8.7 8.0 2.3 1.3 0.5 1.3 1.7 – 3.0 – 11.0 – 7.0 – 5.0

Italy 0.3 – 8.3 6.0 1.7 0.6 – 0.2 0.8 1.1 – 1.6 – 12.0 – 6.0 – 4.0

Spain 2.0 – 11.0 7.5 2.5 0.8 – 0.4 0.6 1.1 – 2.9 – 13.0 – 7.0 – 5.0

Netherlands 1.6 – 5.0 4.0 2.5 2.7 0.7 1.1 1.5 1.7 – 5.5 – 2.2 – 0.5

Austria 1.4 – 7.1 3.9 3.2 1.5 1.4 1.5 1.7 0.7 – 10.0 – 5.5 – 2.7

Ireland 5.9 – 2.0 4.0 3.5 0.9 – 0.4 0.9 1.5 0.4 – 6.0 – 4.0 – 1.0

Portugal 2.2 – 8.0 5.5 2.4 0.3 – 0.2 0.9 1.5 0.2 – 6.7 – 3.8 – 1.0

Greece 1.9 – 7.5 5.0 2.8 0.5 – 0.3 1.0 1.2 1.5 – 6.8 – 4.0 – 3.0

Sweden 1.3 – 4.1 3.2 2.8 1.8 0.5 1.4 2.0 0.3 – 5.5 – 3.5 – 1.5

Norway 1.2 – 3.3 3.0 2.4 2.2 1.4 2.3 1.8 6.5 – 6.0 0.0 2.8

Poland 4.6 – 4.1 3.5 3.5 2.3 3.5 2.1 2.4 – 0.7 – 10.0 – 3.8 – 3.5

Czech Republic 2.3 – 7.4 3.3 3.4 2.8 3.2 2.0 2.3 0.3 – 7.8 – 4.0 – 2.5

Hungary 4.6 – 6.9 3.7 3.3 3.3 3.5 3.2 3.3 – 2.1 – 6.7 – 4.2 – 3.0

United Kingdom 1.3 – 10.7 5.7 2.5 1.8 1.0 2.4 2.3 – 2.1 – 15.0 – 9.0 – 6.0

Switzerland 1.1 – 3.7 3.5 2.2 0.4 – 0.5 1.0 1.3 1.5 – 4.2 – 1.4 – 0.6

United States 2.2 – 3.6 3.8 2.5 1.8 1.3 3.3 2.5 – 6.3 – 20.0 – 10.0 – 6.0

Japan 0.7 – 6.2 2.2 1.2 0.5 0.0 0.3 0.5 – 3.3 – 14.0 – 8.0 – 6.0

Asia ex Japan 4.7 – 1.0 7.7 5.0 2.9 2.6 2.5 3.3 – 3.8 – 10.0 – 9.4 – 8.4

China 5.8 1.8 9.3 5.5 2.9 2.8 2.8 2.5 – 6.3 – 12.0 – 12.0 – 11.0

India 4.2 – 9.6 10.1 6.2 3.7 5.7 3.8 4.2 – 4.6 – 7.0 – 6.5 – 5.4

Russia 1.3 – 3.8 3.0 2.0 4.8 3.8 4.0 3.7 2.1 – 4.0 – 1.8 – 1.0

Turkey 0.9 – 4.0 4.6 3.7 15.6 10.7 10.0 8.5 – 2.9 – 5.2 – 4.2 – 3.8

Latin America 1.4 – 7.3 4.6 3.0 8.3 6.5 7.2 6.4 – 3.7 – 10.4 – 5.6 – 3.8

Brazil 1.1 – 4.5 4.8 2.7 3.8 2.3 2.6 3.6 – 5.9 – 16.3 – 6.8 – 4.8

World 3.0 – 3.6 5.9 3.6 2.9 2.2 2.9 3.0 – – – –

Sources: EIU, Macrobond, Datastream, Helaba ResearchGDP growth working day adjusted if available; e = estimate, f = forecast

Gross domestic product,  inflation,  budget balance
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Hootsuite’s fifth annual report on the  
latest global trends in social media

S O C I A L  T R E N D S



To say any of us saw 2020 coming would be a lie.  

A global pandemic, economic collapse, unignorable calls  

for racial equality, and an ongoing climate crisis all made  

for a tough, dark year.

But when there is darkness, there is light. There is resiliency, 

innovation, and creativity—and there’s always a path back to growth. 

In this year’s report, you’ll find big ideas and quick wins. New 

solutions to old problems. And real stories from leading brands 

around the world. All backed by insights from the brightest minds  

in marketing and data from our biggest survey yet. 

I hope it helps you find your way forward.

Tom Keiser

CEO, Hootsuite
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Executive summary
Based on our annual survey of 11,189 marketers, interviews with 
industry experts, and exhaustive research, we’ve identified 
five key social media trends for 2021.   
 

T R E N D  1    |    page 10

The race to ROI: Social bridges the gap to a new  
customer experience 
As businesses struggle to recoup lost sales in the wake of the 
pandemic, marketers turn to social to meet two equally urgent 
imperatives: deliver short-term ROI with targeted performance 
marketing tactics while building innovative digital experiences 
that win long-term loyalty by bringing discovery, connection, 
and fun back to the customer experience.

T R E N D  2    |    page 18 

Silence is golden: Brands find their place in the conversation   
A dramatic uptick in social media use presented a huge 
number of new opportunities for brands this year—but many 
missed the mark by jumping in too soon. Smart brands sat 
back and listened, then won with creative, original ways of 
fitting into the social conversation to break through the wall  
of indifference.

T R E N D  3    |    page 26 
Way more than OK: A generation ignored by digital marketers 
booms on social  
Stereotypes, ageism, and a yearslong habit of chasing newness 
over effectiveness have left marketers underestimating— 
and underrepresenting—an increasingly digitally savvy and  
lucrative demographic: baby boomers. By using smart 
segmentation and thoughtful representation, marketers that 
include baby boomers in their digital strategies can leapfrog 
those still stuck in stereotypes. 
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T R E N D  4    |    page 33

Do I know you? Tying engagement to identity gives advanced 
marketers new momentum 
For years, linking social media engagement to customer 
identity has proved an elusive goal for marketers. But with 
renewed momentum and executive attention on social media’s 
ability to retain critical connections with customers, now is the 
time to take steps—big or small—to bridging the gap between 
engagement and customer identity. 

T R E N D  5    |    page 41

The perils (and promise) of purpose: Bold brands start in the 
boardroom, not the front lines of social

In a year marked by social upheaval, marketers stumbled under 
pressure to publicly address issues that their organizations had 
never focused on, or were only beginning to align with. Instead 
of using social as a mouthpiece for empty promises, strong 
CMOs will use the intelligence gathered by social media teams 
in 2021 to help the organization adapt to new buyer beliefs, 
new ways of doing commerce, and the new path to growth 
that requires balancing the twin demands of building a better 
business and a better world. 
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Methodology
This report is based on a survey of 11,189 marketers 

conducted in Q3 2020. We’ve supplemented 

these results with insights from primary interviews 

with dozens of industry specialists, as well as 

published reports and data from Deloitte, Edelman, 

eMarketer, Forrester, GlobalWebIndex, The CMO 

Survey, and others. 
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The most effective  
social platforms  
for 2021
MORE THAN HALF OF ALL BUSINESSES (60%) are 
planning to increase their Instagram budget, and almost 
half are planning to do the same for Facebook, YouTube, 
and LinkedIn. Notably, for all the hype of TikTok, it has 
not increased in importance in the investment stack.

Instagram leads the charge in  attracting  
marketing spend 

4%

10 20 30 40 50 60 70 80 90 100

61

46

45

26

%Instagram

Facebook

YouTube

LinkedIn

Twitter

WhatsApp

Pinterest

TikTok

Snapchat

%

%

44%

%

17%

15 %

14 %

Do you plan on increasing your investment 
in the following channels in 2021? 

Source:  Hootsuite's Social Trends 2021 Survey. 
n = 9,487
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%Facebook

Instagram

LinkedIn

Twitter

YouTube

WhatsApp

Pinterest

TikTok
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(please specify)

Snapchat

%

%

33%

%

14%

6%

What social platforms do you consider the most 
e�ective for reaching your business goals?

Source: Hootsuite Social Trends 2021 Survey. 
Respondents were asked to select their top three options.
n = 9,487

Marketers are smartly following where the user growth is. 
Instagram added the greatest number of new users between 
July and September 2020, posting even stronger growth figures 
than Facebook. Instagram’s advertising reach grew by 7.1% in 
the most recent quarter—more than three times Facebook at 
2.2%.1 With overall marketing budgets trimmed in 2021, it’s no 
surprise that marketers are focusing on familiar favorites, rather 
than experimenting with newer tactics and platforms.

Marketers double down on  well-established platforms

8
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Our analysis also found that for marketers who don’t invest in 
paid advertising, Twitter and Pinterest are seen as the most 
effective channels. In particular, Pinterest received high marks 
for driving bottom-of-funnel conversions. 

While our data points to what marketers see as the most 
effective channels, wise marketers will also look for under-
priced attention. 

With a fast-paced year of COVID-19, protests for racial equality, 
and a US election, Twitter saw a resurgence. It remains one 
of the top 20 most visited websites in the world, and is often 
underestimated in the media mix for marketers. Pinterest 
added new ROI-driven advertising tools and a “Today” tab to 
keep users engaged. And while retail remains the dominant 
use case for Pinterest, we saw rising use of Pinterest among 
brands in the education, advertising, and business and profes-
sional services industries.

9



T R E N D  1

The race to ROI 
Social bridges the gap to  

a new customer experience
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IT’S NO SHOCK: THE PANDEMIC, BUDGET CUTS, AND 

WORLD ECONOMIES FALLING INTO RECESSIONS have 

put marketers under pressure to bring new customers in the 

(proverbial) door. According to our 2021 Social Trends survey, 

73% of all marketers ranked “increased acquisition of new 

customers” as their top outcome for social in 2021, compared 

to only 46% last year, marking a 58% year-over-year increase.

Customer acquisition is social marketers' top goal 

While marketers race to generate new revenue, it’s interesting 
to note what slid further down the list. Only 23% of marketers 

2%

4%

5%

10 20 30 40 50 60 70 80 90 100

73

64

45

23

%
Increased acquisition

of new customers

Increased brand
awareness

Drive conversions
(leads, purchases,
product enquiries)

Increased customer
retention

Improve the
customer experience

Improve your brand’s
competitive advantage

Improve customer
insights

Brand protection /
 risk mitigation

Improve the employee
experience

Other (please specify)

%

%

28%

%

18%

15 %

In 2021, what are the top 3 outcomes your 
organization (or clients) are trying to achieve 
with social media?

Source:  Hootsuite's Social Trends 2021 Survey.
n = 9,279
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cited “improving the customer experience” as a key business 
outcome for social. And using social to “improve customer 
insights” sunk to 15%—a worrying slip when so much about 
customer behavior and demand has shifted in a historic year. 

Remember the mood lighting that made you linger a little 
longer while buying new clothes? The technical expert who 
helped you choose the right product without making you feel 
dumb? The tasty in-store samples that ruined your dinner? 
Many of these tangible customer experiences that helped 
differentiate brands were wiped out, leaving businesses 
scrambling to adapt their online presence to fill the void.

So, while the shift to short-term, ROI-accountable tactics is 
understandable (and in some cases, very necessary), it’s also 
critical to remember that the pandemic rolled a wrecking ball 
through customer experience efforts. The problem is that the 
online experiences offered by most organizations are highly 
transactional, as they were originally meant to supplement 
in-person experiences—not replace them. 

Transactions alone don’t create memorable brands or long-
term growth. And sitting and waiting for things to go back to 
“normal” instead of building for the future will put organizations 
at a serious competitive disadvantage. Jason Thomas, head 
of global research at The Carlyle Group, predicts that “... it is 
likely that the most salient disparities in two years’ time will 
be between companies within the same industry, as some 
management teams focus on reinventing their businesses 
while others endeavor to return to January 2020 levels with 
only minor adjustments.”2

Wise marketers will continue driving quick bursts of ROI 
through lower-funnel ads to keep the lights on in 2021, but 
they’ll also be working toward delivering innovative experiences 
that dovetail with unchanged, fundamental buying behaviors 
and customer needs. 

For clues on how to do this, look to the world of ecommerce, 
which has been rapidly reimagining the online customer 
experience with social media at the core. The very nature of 
social media revolves around discovery, connection, and fun—
elements that customers are sorely missing in the absence of 
in-person experiences and events.  

Transactions 
alone don’t  
create 
memorable 
brands  
or long-term 
growth. 
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Livestreaming events on social platforms have been helping 
fill the void, offering new ways for brands, experts, influencers, 
and customers to connect. In China, where social commerce 
has already been widely adopted, a Tommy Hilfiger livestream 
event attracted 14 million viewers and sold out of 1,300 hoodies 
in two minutes.3 In the US, livestream shopping events are 
predicted to generate $25 billion in sales by 2023, according 
to Coresight Research.4 Livestreaming shopping events are 
basically a fun, community-driven, digital version of home 
shopping channels on TV like QVC, so this isn’t a radical new 
concept—it’s an age-old tactic delivered in a new way, under 
the right conditions. 

We can see the monetization of short-form video, another 
core component of Asia’s social commerce success, gaining 
momentum as well. TikTok has already begun experimenting 
with in-app purchases, allowing a popular creator to sell goods 
through a pop-up page within the app.5 And with its multibillion 
dollar investment in TikTok, Walmart, one of the biggest 
brick-and-mortar retailers, clearly sees the economic potential 
of engaging with consumers not just when they’re buying 
something from their website, but when they’re creating and 
consuming short-form video in a social setting.

On Taobao, China’s largest ecommerce platform, 42% of 
product pages already include short videos.6 As Connie Chan, 
general partner at venture capital firm Andreessen Horowitz 
put it, “Think of them as compulsively watchable  
commercials—with a direct link to buy.”7

Simply chasing bottom-funnel clicks 
in 2021 won’t be enough. Marketers 
must use social’s performance abilities, 
while also helping to recreate missing 
customer experiences. 

This will not only elevate social’s value in the eyes of leadership 
but also help to differentiate your products and services from 
a rising sea of advertisers desperately trying to win wallets in a 
retracting economy.
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The trend in action 
Clarins reimagined the offline experience  
for online shoppers

Hootsuite’s customer, Clarins, a luxury skincare, cosmetics, 
and perfume company, was forced to close all of their stores 
when the pandemic hit, which had traditionally been the 
source of most of their retail sales and profits. The company 
needed to shift its focus to ecommerce while continuing 
to provide the expert guidance it’s known for—without the 
face-to-face in-store interactions.

The team called on Clarins beauty coach Rebecca Jones and 
quickly settled on a low-cost approach tailor-made for social 
media: Rebecca would share her expertise with customers 
by posting new videos daily—from her own bedroom—via 
Instagram Stories.

Replicating the insights and techniques that customers would 
have experienced in store, Rebecca showed off skincare 
rituals designed to address the different sensitivities that 
consumers were finding in their skin. The home-based, DIY 
nature of the stories resonated with customers, who identified 
with Rebecca and enjoyed watching her perform her skin care 
rituals in her own home. 

The results were immediate and 
positive, with story completion rates 
jumping from a previous average of 
20% to an impressive 75%—the highest 
the team had seen on social channels.8

While in-store retail remained out of the question, Clarins still 
wanted to provide the one-to-one consultancy the company is 
renowned for. The team developed and launched a new service 
called Clarins & Me, allowing customers to book a free video 
consultation with a Clarins beauty advisor. Launched just two 
weeks into the lockdown, the new service was successful from 
the start, with more than 450 bookings in the first month alone.
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What you should do 
in 2021 

Multiply your ROI by adding more channels

Multichannel campaigns tend to have a higher ROI than 
single media campaigns. In fact, for every channel you 
add, you can improve your ROI and effectiveness by up 
to 35%, according to Analytic Partners.9 

Start by bringing user-generated content (UGC) from 
social into email marketing campaigns, or by uniting 
your search and social ads.

Turn inspiration into incremental revenue
Online shopping is typically a very task-oriented activity, which 
takes a lot of fun out of the buying process for customers.  
It’s fun to go shopping with your friends at the mall and browse 
through the aisles—it’s less fun to sift through search results 
and Amazon reviews to find a new blender. 

Bring back some of the fun in the buying process by using 
Instagram Live or Pinterest as virtual showrooms. Think of it as 
the checkout lane at the supermarket, where people would be 
inspired to buy things they didn’t know they needed or wanted. 

Put social back in shopping

It’s tough to be confident you’re making the right purchase 
when you can’t see, touch, or interact with the product you’re 
buying—or when there isn’t a salesperson or trusted expert to 
guide you toward the right decision. Have your employees host 
live Q&A sessions or simply share content that can help bring an 
informative yet social element back into the buying process.

Another effective way to inspire confidence is by tapping into 
influencers and user-generated content. “Most people dislike 
being the first to try or buy new things,” says Matt Greener, VP  
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of marketing at TINT. “And when we’re not able to tangibly 
handle a product or service, that distrust is amplified even more. 
If I can’t really see it in person, it’s more difficult to trust what the 
brand is saying. But if I see other people, who I can tell haven’t 
been paid a lot of money to say positive things, I can trust that.” 

Jim Habig, global head of business marketing at Pinterest, 
agrees. “If you don’t have the impulse moments at the checkout 
anymore, where people grab something spontaneously off the 
shelf, recommendations from trusted creators can become that 
source of inspiration.” 

Make social the leading light in customer loyalty

If social does one thing well, it’s helping organizations stay 
connected to their most loyal and dedicated customers. 
Forrester predicts that spend on loyalty and retention marketing 
will increase by 30% in 2021 as CMOs assert control over the 
full customer lifecycle.10 

This is an excellent opportunity for social teams to lead the 
charge. Show the entire marketing organization how social 
can be a unifying thread that can correct disjointed customer 
experiences. This involves working closely with your social sup-
port teams to reduce customer churn, fixing major complaints 
such as bad pricing or return policies, and helping to rescue 
customers in danger of leaving with proactive social listening.
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T R E N D  2

Silence is golden 
Brands find their place 

in the conversation



THE DRAMATIC UPTICK IN SOCIAL MEDIA USE THIS 

YEAR presented an irresistible opportunity for brands 
to put themselves front and center in the conversation, 
overlooking the fact that people primarily want to connect 
with each other, not brands—especially in a time of crisis.

We saw this disconnect on full display in the early days of 
the pandemic, when many brands adopted the same overly 
sentimental tone in their content, resulting in a wave of nearly 
indistinguishable campaigns that people began mocking 
on social media.11 The wise ones took this time to prioritize 
listening over talking. For example, Coca-Cola pulled their 
advertising spend and redirected their efforts into the COVID-
19 response, while continuing to engage and listen on social.12 

When it was the right time to talk, the campaigns that stood out 
provided much-needed moments of levity and fun—aligning 
with why people turn to social media in the first place. On 
average, 32% of key demographics (Gen Z, millennials, Gen X, 
and baby boomers) say “finding funny or entertaining content” 
is their main reason for using social media.13 And data from 
Morning Consult shows that useful and entertaining ads are 
most likely to drive purchases, as consumers increasingly 
crave a return to normalcy.14 

Coors Light took a lighthearted approach in a campaign that 
offered real value to consumers. Instead of harping on the 
“unprecedented times” we’re living through, they created a 
spot that lamented the “sucky, suck, suck, suckiness” of today 
and launched a social campaign that encouraged people to 
nominate someone who #CouldUseABeer. They then sent 
500,000 beers to grateful customers.15 
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The truth is that most 
brands have long been 
miscalculating the type 
of content people want 
from them on social 
media, and how much 
people want to even 
interact with them in  
the first place.

As Jessica Liu at Forrester put it, “Brands have no sense 
of purpose on social networks or of how to cater to the 
audiences they’re trying to woo.” This is reflected in the fact 
that 68% of people don’t think brands or companies share 
interesting content.16

“When social media first came along the hype was all about 
having one-to-one relationships with customers, but of course 
the reality is that most people don’t want to have one-to-one rela-
tionships with very many companies,” says Jerry Daykin, EMEA 
media director at GSK Media. “But social media does still allow 
for much more nuanced and personal targeting, and the ability 
to offer different creative to different audiences. But marketers 
still need to figure out how to do that well. How to find the balance 
between being personal, but not diluting your creative.” 

In 2021, the smartest brands will understand where they fit 
into customers’ lives on social media. And they’ll find creative 
ways of fitting into the conversation instead of trying to lead it, 
creating content that breaks through the wall of indifference. 

In the immortal words of Amanda Wood, social media market-
ing manager at Hootsuite: 

“Don’t be a bummer.” 
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The trend in action 

 Securian Financial timed a campaign perfectly by 
listening to the conversation on social media 

At the start of the pandemic, one of Hootsuite’s financial 
services customers, Securian Financial, struggled to balance 
their desire to continue connecting with consumers with being 
sensitive to the hardships they were suddenly dealing with. 

“We don’t want to appear ignorant; we want to relate to 
people’s lived experiences and meet them where they’re 
at,” explained DJ Hamm, head of social media at Securian 
Financial. “So listening was vital to ensuring we weren’t being 
disingenuous, or trying to force ourselves into a conversation 
where we weren’t welcome.”17

Through social listening, they noticed that their key demographics 
had shifted away from complaining about quarantine to sharing 
more positive content about how they were staying connected. 
The team realized these insights rang true with their own 
personal experiences of striking a new life balance, and they 
decided to launch a UGC campaign called Life Balance Remix.18

The campaign encouraged people to share content that high-
lighted their “new normal” with the hashtag #LifeBalanceRemix. 
To encourage participation, they donated $10 to Feeding 
America for every user who engaged with the campaign, 
whether by sharing the campaign or posting content. 

The campaign was a roaring success. 
With over a thousand participants, the 
campaign generated over 2.5 million 
campaign impressions across Twitter 
and Instagram. 

“Never did we expect that our small pilot would garner so 
much attention,” said Hamm. “We estimated a total ROI of 
$35,000 worth of support in our brand marketing, which was 
so important given that we had paused our TV spots out of 
respect for what everyone was going through.”  
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 Ocean Spray watched and waited before jumping  
in on a viral moment

After his car battery died on the way to work, Nathan Apodaca 
filmed himself cruising the rest of the way to work on his 
longboard, lip-syncing to “Dreams” by Fleetwood Mac and 
drinking from a large container of Ocean Spray.

His carefree vibes struck a chord on TikTok, and the video 
quickly went viral. In true TikTok fashion, people around the 
world began recreating the video, gulping down Ocean Spray 
while riding on skateboards, wakeboards, and more. Pretty soon 
celebrities, influencers, and US state governors had all jumped 
on the trend. Members of Fleetwood Mac, including drummer 
Mick Fleetwood and singer/songwriter Stevie Nicks, even 
created their own TikTok accounts just to join in on the fun. 

A lot of brands would have pounced immediately, but Ocean 
Spray stayed silent for over a week. As they let the hype unfold, 
they were also busy buying a new truck and delivering it to 
Apodaca (and filling it with Ocean Spray, naturally). When the 
time was right, they had their CEO recreate the video on TikTok. 

By giving back to the creator who had 
gotten them into this position in the first 
place and not just trying to capitalize on 
the free publicity, Ocean Spray has been 
inundated with positive comments and 
praise from TikTok users, who can be  
a hard crowd to please for most brands.
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What you should do 
in 2021 

 Don’t dismiss passive content consumption
While most marketers know they shouldn’t only count vanity 
metrics such as likes and shares, it’s a hard habit to break. 
However, only a small minority of online users actually comment 
or share content—the vast majority of all online media is 
consumed passively. 

In fact, our Digital 2020 data shows that the average Facebook 
user has only shared one post in the last 30 days.19 Just one. 
And yet many brands still desperately try to latch onto memes 
and viral moments in pursuit of a few extra retweets that don’t 
actually translate into any type of meaningful business value. 
This leads them to base their social content on goals that go 
against the typical behavior of most users. 

Likewise, while retweets and mentions are counted as the 
primary success metrics for Twitter content, our data shows 
that Twitter's total website traffic is 3x larger than its actual 
user base. Millions of pieces of Twitter content are read by 
passive visitors, since Twitter allows you to search and read 
content without an account. This passive traffic makes Twitter 
the eleventh most visited website in the world and an underes-
timated part of the media mix.20

Know when to aim for engagement and participation and 
when to aim for reach and reaction. In the case of Securian 
Financial, their UGC campaign was appropriately designed to 
generate active engagement. But for many other campaigns, 
mass reach and reaction are much more realistic engagement 
goals than mass participation. And any type of engagement 
you generate on social media, if successful, should eventually 
lead to further behavior—whether it’s reaching out for more 
information, going to a store, searching online, or simply 
strengthening brand salience.
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Bolster social listening data with other sources  
of insight 

It’s not as easy to monitor conversations across Instagram 
Stories, LinkedIn, TikTok, or private messaging as it is on Twitter 
or Facebook—and this can skew the insights you’re pulling. 
People who are publicly vocal on Twitter, for example, often 
have a very different mindset than those communicating on 
more ephemeral or private channels.  

As Jerry Daykin noted, “You won’t get a holistic and balanced 
sense of the world from just social listening, but it can be 
useful as a faster, agile tool for spotting interesting opinions 
and trends, especially in these times when things can change 
so quickly.” Search analysis, he added, is a powerful tool in 
addition to social listening, as it goes beyond what people are 
publicly willing to talk about and reflects more of what they’re 
privately thinking.

Lean on trusted UGC to replace costly 
content production

Producing polished brand content is difficult right 
now, thanks to the logistical and financial limitations of 
pandemic life. But with the uptick in social media usage 
this year, there’s no shortage of content being created 
by people themselves. UGC is cheap and has the added 
bonus of being content that people trust. According to 
the Edelman Trust Barometer, earned media is far more 
effective than advertising when it comes to earning 
trust, as consumers are more likely to listen to their 
peers than a brand itself.21 

For example, the University of Michigan’s medical 
faculty created a UGC campaign to recognize frontline 
workers during the pandemic with the hashtag 
#HailToTheFrontLine. This gave the university a way to 
connect students, faculty, and the community at a time 
when bringing everyone physically together  
was impossible.22 
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T R E N D  3

Way more than OK
A generation ignored by digital  

marketers booms on social



THE PAST YEAR HAS BEEN A TIPPING POINT FOR BABY 

BOOMERS ONLINE. Increased time with social media, 
digital video, gaming, and mobile payments have 
yielded new forms of digital literacy that are turning  
into habits set to outlast the pandemic. 

According to our Digital 2020 data, 70% of internet users aged  
55-64 say they’ve bought something online in the past month,23 
and 37% are planning to continue doing so more frequently 
when it’s over.24

As with every generation, the pandemic has left many baby 
boomers out of work or living on shoestring budgets. But as  
a whole, they came into the crisis with healthier finances than 
younger generations and are showing less financial fragility  
so far during it, according to eMarketer.25

Marketers have typically targeted baby boomers through tra-
ditional TV advertising, which is still one of the most effective 
ways of reaching them. But it’s worth noting that cord-cutting 
reached historic highs in 2020. In fact, eMarketer is forecasting 
that households without cable TV will outnumber those with 
it by 2024.26 Meanwhile, there’s been a 66-point increase in 
baby boomers discovering new brands and products via social 
media over the past 4 years, according to GlobalWebIndex,27 
and over a quarter of baby boomers are spending even longer 
on social platforms now as a result of the pandemic.28

Baby boomers are particularly active on Facebook (which 
any millennial with an oversharing mother can tell you). The 
director of marketing at one medical technology company told 
us, “Facebook is 50%–60% of our media buy, as it is so effective 
from a targeting side, but we don’t engage with two-way conver-
sations on our page. Our patient population is 65+ and they just 
talk all the time. They’re basically telling our story for us, so we 
don’t even need to get involved.” 

70% of 
internet 
users aged  
55-64 say 
they have 
bought 
something  
online in the  
past month.
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Why have so many digital marketers been overlooking this 
increasingly digitally savvy and lucrative demographic? 

One culprit is the industry’s bad habit of chasing newness 
instead of effectiveness. For example, TikTok has been one of 
the most buzzed-about marketing topics all year, and its cul-
tural influence certainly continues to grow, but it was ranked 
as one of the least effective platforms by respondents in our 
2021 Social Trends survey. Facebook, however, was cited as 
the most effective platform and remains by far the preferred 
platform of Gen X and baby boomers.29 (Although there are 
plenty of baby boomers who have been welcomed with open 
arms on TikTok, some amassing millions of followers.)30

Another force at play is ageism. The vast majority of marketing 
and advertising professionals are under 40 years of age, and 
this is reflected in all aspects of the work they produce. For 
example, although 46% of the US adult population is over 50, 
only 15% of images containing adults include people in that 
age segment, according to a study done by AARP.31 

In 2021, marketers cannot afford to 
overlook older generations on social 
media. By using smart segmentation 
and thoughtful representation, 
marketers that include baby boomers 
in their digital strategies can leapfrog 
those still stuck in stereotypes 
and capitalize on this growing 
technological enthusiasm. 
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The trend in action 

 Woolworths used AR and video ads to increase brand 
favorability with female baby boomers 

A prime example of not underestimating the digital savviness 
of baby boomers comes from Australia’s leading supermarket 
retailer, Woolworths. Through its rewards program, Woolworths 
launched a “Plant a Tree” initiative, giving members the opportu-
nity to experience the joy of giving during the Christmas season.

Through an innovative augmented reality Facebook filter, 
members could plant and care for their own virtual Christmas 
tree. They could also contribute their rewards points to an 
environmental charity and, in return, have a real tree planted  
on their behalf.

Woolworths used video ads to introduce the “Plant a Tree” 
initiative and directed members to a Facebook Messenger 
experience, where they could learn more about the idea,  
the rewards program, and the charity.

The results: an 11-point lift in brand 
favorability and a 46-point lift in 
message association among females 
aged 55-64. Most importantly, over 
6,000 trees were planted as a result  
of the campaign.32 
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What you should do  
in 2021 

 Target baby boomers by passions or hobbies— 
not simply by age
Generations aren’t monoliths, so simply deciding to target baby 
boomers isn’t enough. A recent study from BBH exposed the 
truth that “these ‘generations’ are simply random collections 
of people who share no special connection beyond being born 
within two decades of each other.”33

Not all baby boomers are going to be a relevant audience 
for your brand. Social media segmentation can offer richer, 
more relevant, and more emotional foundations for defining 
audiences beyond simple demographics. For example, Danone, 
a multinational food and drinks group, moved away from defining 
groups of consumers by demographics and toward defining them 
in terms of common passions. Rebuilding its creative and target-
ing with social data reflecting these passion points led to  
a 40% lift in ad recall.34 

Instead of targeting baby boomers by age alone, target them  
by passions and hobbies and you’ll be more likely to attract  
a cross-generational audience, which can lead to new reve-
nue opportunities.

Pinterest is a great fit for this, as it has the strongest penetration 
among boomers of any non-Facebook social network.35 And 
because it’s such an outlet for passion projects and planning, 
you can include them in campaigns set in a highly contextual 
setting where the audience is primed for action. 

“Retired baby boomers have more time on their hands, and we 
see a really high affinity within that demographic for gardening, 
travel, art, animals, DIY, and recipes,” says Jim Habig, global 
head of business marketing at Pinterest. 
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Include baby boomers in your creative  
without stereotypes

The sudden focus on older generations being at greater 
risk of severe illness from COVID-19 had many baby 
boomers bristling at the idea that they were now being 
considered “elderly” by health officials, politicians, and 
their well-intentioned millennial children.36

The last thing baby boomers want to see is advertising 
and marketing campaigns that depict them as old, yet 
that’s the majority of what they’re seeing. For example, the 
AARP study found that just 5% of images showed older 
generations interacting with technology, despite the fact 
that 69% of people between the ages of 55 and 73 own  
a smartphone, according to the Pew Research Center.

Do better by seeking out The Disrupt Aging Collection on 
Getty Images. You can find over 1,400 images that depict 
older generations in a more accurate light.

 Use online reviews to bolster trust 
Online reviews influence boomers’ purchasing decisions 
more than any other online source.37 The Google My Business 
integration in Hootsuite allows you to monitor and engage 
with customer reviews on Google alongside your social 
media activity.
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T R E N D  4

Do I know you?
Tying engagement data to  

identity gives advanced  
marketers new momentum



IT’S EASY FOR ORGANIZATIONS TO BELIEVE THEY 

CAN REACH THEIR CUSTOMERS ON SOCIAL—after all, 
over four billion people are now on social, including 
more than 450,000 new users in the past 12 months, 
which equates to more than 12% annual growth.38

And yet, in a survey of 2,162 marketers and executives 
that Hootsuite conducted with Altimeter for our Social 
Transformation Report, 54% said they aren’t confident that 
their social media followers are more valuable customers than 
those they don’t engage with.39

This is because most social media managers have no idea  
if they’re replying to a lifelong customer, a new lead, an  
ex-employee, or a disgruntled detractor. If you’re unsure 
whether you’re actually reaching and deepening relation-
ships with customers—and if you can’t quantitatively prove 
it—you’re potentially wasting a lot of time generating top-line 
engagement that isn’t really paying off. 

But your customers are out there, and you can use social 
media to create more valuable relationships with them. You 
just need to get better at closing the loop and quantifying these 
things—and this year is the perfect window of opportunity to 
make it happen.

The pandemic has given executives 
renewed appreciation for social media, 
which became the strongest bridge for 
connecting with customers after so 
many traditional strategies collapsed. 

In our Social Transformation survey, 69% of respondents 
agreed that social media helped them prepare for COVID-19’s 
impact on business disruption by maintaining customer 
relationships via social. 

Boosting loyalty is also top of mind for budget-conscious CMOs 
this year, and this is where social shines. According to The 
CMO Survey, 33.5% of marketing leaders cite retaining current 
customers as their key objective during the pandemic, more 
than improving ROI (3.5%) or even customer acquisition (14%).40 
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So what’s preventing so many marketers from being able to 
confidently prove they’re engaging in the right ways with the 
right people? Data integration. Our Social Transformation 
research uncovered that only 10% of marketers feel they have 
mature practices around integrating social data into enterprise 
systems like Adobe, Marketo, or Salesforce. Without pushing 
every social engagement into some kind of database, it’s hard 
to match it with other behaviors like purchasing, applying, 
or donating. 

For the small percentage of organizations that do have strong 
social data integration, it’s paying off. According to our 2021 
Social Trends survey, 85% of organizations that integrate social 
data into other systems have confidence in their organization’s 
ability to accurately quantify the ROI of social media.

Data integration is a complex, messy process for even the 
biggest organizations. But our Social Trends survey uncovered  
a much more accessible entry point that can help marketers 
better connect social engagement to customer identity and 
measurable ROI: integrating paid and organic social  
media activity. 

The targeting opportunities and detailed reporting metrics that 
come with paid ads are crucial for delivering relevant content 
to the right people on social media. Yet almost one third (28%) 
of respondents in our Social Trends survey don’t run any social 
ads at all, even though the oasis of organic reach started 
drying up as early as 2010. In contrast, mature organizations 
with completely integrated paid and organic social strategies 
are 32% more confident in quantifying the ROI of social media. 

“Companies that only have an organic presence on social 
media will find it incredibly hard to do any type of attribution 
at all,” said Jerry Daykin, GSK Media. “First, it lacks the scale 
and impact you need to be able to attribute anything to it, and 
second, it’s often just anecdotal: We had one conversation with 
a customer and they bought something. Well, that’s great—but 
it’s not at the scale a business needs to actually grow.” 

Further, we saw a correlation between more mature social 
advertising practices—such as using lookalike audiences, 
building custom audiences, and syncing data to CRMs—and 
confidence in social ROI. This creates a virtuous circle, as our 

85% of 
organizations 
that integrate 
social data 
into other 
systems have 
confidence 
in their 
organization’s 
ability to 
accurately 
quantify the 
ROI of social 
media.
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data also found that as an organization’s confidence in social 
ROI increases, they soon expand to other strategies such as 
employee advocacy and social listening, elevating the role 
of social in their organization overall and helping the brand 
differentiate in the marketplace.

Whether you begin integrating social data into your martech 
stack or start by ramping up your paid social strategies, taking 
steps toward quantifiably proving you’re reaching the right 
customers, engaging with key suppliers or partners, and 
boosting loyalty will set top social marketers apart in 2021.

How mature is your company  
on social media?
Hootsuite’s Social Maturity Assessment is a benchmark 
of over 1,000 enterprise organizations in 12 industries 
and covers every aspect of how organizations use 
social to create business value, including attribution 
practices, use of social data in customer journey 
mapping, integration of social data into CRM systems, 
employee advocacy, paid media and influencer 
strategies, and workforce education programs.

To complete an assessment of your own organization’s 
social maturity, start here:  
hootsuite.com/maturity-matters
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The trend in action 

 Pierre & Vacances Center Parcs Group united 
social and CRM for a deeper understanding of the 
customer journey

Pierre & Vacances Center Parcs Group, a Hootsuite customer, 
found itself fighting to retain and grow market share in 
recent years in the face of new online forces such as 
Booking.com, Tripadvisor, and Airbnb. 

With a reputation for delivering unique and memorable vacation 
experiences, the Group had already attracted a loyal community 
of highly engaged fans on social media. To build on the value of 
these relationships, the Group set out to design a strategy that 
would help it build a more nuanced understanding of customers 
at each stage of their journey—leading to new insight and 
opportunities to engage more effectively with customers 
before, during, and after their stay.

To integrate its social media strategy into its overall business 
and develop its strength as an acquisition and loyalty channel, 
the Group decided to unite the social media team with the 
CRM division under the sales department.41 

By sharing tools and data between 
social and CRM, both groups were able 
to gain greater visibility into customer 
touchpoints across their journey—and 
create new commercial opportunities.
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What you should do 
in 2021 

 Hold social accountable for more than just  
reactive engagement 

All the data integration in the world won’t help you if your social 
media strategy doesn’t have a strong foundation. Who are you 
trying to reach and what do you want them to do or think? This 
sounds basic, but it’s easy for marketers to lose sight of these 
objectives in the pursuit of engagement for engagement’s sake. 

When it comes to measuring your efforts on social media, clear 
objectives that are aligned with broader marketing measurement 
frameworks will help prevent you from getting lost in a pit of 
attribution or measuring social in a silo.

“It’s important to develop KPIs that match with your overall 
goals, and match expectations of the organization. Social media 
is a piece of the customer journey, and rarely is it going to be 
a straight line from social awareness to customer,” said Chris 
Campbell, CEO of ReviewTrackers. “Social is used as a part of a 
customer’s research process; it’s a touchpoint that takes them 
through the buying funnel. 

“Sophisticated social media marketers know that vanity metrics, 
such as impressions and reach, should be taken with a grain of 
salt, and that you should be tying these numbers back to your 
web traffic sessions and bounce rate. If you’re trying to build 
brand awareness, you should be focused on overall engage-
ment, and if someone comes to your website, how long they’re 
visiting. These insights can be helpful for evaluating your other 
marketing efforts and understanding if they’re resonating with 
your audience.” 
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 Start taking small steps toward gathering  
quantifiable data from social engagements

Putting a basic UTM framework in place to track all data 
from both your organic and paid campaigns will help 
you understand which channels and content pieces are 
driving action. This is a great foundational step you can 
get started with right away, especially if you aren’t using 
enterprise solutions like Salesforce or Tableau. 

Ensure that your framework is consistent—for example, 
only using lowercase letters—so that when you view 
the data in a platform like Google Analytics, it’s 
aggregated appropriately. For a full guide to using  
UTM parameters, check out the Hootsuite blog.

Set up manual workflows in the absence of perfect  
technological solutions

LinkedIn is a key channel for financial services, but it also 
has API restrictions—which means you can’t sync social 
interactions on LinkedIn into CRMs. But one of our customers, 
a large financial services organization, has manually set up 
a workflow that helps quantifiably measure the value of their 
social selling program.

Advisors who generate a new lead through sharing content 
and engaging on LinkedIn move the conversation to email, 
which helps with privacy and compliance. Then, they create 
a lead in their sales CRM. The key at this point is having a 
unique source field in the CRM that’s dedicated to the social 
selling program. The social media manager and the sales 
team can then track those leads and measure the conversion 
rate—leading to quantifiable ROI from social selling and not 
just anecdotal reporting.
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The perils  
(and promise) of purpose

Bold brands start in  
the boardroom, not the  

front lines of social



THE SHIFT TOWARD PURPOSE-DRIVEN, SOCIALLY 

RESPONSIBLE CAPITALISM that had begun well 
before 2020 was certainly sped up by the events  
of the past year.

Between the economic and emotional fallout of COVID-19, 
the uprising against racism and police brutality, and climate 
change fueling historic wildfires across Australia and North 
America, marketers were under significant pressure to publicly 
address issues that their organizations had never focused on  
or were only beginning to align with. 

A lot of meaningful change did happen this year as a result of 
this public pressure. Starbucks now ties its executive compen-
sation to meeting diversity goals.42 Airbnb set a new standard 
for corporate compassion when laying off nearly 1,900 global 
employees, offering a generous severance package that 
included several months’ pay, a year of healthcare, and help 
finding a new job.43 

Modern brand building is clearly 
changing as organizations adapt to 
the socially conscious mindsets and 
expectations of younger, more diverse 
generational cohorts like Gen Z.

In Deloitte’s annual survey of millennials and Gen Z, 60%  
of respondents said they plan on buying more products and 
services from large businesses that have taken care of their 
workforces and positively affected society during  
the pandemic.44 

“It’s not that there’s more demand for purpose in the market, 
because I think the market has been demanding it for a long 
time,” says Dominic Leung, group strategy officer at Cognito, 
an integrated communications and marketing agency for 
finance, technology, and professional services. “What’s 
changed is that some brands have gone and really doubled 
down on purpose; they’ve decided to codify it, go to market 
with it, and have it actually influence the way they do business. 
So the pandemic has just become an additional market 
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influence, creating more urgency and changing the speed at 
which companies are internally embracing it. It’s given people 
either permission or the bravery to do more.” 

Purpose-driven companies will  
certainly be on the right side of history 
in the years to come—but becoming 
one isn’t something you can fake or 
simply mimic on social media. 

And this is where a lot of brands stumbled in 2020. 

The (understandable) desire to respond to public pressure 
and positively contribute to these conversations ended up 
manifesting in knee-jerk reactions, many of which were quickly 
called out as hypocritical. These efforts came off looking 
especially inadequate when viewed in the context of brands 
like Patagonia or Ben & Jerry’s, who have been doing this work 
for decades and have the track record to prove it. 

While consumers are developing higher expectations for what 
they expect businesses to contribute to the world, using social 
media as the megaphone for promoting it may not be as critical 
as marketers think in 2021. 

Social media statements alone can’t make up for a lack of true 
brand purpose embedded deeply across an organization. Data 
from Brandwatch shows that consumers are much more con-
cerned about whether a brand operates according to its values 
and proactively makes the world a better place than they are 
about its performative actions around those values (like shar-
ing statements about it on social media, for example).45 
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Source: Brandwatch
n=7,180

If 2020 was dominated by reactivity from brands on social 
media, 2021 is a year for restraint as brands work to get their 
house in order and take the pressure off frontline social teams.  

This has to begin at the top. If CMOs are not actively working 
toward creating a truly purpose-driven organization, they can’t 
expect their marketing and social teams to create the veneer of 
purpose on social media.  

Consumers want brands to walk the talk

Operates according to
 its values/principles

Proactively makes the
world a better place

Has a clear statement
outlining its values/

priciples and purpose

Sets and example for
 other businesses

Shows commitment 
to good causes 

(e.g. in advertising
/in the press)

1 (Not at all important) 2345 (Very important)

4%

2%

14%

26%

55%

5%

3%

6%
24%

53%

5%

4%

18%

47%

6%

4%

19%

27%

45%

8%

7%

26%

25%

34%

28%

How important is it to you that a business…

4%

4%
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Now more than ever, CMOs must be the voice of the customer 
in the C suite, helping other executives feel the force of these 
cultural and customer changes that frontline social teams expe-
rience every day. Strong CMOs will use intelligence gathered by 
social media teams to help the organization adapt to new buyer 
beliefs and new ways of doing commerce—and lead the organi-
zation to a new path to growth that requires balancing the twin 
demands of building a better business and a better world. 

“The authentic voice of the consumer 
is being expressed now unlike any 
other time in history; it’s stronger than 
it ever has been. The brands that are 
capable of listening, and shaping their 
messages in a way that is cognizant 
of that narrative, will be more likely 
to survive and grow. Those that only 
pursue brand-driven narratives that 
aren’t sensitive to the times we’re in 
simply won’t retain customers.”

MICHAEL MCGOEY

SENIOR MANAGER, ENTERPRISE PARTNERSHIPS, TWITTER 
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Expensify’s CEO made a bold move— 
and took the heat on social 

Two weeks before the US presidential election, the CEO of 
Expensify, David Barrett, emailed the company’s 10 million 
customers urging them to vote for Joe Biden. 

Was it controversial? You bet. But whether or not you agree 
with the medium (or the message), it was a clear example of 
the C suite stepping in and setting the direction for the rest of 
the organization to follow. This type of top-down involvement 
empowers the social team and gives them permission to stand 
behind their values as an organization.  

This move didn’t begin and end at the top, either. As Barrett 
told Business Insider, there wasn’t universal consensus on 
sending the letter, but ultimately more than two-thirds of 
employees voted in favor of sending it and several employees 
provided their input on the message.46 

By ending the email with a note encouraging people to mes-
sage him directly on Twitter—whether they agreed with him 
or not—Barrett helped redirect some of the reaction on social 
media toward himself, instead of hiding behind the brand’s 
main accounts and letting the social team take the heat.

Social listening data from Hootsuite 
Insights shows that social mentions 
for the brand shot from 50-100 typical 
mentions per day to over 30,000 
mentions in the 24 hours after the email 
was sent and 17,000 the following day. 

While sentiment was both negative and positive, Expensify’s 
social team was ready for the firestorm that inevitably followed, 
because the actions of their leader made it very clear as to 
where the brand stood in a divided time.

The trend in action 46
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What you should do 
in 2021 



Create or revisit your social media policies

During a crisis, a social media policy that provides 
guidelines for your entire organization will give everyone 
the ability to act quickly and confidently. Your policy 
should be comprehensive, covering how your brand and 
employees are expected to use social media whether in 
a time of crisis or not. 

If you don’t already have one, start today. But if you do 
have a social media policy for your organization, the start 
of a new year is the perfect time to revisit it. Social media 
is in constant flux, and we’ve seen how quickly new 
and unanticipated issues can bubble up (for example, 
how your brand should communicate during a global 
pandemic). If you’re starting from scratch, get a head 
start with our social media policy template.

Set up a social media crisis communications workflow 
Having a cross-functional plan in place can help save valuable 
time and keep everyone focused when a crisis bubbles up 
on social media. Here’s what the Hootsuite social team put in 
place in 2020: 

1. A crisis “tiger team” that includes members of the social 
team as well as representatives from external and internal 
communications, brand, and legal. Make sure this group 
has a dedicated channel for communicating in real time 
(such as Slack or Google Chat). 

2. Reporting documents for senior leadership and communi-
cations teams, so that the social team can track sentiment 
by the hour and include analysis as to why certain topics 
or keywords have spiked. 

Q
u

ick W
in
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3. Team members assigned to specific social networks to 
monitor the situation as it unfolds, as the conversation 
can differ greatly from one network to the other. 

Use social listening for intelligence, not interrupting 
Marketers have long turned to social listening to monitor key-
words, track sentiment, and find opportunities to insert their 
brands into trending conversations. But the crises of 2020 have 
underscored the importance of using social listening as an 
intelligence tool, helping organizations make smarter decisions 
based on changing customer needs and pain points. 

66% of respondents in our Social 
Trends survey say social listening has 
increased in value for their organization 
over the past 12 months. 

For example, during lockdown, Clarins used Hootsuite’s social 
listening partner Brandwatch to review and analyze customer 
conversations and realized that interest in makeup had faded 
rapidly. This meant that their previously planned content would 
miss the mark—but it also presented substantial new opportu-
nities, as the new insights revealed that customers were using 
lockdown to focus on skin care. 

Based on trending conversations in search and social chan-
nels, the team developed a social advertising strategy that 
focused on highlighting skincare deals that would appeal to 
cash-strapped customers. By the end of the quarter, social  
ads drove 30,000 website visits, with a low cost per click and 
click-through rates well exceeding their benchmark. 

This agility and hyper-awareness will remain critical beyond the 
pandemic as organizations continue adapting to the acceler-
ated pace of digital transformation. 
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“Brands have heaps of first-party data but struggle to get 
access to feedback on their products and services, especially 
unprompted qualitative feedback," said Joe Rice, developer 
and enterprise solutions at Twitter. “And as it turns out, Twitter 
is a great place to gather just this kind of feedback and better 
understand the voice of the customer. 

“These insights can then be used across a business to 
improve customer service, influence product development 
roadmaps, and even prioritize digital transformation initiatives. 
For example, if you’re an insurance company and people are 
experiencing issues with the quote process for a new policy, 
that feedback tells you to start transforming that process first.” 

This was echoed by Elena Melnikova, CMO of Talkwalker.  
“By connecting conversational intelligence with organizational 
KPIs and metrics, social media becomes much more than 
just a publishing tool. It becomes a powerful source of fuel for 
your brand decisions. Social data changes as the conversation 
changes, and that gives you the flexibility you need in this 
current climate when public opinion changes so suddenly. 
It enables brands to think on their feet, whether that means 
protecting their reputation, instantly measuring their impact,  
or understanding their consumers' concerns.”

49



You’ve read the trends.  
Here are the tools to help  
you conquer social in 2021. 
Hootsuite offers a full suite of tools to help you manage 
every aspect of your social presence. Request a demo 
to learn how Hootsuite’s content publishing, social 
advertising, deep listening, ROI reporting, and advo-
cacy solutions help you succeed with social. Or pick 
your plan and get started right away. 
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The 2021 recipe for brand growth

2

1. The fastest-growing brands of 2021 will be: Storeless, data-rich, live, participatory, entertaining, 
localized, and streaming.

2. Small brands will continue to chip away: All the trends in production, distribution, retailing, and 
marketing make small brands more competitive against large brands. But big brands’ scale, 
recognition, and trust still give them significant advantages.

3. You cannot delay gratification: With Walmart and Amazon competing to make 2-hour delivery the 
norm in major markets, delivery partnerships for rapid fulfillment are now essential for all brands.

4. How do I engage thee? Let me count the ways: While the goal of marketing remains “creating a 
customer,” the way to do so is through participation via ongoing communities, social selling, live virtual 
events, classes, and other forms of active involvement in the brand – tactics that will experience 
hypergrowth as COVID mainstreams them.

5. Make it stream, make it shoppable, and make it FAST: Media advertising increasingly will focus on 
driving participation in live events. Successful publishers, brands, retail brands, and experience 
providers will partner to promote and fulfill live experiences, and enable shopping directly. The growth 
of free, ad-supported, streaming TV will boost the usage of shoppable media.

6. Brands must be data companies that make things, not the other way around: Consumer-facing 
companies cannot remain competitive without growing their 1st party relationships and 1st party data.



1. The COVID Disruption

3



One Big Takeaway

COVID accelerated the transition from a 
brick-and-mortar consumer economy to a “storeless” 
economy by up to 500%, permanently altering the brand 
value chain.



The Indirect Brand Economy (1879 – 2010) required tightly woven supply chains and 
physical stores…

retailer

publisher

advertising 
agencybrand

consumer

finance

sourcing

manufacturing

logistics

distribution

integration



… While the Direct Brand Economy (2010 - ) rewards agile outsourcing and scaled 
individual relationships 
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The U.S. economy is becoming storeless: Physical store closings will rise ~3x in 2020
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https://www.retaildive.com/news/permanent-store-closures-could-hit-25k-in-2020-coresight-says/579443/
https://www.cnbc.com/2019/12/20/sears-walgreens-among-retailers-that-closed-stores-in-2019.html


8*Excludes products not able to be sold online (e.g. gasoline)
Source: The Commerce Department, 8/8/20; Digital Commerce 360.; Adobe Analytics; August 2020

Online retail spending was up 30% through the 1st quarter…

Estimated Quarterly U.S. Retail E-commerce Sales as a Percent of Total Quarterly Retail Sales:

https://www.census.gov/retail/mrts/www/data/pdf/ec_current.pdf
https://www.digitalcommerce360.com/2020/08/25/ecommerce-during-coronavirus-pandemic-in-charts/
https://www.adobe.com/content/dam/www/us/en/experience-cloud/digital-insights/pdfs/adobe_analytics-digital-economy-index-2020.pdf
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…And grew digital shopping’s share of retail 5-7x faster than pre-COVID rates

Source: GlobalData/Amazon, 9/15/20 (U.S. data, including 4th quarter estimates

Overall Online Penetration by Month
% of total retail sales

http://gdretail.net/wp-content/uploads/2020/09/GlobalData-multichannel-retail-September152020-.pdf
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Sources: Financial Times, 8/11/20; McKinsey, 8/7/20

COVID is turning most categories into majority-online by consumer activity 

Consumer's Use of Online Channel before and Expected Use after COVID-19
% of respondents purchasing online*

Question 1: Before the coronavirus (COVID-19) situation started, what proportion of your purchases in this category were online vs from a physical store/in person?
Question 2: Once the coronavirus (COVID-19) situation has subsided, tell us what proportion of your purchases in this category you think will be online vs from a physical store/in person?
* Includes respondents who chose “some online,” “most online,” and “all online.” Respondents who indicated that they have not bought the category online and do not intend to do so in 
the next two weeks are classified as not purchasing online.

Source: McKinsey & Company COVID-19 US Consumer Pulse Survey 7/30—8/2/2020, n - 2,024, sampled and weighted to match the US general population 18+ years

https://www.ft.com/content/e2767010-0121-4198-9ed3-c3f2750803cc
https://www.mckinsey.com/business-functions/marketing-and-sales/our-insights/survey-us-consumer-sentiment-during-the-coronavirus-crisis


U.S. Retail E-commerce Sales Share by Category
% of total retail sales

COVID also is accelerating dollar-volume shifts from physical to digital stores…

11
Source: eMarketer, 7/22/20

https://content-na2.emarketer.com/us-ecommerce-by-category-2020


12
Source: BCG, 7/1/20

… far beyond projections

E-Commerce Sales as Share of Total Market Sales (%)

Source: Forrester Analytics; BCG analysis

https://www.bcg.com/publications/2020/can-delivery-companies-keep-up-with-the-ecommerce-boom
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Source: TechCrunch, 7/6/20

Digital grocery sales have grown 500% since 2019, with shopping frequency doubling

June Scorecard: Online Grocery Delivery & Pickup
Total U.S. — Past 30-day activity*

https://techcrunch.com/2020/07/06/u-s-online-grocery-shopping-hits-record-7-2-billion-in-june/


14
Source: Business Insider, 8/1/20

The percentage of digital grocery shoppers will more than double from 2019-24

U.S. Online Grocery Penetration Forecast

Note: Penetration is defined as percent of consumers who have ever purchased groceries online for delivery or pickup. The moderate case considers if the pandemic subsides 
during Q3 2020, while the severe case looks at if concerns persist until there is a vaccine in 2021 or 2022. 

Source: Business Insider Intelligence estimates, Business Insider Intelligence “Coronavirus Consumer Study,” Coresight Research, Bain & Company, Brick Meets Click

Methodology: Business Insider Intelligence considered third party data and the April 2020 Business Insider Intelligence “Coronavirus Consumer Study” to determine this forecast. 
The survey polled 1,199 US adults ages 18+ online on March 31, 2020. The sample resembles the US population (based on census data) on the criteria of age, gender, income, and 
living area.

https://www.businessinsider.com/walmart-instacart-rival-amazon-with-same-day-delivery-2020-8


Increased demand is boosting the value of leading CPG brands…

15
Source: MarketWatch, 11/2/20;  IRI, 8/7/20

Stock Market Value: Last 6 Months (11/2/20)

Since COVID’s emergence, the CPG industry demand index is up 10% YoY; typical industry growth is 2-3%

Procter & Gamble Co. Colgate-Palmolive Co.

Mondelez International Inc. CI A Unilever PLC ADR

https://www.iriworldwide.com/IRI/media/Library/U-S-CPG-Growth-Leaders-TL_aug20.pdf
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…But digital media democratize the scale and competitiveness of smaller brands

16
Source: Brian Wieser, Group M; Facebook Earnings Call 10/29/20

200
# of advertisers 

supplying 88% of U.S. 
network television 

revenue

million
# of individual 
advertisers on 

Facebook

10



Smaller brands have been outgrowing large brands in physical stores

17
Source: McKinsey, 7/30/20

1 Leading brands defined as the top 3 brands by TTM 04/2016 Sales by sub-category (e.g. whiskey, hair care), small / medium business brands as remaining brands apart from Private Label.
2 Includes food/grocery, drug, mass merchandisers, Walmart, club stores, and dollar stores. Years referred to 12 months, ending in April of that year (e.g. 2016 = 12 months from 05/2015 to 

04/2016).

Source: Nielsen

Sales Growth across U.S. Nielsen-Covered Stationary Channels by Type of Brand (2016 –20)
% of total

https://www.mckinsey.com/industries/consumer-packaged-goods/our-insights/what-got-us-here-wont-get-us-there-a-new-model-for-the-consumer-goods-industry


When consumers go digital, disruptor brands benefit most…

18
Source: Inc; CBNC, 3/20/19; Common Thread, 3/16/20

Distribution of Cosmetic Retail Sales by Channel in the U.S.

https://www.inc.com/emily-canal/glossier-makeup-skincare-emily-weiss-unicorn-valuation.html
https://www.cnbc.com/2019/03/20/how-emily-weiss-took-glossier-from-beauty-blog-to-1-billion-brand.html
https://commonthreadco.com/blogs/coachs-corner/cosmetics-marketing-industry-trends


…When consumers go digital, disruptor brands benefit most…

19
Source: Inc; CBNC, 3/20/19; Common Thread, 3/16/20

With offline beauty product 
sales declining 1%+ YoY and 
online sales growing ~5%, 
Glossier doubled its revenue 
to $100M and added over 1 
million new customers

https://www.inc.com/emily-canal/glossier-makeup-skincare-emily-weiss-unicorn-valuation.html
https://www.cnbc.com/2019/03/20/how-emily-weiss-took-glossier-from-beauty-blog-to-1-billion-brand.html
https://commonthreadco.com/blogs/coachs-corner/cosmetics-marketing-industry-trends
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Source: Pet Food Processing, 4/8/20; NY Post, 2/16/20; Pet Product New, 3/2/20; Pet Food Industry, 7/2/20; IBIS World, 9/28/20; Tinuiti, 8/7/20

…When consumers go digital, disruptor brands benefit most…

Brick-and-mortar pet food 
sales were flat in 2019; 
online sales were up 53%.
Chewy’s net sales grew 40% 
to $4.85B, and 46% in Q1 
2020

https://www.petfoodprocessing.net/articles/13746-chewy-full-year-sales-climb-40
https://nypost.com/2020/02/16/sales-for-refrigerated-dog-food-makers-soar/
https://www.petproductnews.com/archives/dog-and-cat-food-sales-dominate-2019-industry-spending-figures/article_083d26ca-71e1-5471-8812-20520ee63c36.html
https://www.petfoodindustry.com/articles/9372-by-2024-e-commerce-pet-product-sales-may-be-top-channel?v=preview
https://www.ibisworld.com/united-states/market-research-reports/online-pet-food-supply-sales-industry/
https://tinuiti.com/blog/ecommerce/pet-food-industry-trends/


…When consumers go digital, disruptor brands benefit most…

21
Source: Wayfair, 2/28/20; Furniture Today, 5/18/20; Factor-A;  Business Insider, 7/24/20; Forbes, 10/18/20; Source: Bed Times, 6/9/20; Furniture Today, 8/7/19; Emarketer, 7/22/20

2019 consumer home 
goods spend was up 
3%; Wayfair’s total net 
revenue was up 35% 
to $9 billion, 6x Crate 
& Barrel

https://investor.wayfair.com/news/news-details/2020/Wayfair-Announces-Fourth-Quarter-and-Full-Year-2019-Results/default.aspx
https://www.furnituretoday.com/research-and-analysis/u-s-furniture-key-sources-post-6-growth/
https://www.factor-a.com/furniture-on-amazon/
https://www.businessinsider.com/outer-ceo-dtc-company-explosive-web-traffic-sales-pandemic-2020-7
https://www.forbes.com/sites/pamdanziger/2020/10/18/how-interior-define-got-closer-to-its-customers-increasing-average-order-value-by-40/
https://bedtimesmagazine.com/2020/06/ispa-releases-2019-mattress-industry-trends-report/
https://www.furnituretoday.com/e-commerce/online-mattress-sales-grab-21-share-of-bedding-distribution-pie/
https://content-na2.emarketer.com/us-ecommerce-by-category-2020
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Source: Stitch Fix; CNBC, 6/23/20; Fast Company, 9/25/19; Digital Commerce 360, 8/4/20; Digital Commerce, 8/25/20;      

…When consumers go digital, disruptor brands benefit most…

With 100% of apparel 
sector growth 
occurring in digital 
channels, Poshmark
doubled revenue in 
2019 to $2 billion

https://investors.stitchfix.com/news-releases/news-release-details/stitch-fix-announces-fourth-quarter-and-full-fiscal-year-2019
https://www.cnbc.com/2020/06/23/thredup-resale-market-expected-to-be-valued-at-64-billion-in-5-years.html
https://www.fastcompany.com/90409133/poshmark-doubles-its-revenues-from-1b-to-2b-in-a-year
https://www.digitalcommerce360.com/article/online-apparel-sales-us/
https://www.digitalcommerce360.com/2020/08/25/ecommerce-during-coronavirus-pandemic-in-charts/


First-wave disruptors are pushing their brands into new segments

Source: Retail Dive, 4/29/20; Sources: Retail Dive, 7/20/20; Media Post, 7/1/20
23

https://www.retaildive.com/news/allbirds-steps-into-performance-footwear-market/577004/
https://www.retaildive.com/news/crisis-management-why-madison-reed-launched-a-new-product-in-a-pandemic/581345/
https://www.mediapost.com/publications/article/353239/madison-reeds-launch-skirts-mens-hair-hang-ups.html


Sources: PRNewswire; Marketing Dive; Digiday, 9/9/20; Digital Marketing Industry News, 6/9/20

Big brands are playing catch-up, and amping up direct consumer sales

24

https://www.prnewswire.com/news-releases/pepsico-launches-new-direct-to-consumer-offerings-to-deliver-food--beverage-products-and-meet-increased-demand-amid-pandemic-301056539.html
https://www.marketingdive.com/news/colgate-targets-millennials-with-launch-of-dtc-smart-toothbrush/583861/
https://digiday.com/media/retailers-are-media-owners-in-their-own-right-why-e-commerce-is-driving-more-of-unilevers-media-spend/
https://insights.digitalmediasolutions.com/news/rise-in-dtc
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Source: Marketing Dive

Nike is shifting increasingly from wholesale to O&O and DTC

https://www.marketingdive.com/news/report-nike-shutting-down-9-wholesale-accounts-in-shift-to-dtc/584118/


Source: Food Business News, 2/24/20; Source: Medium, 1/16/20 

Brands increasingly are data companies that make products – not vice versa

2626

https://www.foodbusinessnews.net/articles/15481-pepsico-getting-closer-to-the-consumer-with-data-analytics?v=preview
https://marker.medium.com/starbucks-isnt-a-coffee-company-its-a-data-technology-business-ddd9b397d83e


2. Bricks Support Clicks

27



One Big Takeaway

168 years of store-centered discovery are ending. 
Bricks now augment clicks – as distribution hubs, 
BOPIS centers, and brand-entertainment venues.



29

BOPIS has surged 259% since the pandemic began

Source: McKinsey, May 2020; Retail Dive, 9/18/20 ;  Emarketer, May 2020

Online BOPIS Orders, 2019 vs. 2020 (U.S.)

Source: Adobe Analytics

BOPIS = Buy Online, 
Pick Up in Store

https://www.mckinsey.com/~/media/McKinsey/Industries/Retail/Our%20Insights/Adapting%20to%20the%20next%20normal%20in%20retail%20The%20customer%20experience%20imperative/Adapting-to-the-next-normal-in-retail-the-customer-experience-imperative-v3.pdf
https://www.retaildive.com/news/googles-new-search-features-let-shoppers-see-curbside-in-store-pickup-off/585494/
https://forecasts-na2.emarketer.com/5df80ef0d5924101a08b78a5/5df80db59610370b18a15f25


Top 500 retailers offering “curbside pickup” grew 500% since December

30
Source: Digital Commerce 360, 8/25/20

Curbside Pickup Growth
% of Top 500* retailers with stores offering curbside pickup

* Data based on the 245 retailers in Digital Commerce 360's Top 500 North American retailers as of August 2020.

Source: Digital Commerce 360

December 2019 August 2020

6.9% 43.7%

https://www.digitalcommerce360.com/2020/08/25/ecommerce-during-coronavirus-pandemic-in-charts/
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More than 2/3 of consumers will continue to click-and-collect after COVID

Source: GlobalData/Amazon, 9/15/20

Future Habits
Compared to before the pandemic, which of the following will you do more of once things 

have returned to normal? (%)

Collect online orders from inside 
a store

Collect online orders from 
curbside / outside a store

Return an item bought online to
a store

59.6% 68.2% 49.7%

http://gdretail.net/wp-content/uploads/2020/09/GlobalData-multichannel-retail-September152020-.pdf


U.S. monthly e-commerce shipments increased 38% YoY during COVID

32
Sources: Bloomberg, 7/30/20; Digital Commerce 360, 7/31/20  

Monthly E-Commerce Shipments Level off Starting in May, 
but Are Still Growing Year-over-Year

U.S. package volume in millions

https://www.bloomberg.com/press-releases/2020-07-31/covid-19-impacts-courier-express-and-parcel-market-will-accelerate-at-a-cagr-of-over-6-through-2020-2024-availability-of
https://www.digitalcommerce360.com/2020/07/31/ecommerce-shipment-volume-surges-while-on-time-deliveries-plummet/


After USPS, Amazon is the current leader in the U.S. delivery race, with more share 
than FedEx and UPS combined

33
Source: PYMNTS, 8/13/20

Share of July 2020 U.S. Package Deliveries

https://www.pymnts.com/news/delivery/2020/amazon-vaults-ahead-in-delivery-race/
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Source: Tech Crunch, 8/20/20; Tech Crunch, 6/25/20; Supply Chain Dive, 5/11/20; Source: Progressive Grocer, 8/11/20

Target’s same-day delivery grew 278% YoY

https://techcrunch.com/2020/08/20/target-grocery-pickup-service-expands-nationwide/
https://techcrunch.com/2020/06/25/target-is-rolling-out-fresh-grocery-pickup-nationwide-starting-with-the-midwest/
https://www.supplychaindive.com/news/target-acquire-deliv-technology-shipt/577652/
https://progressivegrocer.com/kroger-ship-competing-amazon-walmart


Amazon transformed same-day delivery to multi-hour delivery 

35
Source: Supply Chain Dive, 3/3/20

https://www.supplychaindive.com/news/Amazon-prime-same-day-delivery-mini-fulfillment-centers/573379/
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Sources: Business Insider, 8/1/20; Supply Chain Dive, 5/1/20

Walmart, Instacart, and Amazon set the new standard: 2-hour delivery

https://www.businessinsider.com/walmart-instacart-rival-amazon-with-same-day-delivery-2020-8
https://www.supplychaindive.com/news/walmart-2-hour-delivery-last-mile/577183/


Amazon, UPS, and Alphabet-owned Wing now have FAA drone-delivery approval

37
Sources: CNBC, 8/31/20; Target, 3/3/20

https://www.cnbc.com/2020/08/31/amazon-prime-now-drone-delivery-fleet-gets-faa-approval.html
https://corporate.target.com/press/releases/2020/03/target-outlines-2020-strategic-initiatives
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Top retailers have doubled their omnichannel offerings in 2020 

Source: GlobalData/Amazon, 9/15/20

Digital/Multichannel Growth Rates of Selected Retailers
% growth Q2 2020 vs. Q2 2019

http://gdretail.net/wp-content/uploads/2020/09/GlobalData-multichannel-retail-September152020-.pdf
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Sources: Supply Chain Dive; CNBC; Fast Company; Source: Retail Touchpoints, 5/2/20

Best Buy and BB&B are converting ~25% of stores into shipping hubs & fulfillment centers

https://www.supplychaindive.com/news/mall-department-store-fulfillment-center-warehouse-amazon/583652/
https://www.cnbc.com/2020/08/25/best-buy-experiments-with-stores-as-it-bets-on-online-shopping-shift.html
https://www.fastcompany.com/90546258/amazons-new-nyc-whole-foods-market-is-basically-an-amazon-warehouse
https://retailtouchpoints.com/topics/fulfillment-last-mile/why-contactless-fulfillment-popularity-could-last-well-beyond-covid-19
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Source: S&P Global, 7/9/20

Brick-and-mortar stores now enhance the digital experience, not vice versa

https://www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/nike-levels-up-digital-game-in-wake-of-coronavirus-hit-59265634


41

“As part of Gap Inc.’s strategy 
to adapt to the changing 
needs of the customer and 
growth of our online 
business, we are looking 
thoughtfully at our real 
estate to support the best 
path forward.”

- Gap Inc., August 19, 2020

Even “showcase stores” are being shuttered, as investment shifts to digital offerings

Sources: Retail Dive, 9/8/20; 8/20/20 

https://www.retaildive.com/news/whats-in-a-flagship/584366/
https://www.retaildive.com/news/gap-san-francisco-flagship-to-close-permanently/583869/
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Source: Marketing Dive, 10/1/20

Walmart rolling out merged digital-physical shopping to 1,000 stores by the end of its 
next fiscal year

https://www.marketingdive.com/news/walmart-to-revamp-1k-stores-with-mobile-app-in-mind/586246/


43
Source: Retail Dive, 7/15/20

Walmart, CVS, Amazon expand contactless options for in-store shopping

https://www.retaildive.com/news/amazons-dash-cart-offers-another-version-of-checkout-free-technology/581600/


3. Retail Reimagined



One Big Takeaway

The medium is the store: Livestreams, AR, 
showrooming, social selling “experiences” are proving 
more effective than physical stores, becoming brands’ 
new competitive arena.
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Source: McKinsey 5/14/20

Recessions reward customer experience innovators

Financial Performance (Total Shareholder Returns) of CX Leaders vs Laggards1

1 Comparison of total shareholder returns for publicly traded companies ranking in the top 10 of Forrester's CX performance index from 2007–09.

Source: Forrester Customer Experience Performance Index (2007–09)

3x
Higher returns 
from CX leaders 
vs laggards

https://www.mckinsey.com/industries/retail/our-insights/adapting-to-the-next-normal-in-retail-the-customer-experience-imperative


After the COVID recession, the rewarded innovators will be mobile-centric

47Source: eMarketer

Retail E-commerce Sales in the U.S., by Device

https://forecasts-na1.emarketer.com/584b26021403070290f93a2d/5851918a0626310a2c186ac0


IAB Proprietary Research 48Source: The Motley Fool, 7/15/20; Source: NY Times, 6/29/20

Nike made its “Training Club” app free, while Lululemon spent $500mm on Mirror

https://www.fool.com/investing/2020/07/15/nike-moves-to-make-the-nike-training-club-app-free.aspx
https://www.nytimes.com/2020/06/29/business/lululemon-buys-mirror.html
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Retailers will grow their AR investments globally by ~300% to $4.6b by 2025 

49
Source: Valuates Reports, April 2020

Augmented Reality in Retail Market

https://reports.valuates.com/market-reports/QYRE-Othe-2Z282/ar-in-retail
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Mobile AR ad revenue is forecast to nearly triple in 2020, grow 6x more by 2024

Source: ARtillry, July 2020
50

Mobil AR Ad Revenue
Mobile AR campaign spending, by source*

* Doesn't include platforms endemic to China
* Doesn't include non-advertising marketing spend such as self-distributed brand apps and experiences
** Includes Instagram, Messenger and all Facebook properties that distribute AR lenses

https://artillry.co/artillry-intelligence/ar-advertising-deep-dive-part-ii-case-studies/
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Shopify found that AR 3D models increased conversion rates 250%

Source: Dezeen, 6/5/20; Source: PSFK, 8/13/20; Source: Tech Crunch, 8/25/20

https://www.dezeen.com/2020/06/05/hanifa-pink-label-congo-fashion-collection-3d-models/
https://www.psfk.com/2020/08/sony-envision-tv-ar-app.html
https://techcrunch.com/2020/08/25/amazon-rolls-out-a-new-ar-shopping-feature-for-viewing-multiple-items-at-once/


Livestreaming: The new television advertising?

Source: Digital Commerce 360, 9/16/20
52

With livestream
audiences exceeding 
6 million per event, 
global livestream-
generated sales are 
expected to double in 
2020, to $120 billion.

https://www.digitalcommerce360.com/2020/09/16/livestreams-are-the-future-of-shopping-in-the-us/


QVC and HSN fast-tracked their transition to livestreams…

Sources: Marketing Dive, 7/9/20; NY Times, 3/27/20 
53

https://www.marketingdive.com/news/how-covid-19-boosted-qvc-hsn-and-livestreaming/581400/
https://www.nytimes.com/2020/03/27/style/qvc-essential-retail-coronavirus.html


…Amazon brought influencers onto Amazon Live…

Sources: Marketing Dive, 7/9/20; NY Times, 3/27/20 
54

https://www.marketingdive.com/news/how-covid-19-boosted-qvc-hsn-and-livestreaming/581400/
https://www.nytimes.com/2020/03/27/style/qvc-essential-retail-coronavirus.html


…General Mills hosted livestreams to promote the return of iconic brands

Source: Marketing Dive, 9/22/20
55

https://www.marketingdive.com/news/general-mills-reboots-80s-cereal-flavors-with-livestreamed-event/585634/


TikTok, Snap are blending livestreams with shoppable ad formats

Sources: Mobile Marketer, 8/24/20; 9/1/20 ; Source: Mobile Marketer, 6/24/20
56

https://www.mobilemarketer.com/news/tiktok-unveils-first-shoppable-livestream-with-ntwrk/583992/
https://www.mobilemarketer.com/news/teespring-lets-tiktok-creators-sell-merch-directly-to-fans/584461/
https://www.mobilemarketer.com/news/snapchats-1st-shoppable-show-will-sell-streetwear/580404/


NBCU, Disney’s Hulu, YouTube among major media cos rolling out shoppable ads

Source: AdAge, 4/23/20; Source: Mobile Marketer, 6/23/20; Source: Mobile Marketer, 6/22/20
57

https://adage.com/article/media/nbcuniversal-introduces-checkout-functionality-shoppable-ads/2251531
https://www.mobilemarketer.com/news/hulu-unveils-direct-response-ad-format-for-second-screen-experiences/580347/
https://www.mobilemarketer.com/news/google-unveils-shoppable-video-ads-for-youtube/580221/
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Performance-based shoppable video ads are expected to increase 21% YoY

Source: IAB, 6/23/20

Video Ad Formats Usage
3-year trend

58

Q210: Which of the following video ad formats has your (company/client) in the [ASSIGNED MARKET SECTOR] market sector used in campaigns in 2018 and 2019? 
Which does your (company/client) plan to use in 2020?

Base: Total Respondents

40%
33%

25%

Shoppable video ads

+21%

2018 2019 2020
(est.)

Shoppable video ads

https://www.iab.com/insights/iab-us-2020-digital-video-advertising-spend-report/


Source: Retail Dive, 4/30/20
59

Tech is enabling social commerce, e.g. L'Oréal on Snap’s desktop app…

https://www.retaildive.com/news/loreal-rolls-out-first-beauty-ar-lenses-on-snaps-desktop-app/577096/


… and Hormel’s multichannel, community-driving pizza party

Source: Marketing Dive, 9/21/20
60

https://www.marketingdive.com/news/hormels-record-setting-virtual-pizza-party-woos-fans-benefits-frontline-w/585581/


61
Source: Forbes, 7/29/20

Live digital consultations drove increased sell-through for Parachute & Bobbi Brown

https://www.forbes.com/sites/denisepower/2020/07/29/covid-has-direct-to-consumer-brands-pumping-resources-into-expanded-services-digital-channels/
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Source: Adweek, 6/23/20; GM Authority, 6/1/20

With Cadillac Live’s success, GM is rolling out showrooming across the company

https://www.adweek.com/digital/auto-brands-online-sales-home-delivery-ecommerce-pandemic/
https://gmauthority.com/blog/2020/06/general-motors-to-roll-out-enhanced-shop-click-drive-program/


Digital engagement scales immensely: Signet à 20mm consumers in 3 months

63
Source: HFN, 3/25/20, Source: Signet Jewelers, 6/9/20

https://www.hfndigital.com/retail/west-elm-adds-new-virtual-design-services-amid-covid-19-pandemic/
https://www.signetjewelers.com/investors/news-releases/news-release-details/2020/Signet-Jewelers-Reimagines-The-Digital-Jewelry-Shopping-Experience-As-Stores-Begin-To-Safely-Reopen/default.aspx


Retailers and brands are becoming media owners & operators to scale even more

Sources: Marketing Dive, 9/21/20; Forbes, 7/7/20; Source: Marketing Dive, 8/7/20
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https://www.marketingdive.com/news/oracle-walmart-deal-for-tiktok-tentatively-approved-paving-way-for-digita/585590/
https://www.forbes.com/sites/forbestechcouncil/2020/07/07/what-the-rise-of-tiktok-says-about-generation-z/
https://www.marketingdive.com/news/tiktok-makes-first-push-into-streaming-with-fire-tv-app/583144/


4. The Disruption-Friendly 
Supply Chain
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One Big Takeaway

Rapid advances in supply chain management and 3rd

party logistics are aiding disruptors and eroding big 
brands’ scale advantages.
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Source: CNBC, 9/15/20; Source: Marketing Week, 8/28/20

Big brands are reducing SKU production to cut costs, creating small brand openings

Kraft Heinz is eliminating 
1,100 products (20% of 
lines) by end-2020 in 
order to increase supply 
chain efficiency and focus 
on “working brands” like 
Oscar Mayer.

https://www.cnbc.com/2020/09/15/kraft-heinz-looks-to-balance-renovation-and-innovation-in-portfolio.html
https://www.marketingweek.com/coca-cola-restructures-marketing-drive-growth/
https://www.cnbc.com/2020/09/15/kraft-heinz-looks-to-balance-renovation-and-innovation-in-portfolio.html
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Small batch manufacturing partnerships are helping disruptor brands fill the slots

68
Source: Glossy, 7/17/20

Low Minimum 
Quantity Orders
Our order quantities for your custom 
formula starts at 1,000 market-ready 
units. Starting manufacturing runs at 
1,000 units makes it easier for companies 
looking to get started in competitive 
industries can do so more confidently 
with lower investments in inventory.

https://www.glossy.co/beauty/why-small-batch-manufacturing-is-catching-on-in-beauty/
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Source: The New York Times, 3/18/20

Wiivv has seen 
personalized footwear 
orders double YoY since 
2014; its factory can 
scale up to a million pair, 
and accommodate 
partnerships with major 
brands

After years of hype (Levi’s “Original Spin”?) mass customization has gone mainstream

https://www.nytimes.com/2020/03/18/business/customization-personalized-products.html


70
Source: CNBC, 7/9/20; Supply Chain Digest, 7/7/20; Source: CB Insights ”Supply Chain & Logistics Tech Trends to Watch”, 2020 ; Supply Chain Dive, 6/18/20

U.S. warehouse demand is at record levels; flexible warehousing solutions are 
filling the gap

U.S. Warehouse Space Under Construction

Source: CBRE Econometric Advisors, Q1 2019.

https://www.cnbc.com/2020/07/09/us-may-need-another-1-billion-square-feet-of-warehouse-space-by-2025.html
http://www.scdigest.com/ontarget/20-07-07_trends_in_warehousing_state_of_logistics_report.php?cid=16973
https://www.cbinsights.com/reports/CB-Insights_Supply-Chain-Trends-2020.pdf
https://www.supplychaindive.com/news/warehousing-e-commerce-prologis-report/580075/
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Sources: CB Insights ”Supply Chain & Logistics Tech Trends to Watch”, 2020; Freight Waves, 6/2/20

“Digital freight matching” emerges to help SMBs connect to shippers and carriers

https://www.cbinsights.com/reports/CB-Insights_Supply-Chain-Trends-2020.pdf
https://www.freightwaves.com/news/alibaba-com-launches-north-american-freight-matching-platform
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Sources: Allied Market Research, 7/22/20; Freight Waves, 8/19/20; Sources: 24/7 Customs Brokers News, 9/29/20; The Insights Partners, July 2020

Global outsourced logistics – 3PLs & 4PLs – CAGR will grow 4-7% through 2027

https://www.prnewswire.com/news-releases/third-party-logistics-3pl-market-to-reach-1-789-94-bn-globally-by-2027-at-7-1-cagr-allied-market-research-301097691.html
https://www.freightwaves.com/news/us-3pl-industry-to-post-revenue-drop-in-2020-armstrong-predicts
http://247customsbroker.com/index.php/2020/09/28/why-large-companies-are-increasingly-opting-for-4pl-ahead-of-3pl/
https://www.theinsightpartners.com/reports/fourth-party-logistics-market
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“End-to-End Visibility Platforms” are a COVID-era product 

Source: CB Insights ”Supply Chain & Logistics Tech Trends to Watch”, 2020

End-to-End Supply Chain Visibility Platforms
mentions in earnings calls

Source: ALL

https://www.cbinsights.com/reports/CB-Insights_Supply-Chain-Trends-2020.pdf
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Sources: Logistics Management, 7/14/20

Supply Chain tech collaborations enable real-time visibility, insight, and expansion

https://www.logisticsmgmt.com/article/c.h._robinson_and_microsoft_partner_up_for_real_time_supply_chain_visibilit/3pl


Supply chain visibility can increase sales conversions 9%, UPS & Google have found
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Source: Supply Chain Dive, 8/28/20

https://www.supplychaindive.com/news/ware2go-google-free-ecommerce-shipping/584346/


5. The Primacy of 1st Party Data
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One Big Takeaway

Government privacy regulations and browser/OS data 
restrictions are driving 60% of marketers to stress-invest 
in 1st party data.



Sources: DataReportal, July 2020; ITU, 2019

More than 346 million new internet users came online in the last year

78

Global numbers of individuals using the internet, 
and % of global population, 2001–2020*

Note: * Estimate

Sources: ITU World Telecommunication / ICT Indicators database & DataReportal

https://datareportal.com/global-digital-overview
https://www.itu.int/en/ITU-D/Statistics/Pages/stat/default.aspx
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Source: IDC, 5/8/20

The volume of data created will more than triple over the next 4 years 

Worldwide Global DataSphere by Segment

https://www.idc.com/getdoc.jsp?containerId=prUS46286020


IoT devices will account for half of all the data generated by 2023 
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Source: Cisco, 3/9/20

Note: M2M = IoT

Global Device and Connection Growth

https://www.cisco.com/c/en/us/solutions/collateral/executive-perspectives/annual-internet-report/white-paper-c11-741490.html


Marketer investments have favored 3rd party data solutions…

81
Source: IAB, 7/22/20

YoY Change in Expenditures 2017-2019

https://www.iab.com/blog/state-of-data-2020-trends/


…Until now: Increased use of 1P data is the highest post-cookie priority for brands
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Source: IAB, 7/22/20

Increase spending/emphasis on use of
first-party data

Increase interest in third-party identity 
resolution solutions

Increase efforts to build second-party data 
relationships

Increase focus on developing custom/in-
house identity resolution solutions

Engage with third-party industry groups to 
build identity resolution solutions

Increase spending/emphasis on contextual 
advertising

Increase testing/investment in new solutions

“Google and other major browser developers have discontinued support for 
third-party audience cookies (or announced plans to do so). How do you 

expect this change will affect your use of data?”

https://www.iab.com/blog/state-of-data-2020-trends/


Source: WNIP, May 2020; Source: Harvard Business School Digital Initiative, 4/18/20

1P data is the cornerstone of Nestlé’s move to an “audience-based strategy”
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https://whatsnewinpublishing.com/the-future-of-media-is-actually-the-future-of-audiences/
https://digital.hbs.edu/platform-digit/submission/nike-just-do-it-with-data-science-and-demand-sensing/


Source: Totem, 9/4/20
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1P data-modeling prompted Stitch Fix to offer one-off purchases for non-subscribers

https://www.talktototem.com/dtc-insights/dtc-brands-response-to-covid


Publishers like Meredith & NYT are offering 1P datasets for ad activation and strategy

85
Source: Digiday, 7/17/20

https://digiday.com/media/the-time-is-right-inside-the-new-york-times-first-party-data-play/
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Sources: Blueconic, 9/25/20; Fortune Business Insights, June 2020

CDPs are another solution: Demand will triple by 2027 as brands try to unlock 1P data 

North America Customer Data Platform Market Size, 2016-2027 (USD Million)

www.fortunebusinessinsights.com

https://www.blueconic.com/blog/first-party-data/
https://www.fortunebusinessinsights.com/industry-reports/customer-data-platform-market-100633


All 3 major marketing clouds have released CDPs in the last 12 months

87
Source: AdExchanger, 9/23/20
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https://www.adexchanger.com/data-exchanges/salesforces-cdp-will-be-ready-for-prime-time-in-october/


AB InBev’s CDP shows how consumers engage with its 500+ brands

Source: AdExchanger, 4/22/20
8888

https://www.adexchanger.com/data-exchanges/ab-inbev-crafts-its-data-management-strategy-with-help-from-arm-treasure-data/
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Although the potential of 1P data remains unrealized by brands

Source: BCG, 9/10/20

Most Brands Have Not Achieved Full Digital Marketing Maturity

Source: BCG Digital Marketing Maturity Study, May 2020.

Note: The benchmark is continually expanding. The percentages above reflect data from 585 companies all over the world.

https://www.bcg.com/en-us/publications/2020/digital-marketers-race-to-meet-the-needs-of-growing-online-agendas


“Differential privacy” may offer addressability with unidentifiable 3rd party data

90
Source: AdExchanger, 7/21/20

https://www.adexchanger.com/platforms/nielsen-hatches-new-methodology-for-cookieless-future/
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Source: The Trade Desk, 8/19/20; Neustar, 7/29/20; Merkle, 2/11/20; Acxiom, 1/23/20; LiveRamp, 5/30/19
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The unified ID: Solution… or chaos?

The Trade Desk: Unified ID 2.0 Neustar: Fabrick Merkle: Merkury

LiveRamp: Authenticated Traffic SolutionAcxiom: Real Identity

https://www.thetradedesk.com/blog/identity-2020-the-future-of-addressable-digital-advertising
https://www.home.neustar/about-us/news-room/press-releases/2020/neustar-launches-fabrick-to-improve-omnichannel-media-and-measurement-effectiveness-in-the-post-cookie-world
https://www.merkleinc.com/news-and-events/press-releases/2020/merkle-strengthens-position-identity-technology-leader-launch
https://www.acxiom.com/news/acxiom-announces-new-global-identity-solutions-portfolio-to-help-marketers-improve-experiences-everywhere/
https://liveramp.com/blog/launching-authenticated-traffic-solution-for-publishers/


6. The Whole World Is Streaming

92



One Big Takeaway

With connected TV viewing up 35% during COVID, ad 
inventory is becoming more affordable, heightening 
competition between large and small brands.
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6 of top 10 consumer quarantine activities are media-related…

94
Source: GlobalWebIndex, July 2020

Top 10 Things Consumers Say They’ve Been Doing at Home Because of COVID

https://www.globalwebindex.com/hubfs/1.%20Coronavirus%20Research%20PDFs/GWI%20coronavirus%20findings%20July%202020%20-%20Multi-Market%20Research%20(Release%2011).pdf
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… and consumers intend to continue high streaming video and audio consumption

95

Increased media consumption is largely video-based

Source: GlobalWebIndex, July 2020

% Who Say They’ve Been Doing at Home Because of COVID, And Plan to 
Continue Doing So After the Outbreak

https://www.globalwebindex.com/hubfs/1.%20Coronavirus%20Research%20PDFs/GWI%20coronavirus%20findings%20July%202020%20-%20Multi-Market%20Research%20(Release%2011).pdf
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Total digital-media time spent is up 16% YoY while traditional is nearly all down

Source: Nielsen, 8/13/20
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Average Time Spent per Adult 18+ per Day 
Based on Total U.S. Population

Note: Some amount of simultaneous usage may occur across devices. Internet Connected Device is inclusive of Smart TV app usage. 
Measurement enhancements to the mobile panel in the past year contributed to increases in usage levels beyond pure organic growth.

https://www.nielsen.com/us/en/insights/report/2020/the-nielsen-total-audience-report-august-2020/
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2019 2020 2019 2020

Digital video 
consumption will 
increase 7% from 
2020 to 2022.

TV consumption 
will decrease 11% 
in the same time 
period.

3:42 3:30 3:49 3:36 3:24

1:30 1:42
2:01 2:06 2:10

2018 2019 2020 2021 2022

TV* Digital Video**

5:13 5:11
5:51 5:42 5:35
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Sources: eMarketer, 4/29/20; NBCU, 9/24/20

*Includes live, DVR and other prerecorded video (such as video downloaded from the internet but saved locally)

**Includes viewing via desktop/laptop computers, mobile (smartphones and tablets) and other connected devices (game consoles, connected TVs and OTT devices)

Digital video continues to take share from linear TV

TV vs. Digital Video: Average Time Spent in the U.S. 2018-2022 
Hours:mins per day among population

TV* Digital Video**

https://content-na1.emarketer.com/us-time-spent-with-media-2020
https://together.nbcuni.com/news/one-audience-trends/
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Source: eMarketer, April 2020

Digital video growth is being driven by CTV – up 35% because of COVID

Digital Video: Average Time Spent in the U.S. 2018-2022
Hours:mins per day among population

https://forecasts-na1.emarketer.com/584b26021403070290f93a5e/5851918b0626310a2c186b33
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Source: Nielsen, 8/23/20
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Weekly streaming video minutes climbed 74% YoY in Q2 2020, to 25% of U.S. TV usage

% of Streaming Out of Total Usage of TV
Among Streaming Capable Homes

25%

Q2 2020, P2+

https://www.nielsen.com/us/en/insights/report/2020/the-nielsen-total-audience-report-august-2020/
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Source: Comscore, 6/23/20
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Quarantines begins

Video streaming on OTT/CTV devices has increased 16% during COVID

Average Daily Streaming Household and Hours by Week
(Custom Weekly Data)

https://www.comscore.com/Insights/Presentations-and-Whitepapers/2020/State-of-OTT
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Source: eMarketer, 9/1/20; August 2020
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Cord-cutting will increase 27% YoY in 2020 for a total of 31.2M U.S. HHs

U.S. Cord-Cutter Households, 2019-2024
millions, % change and % of households

Note: pay TV households are those with a subscription to traditional pay TV services; excludes IPTV and pure-play online video services (e.g. Hulu, Netflix, YouTube, Sling TV, etc.); 
non-pay-TV households are those that have cancelled their subscription or have never had a traditional pay TV services

Source: eMarketer, Sep 2020

https://chart-na1.emarketer.com/239059/us-cord-cutter-households-2019-2024-millions-change-of-households
https://forecasts-na1.emarketer.com/584b26021403070290f93a70/5851918a0626310a2c186a93
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During COVID, streaming/on-demand listening overtook radio

Source: Edison, 7/21/20
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Digital Device Listening Crosses the 50% Threshold 
During COVID-19 Disruptions

https://www.edisonresearch.com/digital-device-listening-crosses-the-50-threshold-during-covid-19-disruptions/
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On-demand audio streaming is up 16% YoY through July 2020

Source: Nielsen, July 2020

2019 2020 2019 2020
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Audio Type
Total 2020

Year to Date (thru July)
(% vs. year ago)

Total Audio Activity +9.4%

On-Demand Audio Streaming +16.2%

Total Album Sales -18.1%

Physical Albums -20.3%

Digital Album -14.3%

Digital Song Sales -23.3%

https://static.billboard.com/files/2020/07/NielsenMID-YEAR-2020-us-1594300786.pdf
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Podcast downloads grew 52% YoY

104

Increased media consumption is largely video-based

Source: Podtrac, 9/21/20

U.S. Weekly Downloads: All Podtrac Measured Shows
52-week growth (%)

http://analytics.podtrac.com/blog


Sources: Spotify, 6/18/20; Marketing Dive, 8/7/20
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Leading streaming audio players double down on Podcast production stacks

https://newsroom.spotify.com/2020-06-18/warner-bros-is-bringing-the-dc-super-heroes-and-super-villains-to-spotify-as-an-exclusive-series-of-podcasts/
https://www.marketingdive.com/news/tiktok-makes-first-push-into-streaming-with-fire-tv-app/583144/
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Source: eMarketer, 5/12/20

U.S. adults will spend on average 82 minutes a day on social media, +~7 minutes YoY

Social Networks: Average Time Spent by U.S. Adult Social Network Users, 2015-2022
minutes per day, Nov 2019 vs. April 2020

Note: ages 18+ who use social networks at least once a per month; time spent with each medium includes all time spent with that medium, regardless of multitasking or device

Source: eMarketing, May 2020

https://www.emarketer.com/newsroom/index.php/social-networks-see-boosts-in-engagement-among-us-users-but-not-equally/
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= Live streaming TV Provider

Source: Variety, 7/8/20
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Increasing SVOD & TV costs adding to consumer financial strain…

Cable / Satellite & Live Streaming TV providers

PROVIDER CHANNELS MONTHLY PRICE
AT&T TV NOW 125+ $55–$135/mo.

AT&T DIRECTV 155–330+ $59.99–$134.99

DISH 190–290+ $59.99–$94.99

Verizon Fios TV 125–425+ $50–$90

Spectrum TV 125–200+ $44.99–$89.99

Xfinity TV 140–200+ $70.99–$89.49

fuboTV 160+ $54.99–$84.99/mo.

Cox TV 75–140+ $25–$69.99

YouTube TV 85+ $64.99/mo.

Hulu + Live TV 65+ $54.99/mo.

Sling TV 50+ $30–$45/mo.

https://variety.com/2020/streaming/news/fast-free-ad-supported-streaming-tv-1234690024/
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Source: Lendedu, 3/3/20

Dollars Spent on Fortnight In-Game Purchases
by Average Spender

… with further pressure on SVOD prices coming from young male gamers

https://lendedu.com/blog/finances-of-fortnite-part-two/
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Source: Nielsen, 9/9/20

Twitch added 1 billion+ monthly viewing hours during prime COVID period 

Monthly Worldwide Hours Watched on Twitch

Source: SuperData

https://www.nielsen.com/us/en/insights/article/2020/fortnite-is-the-new-irl-why-brands-must-plan-for-a-rise-in-virtual-gatherings/


E-sports is now a competitive advertising medium

Source: Marketing Dive, 6/15/20

After experiencing a 75% increase in 
their gaming audience early in 
2020, Verizon signed a three-year deal
to serve as the official 5G and network 
services provider of e-sports’ Legends 
Championship Series, gaining a large 
reach opportunity to showcase new 
5G technology

110

https://www.marketingdive.com/news/verizon-inks-3-year-pact-with-league-of-legends-esports-league/579811/
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Only digital channels can expect net gains in FY2020 ad spend

111

n=135

Q: Please share your expected % increase/decrease or (0) for no change for 2020 (Jan-Dec) vs. 2019 (Jan-Dec) by CHANNEL for your primary brand.

Digital Display +15%

Social Media +25% 

Source: IAB, 9/2/20

Est. % Change in FY 2020 Ad Spend vs. 2019

https://www.iab.com/insights/covid-ad-spend-impact-2020-2021-light-at-the-end-of-the-tunnel/
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CTV is expected to drive resiliency for digital video ad spend in 2020…

Source: IAB, 6/23/20

= % Change in Video Dollar Spend 2019 – Est. 2020

112

Q10: Keeping in mind your video spend in the [ASSIGNED MARKET SECTOR], to the best of your knowledge for each media type what exactly was your (company’s/client’s) spend in 
2018 and 2019? What do you anticipate spending in 2020? Base: Total Respondents Who Spent on Video Types (Variable Base)

Average Spend per Advertiser– 3 Year Trend (in millions)

https://www.iab.com/insights/iab-us-2020-digital-video-advertising-spend-report/
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Source: Variety, 7/8/20
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Pluto TV added 12 million 
additional viewers in 
2019-Q1 2020

Xumo added 4.5 million 
additional viewers from 
Apr 2019-Feb 2020

The growth of the FAST 
space has attracted big 
media companies; 
Comcast launched 
Peacock in Q2 2020

Free Ad-Supported Streaming Television (FAST) will likely draw ad dollars

FAST Providers

https://variety.com/2020/streaming/news/fast-free-ad-supported-streaming-tv-1234690024/


Source: Forethought Normality Index, June 2020 

Staggered re-entry plans & consumer behaviors are localizing ad spend and creative

Top Drivers
• Confidence in the economy

• Ability to shop for necessary items

• Ability to make future plans

• Ability to go about routine OOH
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(100% = Normal / pre-pandemic)

58%
(62%)

Mountain

60%
(62%)

Southwest

57%
(59%)

Southeast

59%
(55%)

Northeast
66%

(63%)
Midwest

49%
(58%)

California

https://forethought.com.au/wp-content/uploads/2020/06/Forethought-USA-Normality-Index-Week-11.pdf
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Sources: NY Times, 7/28/20; AdExchanger, 7/14/20

COVID driving further localization of marketing strategies

https://www.nytimes.com/2020/07/28/business/media/coronavirus-pandemic-advertising-industry.html
https://www.adexchanger.com/advertiser/covid-19-whiplash-how-brand-strategies-are-shifting-again-as-cases-rise/
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“The consumer psyche 
and what they wanted 
to hear and needed to 
hear from brands 
would just change 
week to week”

— Chris Brandt, Chipotle CMO

Sources: NY Times, 7/28/20; tensionmap.com
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Digital tools like “Tension Map” offer brands real-time guidance on geo-messaging

COVID Tension Map • Why Tension Works

https://www.nytimes.com/2020/07/28/business/media/coronavirus-pandemic-advertising-industry.html
https://tensionmap.com/
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About Us

The Interactive Advertising Bureau empowers the media and marketing industries to thrive in the digital 
economy. Its membership is comprised of more than 650 leading media companies, brands, and the 
technology firms responsible for selling, delivering, and optimizing digital ad marketing campaigns. The trade 
group fields critical research on interactive advertising, while also educating brands, agencies, and the wider 
business community on the importance of digital marketing. In affiliation with the IAB Tech Lab, IAB develops 
technical standards and solutions. IAB is committed to professional development and elevating the 
knowledge, skills, expertise, and diversity of the workforce across the industry. Through the work of its public 
policy office in Washington, D.C., the trade association advocates for its members and promotes the value of 
the interactive advertising industry to legislators and policymakers. Founded in 1996, IAB is headquartered in 
New York City.
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About Our Sponsors
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eBay Ads is a trusted partner to some of the world’s biggest 
brands and sellers. Our innovative and transparent 
approach to data helps our partners understand their 
audience best. Leveraging more than 100 million user 
journeys every month, we humanize data at scale and 
create connections between our partners and our 
community.

Twitter: @eBayAds | LinkedIn: eBay Ads

Google's mission is to organize the world's information and 
make it universally accessible and useful. Through products 
and platforms like Search, YouTube, Maps, Gmail, Android, 
Google Play and Chrome, Google plays a meaningful role in 
the daily lives of billions of people. Google is a subsidiary of 
Alphabet Inc.

TikTok is the leading destination for short-form mobile video. 
Our mission is to inspire and enrich people’s lives by offering a 
home for creative expression and an experience that is 
genuine, joyful, and positive. TikTok has global offices 
including Los Angeles, New York, London, Paris, Berlin, Dubai, 
Mumbai, Singapore, Jakarta, Seoul, and Tokyo.
www.tiktok.com

Founded in 2004, Facebook’s mission is to give people the 
power to build community and bring the world closer 
together. People use Facebook’s apps and technologies to 
connect with friends and family, find communities and grow 
businesses.

https://twitter.com/eBayAds
https://www.linkedin.com/company/ebayads
http://www.tiktok.com/
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Anshuman Pandey  
Kantar, TBC

The COVID-19 pandemic has accelerated double-digit  
eCommerce growth globally, with new consumer behaviours  
emerging. Some 50% of consumers are less inclined to 
shop in person this holiday season, for example, but 40% 
are more willing to shop online. These shifts to a ‘new 
normal’ require brands to alter their strategies.

Increasingly, consumers – especially centennials who now 
account for 40% of global consumers 1 – use social media and 
community forums to browse and buy brands. Globally, 58% 2  
of centennials prefer to research this way before purchasing a 
brand. But retailers and traditional search engines still play an 
essential role in this phase – in the US, 50% of shoppers discover 
their brands on Google, and 63% visit Amazon or Walmart.
com for initial product research 3.

Given the lockdown measures, we project that online-to-offline  
(O2O) business in China will grow by 64% year-on-year (in 2021?)  
with grocery O2O growing at 155% 4. And with consumers spending 
more time online browsing through social media and video apps, 
new eCommerce business models involving live-streaming and the  
integration of social media and eCommerce (social eCommerce)  
have grown rapidly. Both behemoths of eCommerce – Alibaba 
and Amazon – have launched live-streaming, through Taobao 
Live and Amazon Live respectively, within their eCommerce 
ecosystems to answer consumers’ initial product research pain 
point. In September 2020, China’s live eCommerce viewers 
numbered 309 million. 

Smaller brands and those targeting the youth market use content 
platforms (e.g. Facebook, Tiktok, Red) and social networks not 
only to accurately target their consumers and post interesting 
content, but also to convert them into buyers through either their 
store (Diesel’s SIDE: BIZ) or an integrated eCommerce engine 
(Perfect Diary in China). These trends have impacted how brands 
plan their media investments. While overall media spend has 
decreased in major markets during the pandemic, the advertising 

spend on digital has increased. Facebook and Amazon reported a 
13% and 42% increase respectively in YTD Q2 advertising revenue, 
and Tencent in China reported a 32% increase year-on-year in Q1.

What’s next?

Brands need to achieve an efficient omnichannel media presence 
to influence consumers across the funnel. They must go beyond 
upper-funnel activities and use data to activate consumers across 
the full funnel on social media. And they need to consider retail 
media’s importance in driving awareness and consideration.  
These new market dynamics will make it possible for small 
insurgent brands, like Perfect Diary, to grow and capture  
share from the incumbents. 

To counter this, incumbents need to be more agile and utilise 
community-powered platforms like Facebook Shop and WeChat  
social eCommerce in conjunction with influencers during ‘selling’  
promotion periods. Brands also need to reimagine direct-to-
consumer with an omnichannel strategy to provide the right 
consumer experience.

Succeeding in these initiatives requires a consumer-focused 
holistic activation strategy and content testing. Kantar’s 
eCommerce advisory team helps clients develop digital 
and omnichannel strategies, and our Marketplace Context 
Lab provides tools for testing the effectiveness of different 
shopvertising formats in various contexts.

1 Retail IQ- Community commerce is now key to online execution 
2  Global monitor 
3  State of eCommerce Landscape 2021
4  Kantar China O2O Whitepaper 

Kantar’s eCommerce advisory team helps clients develop 
digital and omnichannel strategies.

Our Context Lab on Kantar Marketplace provides tools for 
testing the effectiveness of different shopvertising formats  
in various contexts.
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FOREWORD

This year has been a year like no other. Our lives have undergone great change, with 
a decade’s worth of innovation happening in just a few short months. An increasing 
reliance on digital media, both for the industry and consumers, is here to stay.

As we enter 2021, the media world finds itself at a significant turning point – politically, 
economically, technologically and socially. We’re committed to guiding you with the 
data and insights you need to manage the impacts of COVID-19 and to navigate  
the future.

What comes next? It’s never easy to predict, and especially so this year. Our Media 
Trends and Predictions 2021 aim to support you in what is a relative uncertain future. 
They support us too, guiding us in the development of the services we offer our clients, 
the narratives we can deploy and in how we can help bring the industry together.

Our mission, to understand people and inspire growth, has never been more relevant. 
Our Media Trends & Predictions 2021 can help you build richer connections with your 
audience, your consumers and your clients, to drive business growth through 2021  
and beyond.

Serge Lupas 
Global CEO, Media Division, Kantar
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EDITORIAL

Since we published last year’s report, there have been many dramatic shifts and 
changes in the media landscape. In shortlisting this set of 10 lively trends and 
predictions for 2021, we focus on the macro areas that help our clients answer  
their business questions, and show how Kantar can help.

In our Media Trends and Predictions 2021, we show that three main themes are 
emerging in the media sphere: media pivot, where industry changes are forcing 
a change of direction or approach; media performance, where the increased 
challenges of measurement and effectiveness are addressed; and media people, 
where we focus on audience and data.

We’re sure that many of you will be pleased to see the clock strike 12 as we say 
farewell to 2020 – and with it, the terms ‘extraordinary’, ‘unprecedented’, ‘new 
normal’, etc. As ‘stay-at-home’ measures ease, some consumer media habits will 
return, as we’ve already seen – but in many other aspects, the digital transformation  
of our industry will continue to accelerate in 2021. 

Jane Ostler John McCarthy
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Our insights can help your brand manage the effects  
of COVID-19 and prepare for the future 

COVID-19 Barometer is the leading syndicated study 
showing how the pandemic is influencing consumer 
behaviour, attitudes and expectations 

1 Kantar COVID-19 Barometer wave 3 (9–20 April 2020) – core study of 18 markets

Life has changed beyond recognition for most consumers  
in 2020, and brands and organisations need to understand  
which changes are here for the long haul and the impact 
on their media investments. In times of change, how 
long-term can their media strategy and planning be?  
Will these changes stick or twist?

Changes in media consumption during lockdown were inevitable: 
being asked to stay at home had a major impact on the type of 
media we could access and the amount of time we had to do so. 

Kantar’s COVID-19 Barometer showed a similar pattern across  
30 markets: as the pandemic progressed in each country, we saw  
claimed media consumption grow across all in-home channels.  
In April alone we saw internet browsing increasing by 64%, 
online video by 54% and higher social media engagement up 
by 56% 1. Meanwhile, consumers were increasingly concerned 
about their future and worrying about the economy; 77% had 
felt, or expected to feel, an impact on their income. 

Not surprisingly, this lack of consumer confidence has impacted  
advertising investments, with brands deferring campaigns or 
spending less. Our advertising spend currency reported a 35% 
decline in ad revenue for April and May in the US compared with  
2019. While some categories invested heavily in more advertising,  
the travel sector was down by 80% in Q2 as quarantine measures  
enforced less appetite for travel.

Despite the challenges, media owners have partnered with 
agencies and brands to deliver flexibility and agility. In the 
UK, two major broadcasters have adapted the way they work 
with advertisers to offer more flexibility and encourage greater 
TV spend: Channel 4 has permanently moved to a four-week 
deadline and lifted all late-booking fees, and ITV announced  
a similar move until the end of 2020.

What’s next?

WPP’s BrandZ has shown the value of organisations continuing 
to invest in their brands during challenging times. But Kantar’s 
Media Reactions study among global marketers shows that 
the pandemic is likely to have a lasting impact on ad spend 
patterns: marketers plan to invest more in digital as we move 
into 2021, for instance.

But while it’s unlikely the pandemic situation will change quickly,  
consumer behaviours are starting to return to the ‘old normal’ 
as we emerge from ‘stay-at-home’ restrictions. 

The ‘stick or twist’ will vary by audience, media and category – 
and we’re likely to see ups and downs over time.

Can we help?

More than ever, brands and organisations are going need to 
understand what consumers are doing, thinking and planning 
now and how the rest of the market is responding. But crucially,  
they need to know how they can be ahead of the changes so 
they’re ready to be there when consumers start looking again! 

The industry needs to be nimble, agile and real-time – ready 
to ‘twist’ when the market demands it. Research and data 
from Kantar is readily available to answer this.

Frances Sheardown 
Kantar

https://www.kantar.com/inspiration/coronavirus/
https://www.kantar.com/inspiration/coronavirus/
https://www.kantar.com/campaigns/covid-19-barometer
https://www.kantar.com/campaigns/covid-19-barometer
https://www.kantar.com/campaigns/covid-19-barometer
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Our Entertainment On Demand service tracks the 
subscription customer journey across music and video 

1 Kantar DIMENSION 2020 
2, 3 Kantar Entertainment on Demand 

2020 has seen numerous new entrants to the subscription 
video-on-demand (SVOD) space, driven by the allure of 
regular, reliable income that these business models are 
designed to bring. However, consumers increasingly see 
SVOD platforms as interchangeable. The ‘boomerang 
consumer’ has emerged, and securing long-term loyalty 
will need to be a priority if the subscription business 
model is to be sustainable. 

With the SVOD space increasingly crowded, the streaming wars 
have entered a new level. Quibi is shutting down, while rapid 
growth brands like wellness outfit Peloton are incorporating 
VOD into their customer-centric health offerings. And premium  
video-on-demand purchase is a powerful monetisation tool, 
particularly during COVID-19 restrictions: Disney has skipped  
the big screen for blockbusters like Mulan and made it available 
to subscribers of its new Disney+ service for a substantial one-
off fee, helping it win over 60 million subscribers in its first year 
of operation. Many of these developments are essentially trials, 
but early positive consumer reaction means they’re likely to stay.

Some 74% of SVOD subscribers mainly watch new series 1. But 
with content now available across multiple platforms, and a 
finite amount consumers are willing and able to spend, they 
increasingly need to make a choice: increase their number of 
paid subscriptions, switch from one platform to another, or  
dip in and out. 

In the US, which has seen the largest increase in SVOD services, 
we’ve observed a sizeable upturn in the number of consumers 
making a direct switch between platforms, rising from 5% (Q4 
2019) to 12% (Q3 2020). Equally, the number of boomerang 
subscribers dipping in and out of the SVOD market has increased  
from 9% (Q4 2019) to 14% (Q3 2020)2.

What’s next?

With the boomerang-subscriber trend set to increase, the role 
of the content aggregator will take centre stage. Already the 
partnerships of Sky-Netflix and Disney+-O2 in the UK – with the 
benefit that consumers don’t need to subscribe individually to 
multiple services – have been key to new customer acquisition. 
With more platform launches, like Paramount+, to come, content  
spread thinner and a global recession in progress, this trend will 
accelerate in 2021. 

Partner commitments from subscribers must be carefully judged,  
as these often mean fewer options to chop and change; nothing  
drives down advocacy faster than a consumer’s needs being 
unmet and no easy exit. 

This is no longer a winner-takes-all market, and collaboration 
will be essential for long-term success. In the UK, bundle deals 
already account for 18% of all new subscriptions in Q3 2020 3 – 
a significant and growing proportion of new SVOD sign-ups.

Can we help?

Our new Entertainment On Demand service helps the 
entertainment industry and investors understand the different 
stages of the subscription customer journey that lead to long-
term commitment, high engagement and positive advocacy, 
as well as measuring the overall dynamics and success of 
the individual services in the SVOD industry. The service is 
available in the US and UK, with rollout plans for Germany, 
France, Spain and Japan in 2021. 

We drive client success in new customer acquisition and retention  
using highly-customisable audiences through Kantar Audience  
Activation, creating a tangible link with the insights from our 
Entertainment On Demand service.

Dominic Sunnebo 
Kantar

https://www.kantar.com/campaigns/entertainment-on-demand
https://www.kantar.com/campaigns/entertainment-on-demand
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Anshuman Pandey  
Kantar

Our eCommerce consultants identify the triggers, barriers 
and solutions that drive digital commerce growth  

Quickly optimise the context of your digital ads with  
Context Lab on Kantar Marketplace 

1,2,3 Kantar Retail IQ
4 Kantar State of eCommerce Landscape 2021
5 Kantar China O2O, April 2020

The COVID-19 pandemic has accelerated double-digit  
eCommerce growth globally, with new consumer behaviours  
emerging. Some 50% of consumers are less inclined to 
shop in person this holiday season, for example, but 40% 
are more willing to shop online 1. These shifts require 
brands to alter their strategies.

Increasingly, consumers – especially centennials who now account  
for 40% of global consumers 2 – use social media and community  
forums to browse and buy brands. Globally, 58% 3 of centennials  
prefer to research this way before purchasing a brand. But 
retailers and traditional search engines still play an essential 
role in this phase – in the US, 50% of shoppers discover their 
brands on Google, and 63% visit Amazon or Walmart.com  
for initial product research 4.

Given the lockdown measures, we project that online-to-offline  
(O2O) business in China will grow by 64% by the end of the  
year, with grocery O2O growing at 155% 5. And with consumers  
spending more time online, browsing through social media 
and video apps, new eCommerce business models involving 
live-streaming and the integration of social media and 
eCommerce (social eCommerce) have grown rapidly. Both 
behemoths of eCommerce – Alibaba and Amazon – have 
launched live-streaming, through Taobao Live and Amazon 
Live respectively, within their eCommerce ecosystems to help 
consumers with product research. In September 2020, China’s 
live eCommerce viewers numbered 309 million. 

Smaller brands and those targeting the youth market use 
content platforms (e.g. Facebook, TikTok, Red) and social 
networks not only to accurately target their consumers and 
post interesting content, but also to convert them into buyers 
through either their store (Diesel’s SIDE:BIZ) or an integrated 
eCommerce engine (Perfect Diary in China). These trends have 
impacted how brands plan their media investments. While 
overall media spend has decreased in major markets during the 

pandemic, the advertising spend on digital has increased. 
Facebook and Amazon reported a 13% and 41% increase 
respectively in YTD Q2 advertising revenue, and Tencent in China 
reported a 32% increase year-on-year in Q1.

What’s next?

Brands need to achieve an efficient omnichannel media presence  
to influence consumers across the funnel. They must go beyond 
upper-funnel activities and use data to activate consumers 
across the full funnel on social media. And they need to consider  
retail media’s importance in driving awareness and consideration.  
These new market dynamics will make it possible for small 
insurgent brands, like Perfect Diary, to grow and capture share 
from the incumbents. 

To counter this, incumbents need to be more agile and utilise 
community-powered platforms like Facebook Shop and WeChat  
social eCommerce in conjunction with influencers during 
promotion periods. Brands also need to reimagine direct-to-
consumer with an omnichannel strategy to provide the right 
consumer experience.

Can we help?

Succeeding in these initiatives requires a consumer-focused 
holistic activation strategy and content testing. Kantar’s 
eCommerce advisory team helps clients develop digital 
and omnichannel strategies, and Context Lab on Kantar 
Marketplace provides tools for testing the effectiveness  
of different shopvertising formats in various contexts.

https://www.kantar.com/expertise/consumer-shopper-retail/ecommerce/
https://www.kantar.com/expertise/consumer-shopper-retail/ecommerce/
https://www.kantar.com/marketplace/solutions/media-planning-and-effectiveness/digital-media-optimisation
https://www.kantar.com/marketplace/solutions/media-planning-and-effectiveness/digital-media-optimisation
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1 BARB
2 BARB  Week 13 – 17 (23/03/20 – 26/04/20)
 3 Kantar TVOV measurement, Norway

Cross Media Audience Measurement provides data  
on people’s viewing habits and consumption behaviours,  
across platforms and devices 

Media companies need to reach, engage and keep their 
audiences in a fast-changing market as the gaps in 
understanding the total audience continue to grow. 
Investment in how people are consuming content is no 
longer enough; it’s crucial to understand the audience 
behind the screen too. How can you effectively target 
your audience and yield full returns on your investments 
if you don’t know who it is you’re reaching?

Media companies continue to diversify and expand their 
platforms as linear TV viewing fragments to other forms. While 
broadcasters have experienced record viewing levels this year –  
with a 19% peak uplift for UK linear TV in April compared with  
2019 1  – they’re also expanding video-on-demand (VOD) 
offers to ensure audiences can access their premium content 
whenever, wherever and on whatever screen they want. 

These broadcaster VOD services have accounted for a 
disproportionate part of total reported viewing growth during 
lockdown compared with linear. The UK online share of total 
time spent for 20–49-year-olds increased from 4% to 7%  
during April 2020 2. The audience is always in the driving seat.

TV has always aided togetherness, but households spending 
more time together during ‘stay-at-home’ measures meant 
more watching TV together, delivering an uplift in all TV and 
video viewing. In Norway, linear co-viewing increased from 
50% to 54%, and broadcaster player co-viewing from 57% to 
68%. Netflix enjoyed a 10% uplift in home co-viewing on a TV 
set to 56% during lockdown, while YouTube co-viewing on a TV 
set increased from 32% to 36% 3. 

Increased competition is intensifying the battle for audience 
share. Some 25% of Norwegians aged 20–49 watched content 
on broadcaster players Netflix and YouTube across an average 
week in May. Although this reduced to 21% in September, it’s 
still a significant proportion watching content on all three 
services. With continued competition in the subscriber VOD 

space (see page 8) and significant audience overlap across all 
VOD services, the challenge for media owners trying to drive 
and keep audiences is real.

What’s next?

Although viewing trends have gradually returned to pre-lockdown  
levels, co-viewing is still prevalent, and we predict the audience 
overlaps between streaming platforms will grow. 

Media trading currencies must reflect the reality and totality 
of audience behaviour. Content providers and platforms must 
work together in response to changing audience behaviour to 
ensure media planning and buying is based on the totality of 
the audience. This is ever more pressing as media companies 
like Disney move their streaming business to the heart of their 
growth strategy.

Measurement across all screens and platforms must be taken 
seriously to understand viewer migrations. With increased 
competition for viewers’ limited time and wallets, all content 
providers and platform owners will find richer value in a total 
view of their audience. 

Can we help?

We are increasingly transforming Kantar’s TV audience 
measurement services into holistic cross-platform Total 
Video solutions, and continue to collaborate with all industry 
stakeholders to provide a deeper understanding of the 
audience behind the screen.

Hanne Teigum 
Kantar

https://www.kantar.com/expertise/advertising-media-pr/audience-measurement/tv-and-video-audience-measurement
https://www.kantar.com/expertise/advertising-media-pr/audience-measurement/tv-and-video-audience-measurement
https://www.kantar.com/expertise/advertising-media-pr/audience-measurement/tv-and-video-audience-measurement
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1  BrandZ Top 100 Most Valuable Global Brands 2020
2 Kantar TGI (2020)
3 Kantar COVID-19 Barometer wave 3 (9–20 April 2020) – core study of 18 markets
4 Kantar TGI Global Quick View (25 markets) 
5 Kantar Media Reactions 2020

Our Reputation Intelligence platform provides key insights 
on brands’ social media impact and a powerful database to 
identify and engage with their influencers  

Our sustainable transformation practice works with 
organisations in order to meaningfully define and  
powerfully activate sustainability strategy 

The political-media agenda is driving media action. 
Wishing to differentiate themselves in a saturated media 
environment, brands increasingly share their opinions and 
engage in the public policy arena. The opportunities to 
succeed or fail are real, and while passion for a cause may be 
strong, if brands are all talk and no action, their credibility 
will be in question. Actions speak louder than words.

In these extraordinary times, brand purpose has never been 
more important. Our latest BrandZ study finds that acting 
responsibly is the single largest influence on a brand’s 
reputation (49%1). Brands see activism as a way of connecting 
meaningfully with consumers, who take an increasingly activist 
stance when deciding what to buy – a trend accelerated by the 
coronavirus pandemic. Some 43% 2 of French consumers like to 
buy from brands engaged in social and environmental issues, 
compared with 27.5% a decade ago, while 63% 3 of global 
consumers  prefer products and services that offer ways to 
offset their environmental impact.

Social media’s role in brand activism is clear. With 78% of 
consumers using consumer-generated media as a source 
of news and information 4, it provides a unique space where 
consumers can become informed and engaged and express 
their views in a radical way.

Brands, too, have become more radical, working with 
recognised influencers aligned to their cause. But it can be 
risky and alienate consumers. The raison d’être of brands like 
Patagonia, Veja and The Beauty Counter is intrinsic, whereas 
campaigns from other companies might be perceived as 
opportunistic or insincere. 

Some companies do stand out in their ability to give consumers 
real-world proof of responsible action though. Decathlon’s 
snorkelling masks were transformed into makeshift hospital 
respirators during the early part of the pandemic, and after 
years of debating changes to its controversial Aunt Jemima 

brand, Quaker Oats and parent company PepsiCo initiated an 
extensive rebranding process in the wake of Black Lives Matter.

What’s next?

As advertiser boycotts such as #StopHateForProfit have shown, a 
far closer alignment between what brands claim and the channel 
mix chosen is increasingly important. Brands should consider 
how social platforms with critical mass can support your brand 
activism agenda, using influencers who align with your values.

In 2021, the shift from talk to action will move up a gear 
and this applies to brands as well as media owners; 41% of 
marketers believe that many online platforms don’t balance 
the right to free speech with a need to protect the safety of  
its users and advertisers 5. 

Can we help?

Brands and organisations must apply campaigns consistently 
with media and influencers that fit their values, supported 
by actions that show brand activism is happening. Context, 
determining the optimum fit of each part of your media mix 
with your corporate values, will bolster a brand’s action agenda.

François Nicolon 
Kantar

https://www.kantar.com/expertise/advertising-media-pr/earned-media-and-reputation-tracking
https://www.kantar.com/expertise/advertising-media-pr/earned-media-and-reputation-tracking
https://www.kantar.com/expertise/advertising-media-pr/earned-media-and-reputation-tracking
https://www.kantar.com/expertise/sustainability
https://www.kantar.com/expertise/sustainability
https://www.kantar.com/expertise/sustainability
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1 Kantar The Seven Pillars of Communications Transformation, September 2020 (UK)
2 Kantar DIMENSION 2020 study – The Trust Gap
3 Kantar Media Reactions 2020
4 Kantar Media Connect database 2016-2019 

Get fast and timely insights about your brand and 
campaigns with continuous measurement from our  
brand guidance systems 

Our real-time Reputation Intelligence platform enables  
you to manage, monitor and analyse your earned media 
across all channels with timely and trusted data 

The industry is focused on offerings revolving around 
social media and building relationships with a wider 
set of influencers. While only 2% of our UK PR and 
communications clients feel they engage with a fully 
diverse set of influencers, they expect this to increase 
eight-fold in 2021 1. But with a clear trust gap among 
consumers, trusting the news and information they see in 
print (+25%) far more than that on social media (-16%)2,  
is this the right approach?

Even with the distrust of social media, our CrossMedia studies 
show it can be the most cost-effective medium for advertising. 
It offers creative opportunities to disseminate and amplify paid 
and earned messaging – particularly prevalent during lockdown 
measures as brands responded quickly to new ways of reaching 
consumers. As sponsored events were put on pause in many 
markets, DHL, for example, moved its investment in the F1 
championship to its virtual racing events, watched by  
3.2 million across different social platforms.

This year’s increase in social ad spend will continue. Story 
formats, for example, enjoyed a 29% investment increase  
this year, with expectations to nearly double in 2021 3 . 

But with 75% 4 of consumer touchpoints coming from outside 
the paid media sphere, social media alone won’t build a 
relationship with your audience. Campaigns are strongest  
when they reach across multiple channels in a believable  
and consistent manner.

Social platforms blur internal silos, and brands are driving 
effectiveness across disciplines and channels. They can also 
drive brand understanding. Brewdog, for example, acquired a 
new reputation for responsibility after using its distillation plant 
to produce and donate half a million bottles of hand sanitiser 
during the UK lockdown; the positive media reaction corelated 
closely with brand searches, suggesting a direct consumer 
behavioural response to the strategy. 

What’s next?

Emerging digital platforms will gain more importance within 
holistic communication strategies and overall media planning, 
as brands embrace more authentic and direct ways to engage 
with consumers. Influencers will be seen as a long-term strategic 
opportunity, rather than just a short-term tactic (see page 16). 

Brands and organisations must consider the impact of an 
integrated, connected view across all channels and forms and 
overcome internal silos to harness their communications and 
digital skills. This will enable them to be more dynamic in their 
media planning, and open-minded about the paid-owned-earned  
ecosystem and how channels, content and disciplines can create  
something that’s bigger than its parts.

Can we help?

Clients increasingly use our brand guidance systems for 
continuous brand and campaign measurement. Our Connect 
module can direct you towards the paid, earned and owned 
touchpoints that work best for your brand, while Context Lab 
will help you choose the right context for your advertising and 
ensure you’re delivering brand impact. 

We work with brands and organisations to master their earned  
media activity. Monitoring over a million news sources every 
day, clients can plan, target, distribute, monitor and analyse 
reputation activities to gain a clear understanding of their 
media profile and the impact of their communications 
activities across all media channels.

Anna Salter 
Kantar

https://www.kantar.com/expertise/brand-growth/brand-performance-tracking-and-equity
https://www.kantar.com/expertise/brand-growth/brand-performance-tracking-and-equity
https://www.kantar.com/expertise/brand-growth/brand-performance-tracking-and-equity
https://www.kantar.com/expertise/advertising-media-pr/earned-media-and-reputation-tracking
https://www.kantar.com/expertise/advertising-media-pr/earned-media-and-reputation-tracking
https://www.kantar.com/expertise/advertising-media-pr/earned-media-and-reputation-tracking


CREATIVE CONTEXT TAKES CENTRE STAGE
Differentiation in your media mix

Media Performance



19

1 Kantar Media Reactions 2020

Our global media effectiveness experts help you navigate 
media decisions and optimise investment with validated 
solutions and extensive databases 

With media consumption habits shifting dramatically 
and many media budgets shrinking due to COVID-19, 
where should advertisers place their ads to maximise 
effectiveness? Realising anew that where their ad appears 
is just as important as what it says, advertisers and 
agencies are swamped with choice and conflicting and 
contradictory evidence about which placements work 
best. How can marketers design the right media mix and 
optimise content across those contexts?

The media landscape has never been so volatile, nor required 
more agility. Context is more important than ever as media 
spend shifts rapidly across channels, largely in line with media 
consumption trends (see page 6). Within smaller budgets, 
digital media channels are winners in relative terms with almost 
all online media formats seeing increased shares of investment 
thanks to bigger online audiences. TV is a notable misnomer. 
Even as TV media consumption increased during COVID-19 1 
‘stay-at-home’ measures, advertising spend reduced, although 
we expect it to bounce back in 2021.

This volatility has left advertisers less confident in their overall media 
mix (now only 49% confident, down from 56% in 2019). But it’s not 
dampening enthusiasm for change, with many marketers (53%) 
now ‘more willing to try something new’. Some 96% believe the 
pandemic will have long-term strategic implications: primarily an 
increased focus on campaign effectiveness and more investment  
in digital media for greater agility. 

The latest developments in digital contexts should appeal to 
advertisers, with TikTok, Instagram and Snapchat being popular 
advertising environments for consumers, and delivering 
exceptional brand-building performance. The competitive 
threat of TikTok has been acknowledged by Facebook 
(launching Instagram Reels) and Google (launching YouTube 
Shorts in India, where TikTok is banned). It remains to be seen 
whether influencers and users will prefer the latest challengers, 
or whether TikTok will continue its rapid rise.

What’s next?

In a quest for differentiation in increasingly cluttered media 
environments, advertisers and agencies will accelerate their 
adoption of the latest media channels and formats. Content 
creators will need to focus their efforts on the platforms that 
provide best value for them, rather than trying to customise 
content to every platform.

Online video will be the single biggest winner, and there will be  
continued growth in the higher-reach digital video environments  
like YouTube. Brands will seek to enliven their online video 
campaigns by incorporating relevant influencers and the 
interactivity and engagement of hashtag challenges. Meanwhile,  
the audio renaissance will continue with host-read podcast 
advertising alongside inventory on podcast networks.

Brands and their agencies must invest more time and effort  
in the careful adaptation of content across contexts. Increased 
emphasis on purpose across all channels will result in advertisers  
and agencies holding media partners to higher ethical standards  
than ever before. They will be seeking like-minded corporate 
partners as well as media environments that match their own 
brand-level aspirations.

Can we help?

Marketers looking to increase confidence in their media mix 
can use Kantar’s CrossMedia to measure holistic campaign 
performance. Brands can simulate different investment levels 
by channel and measure brand impact. 

To optimise advertising across digital contexts our Context Lab 
on Kantar Marketplace is now faster and easier than ever, with 
results in as little as 24 hours. Direct comparisons can be made 
between paid digital media and influencer content, measuring 
both creative performance and brand impact.

Duncan Southgate 
Kantar

https://www.kantar.com/expertise/advertising-media-pr/campaign-effectiveness-and-roi
https://www.kantar.com/expertise/advertising-media-pr/campaign-effectiveness-and-roi
https://www.kantar.com/expertise/advertising-media-pr/campaign-effectiveness-and-roi
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1 Kantar Cross industry view on the impact of COVID in China, February 2020
2 Kantar ROI database 2016-2020
3 Kantar Getting Media Right 2020
4 Kantar The Seven Pillars of Communications Transformation, September 2020 (UK)

Total Marketing ROI provides a comprehensive assessment 
of marketing ROI, measuring short and long-term impact of 
marketing on sales and brand equity 

Link AI is a fast, scalable machine-learning platform that 
provides reliable, actionable creative guidance in minutes 

2021 will be a year of recovery in so many ways – shrinking 
economic conditions, shifting buying behaviours and 
consumer needs and, most importantly, a radically new 
consumer mindset towards evaluating brands. Marketers 
have the challenging task of positioning their brands to 
appeal to new and constantly changing consumer needs 
and values, while managing smaller marketing budgets  
and new media usage habits.

In 2020, consumers went through waves of heightened anxiety 
and disruption due to COVID-19. In China this led to a 40%+ 
increase in purchases across hygiene, health, groceries and 
online entertainment services 1. The pandemic has accelerated 
consumers’ re-evaluation of the brands they buy, heightening 
their expectations in terms of social justice and environmental 
responsibility. Brands need to predict how best to align 
campaign messaging to signal trust and integrity while 
communicating brand values and building long-term equity.

Analytics infuse all aspects of media and communications: 
campaign messaging, creative optimisation and selection 
of media channels/platforms that will resonate most. Our 
analysis reveals that the levers that build short-term sales are 
quite different from those building core brand equity 2. Using 
analytics can ensure optimum balance between the two.

Brands and organisations also express greater need for analytics  
to guide an optimal mix of touchpoints and channels – going  
beyond paid media to include sponsorships, brand partnerships,  
influencer content, PR and owned brand assets: the very channels  
where consumers show greater receptivity towards advertising 3.

Despite increasing reliance on artificial intelligence for swifter 
creative quality assessment and guidance on audience targeting 
and frequency optimisation, industry experts feel this future  
focus will be accompanied by human-led intelligence in measuring  
communication impact and return on investment 4.

What’s next?
As media and marketing professionals adapt strategies to deliver 
results with smaller budgets, we predict significant growth in the 
media industry’s use of analytics to drive optimal investments. 
Ensuring your brand is top-of-mind in the short-term while 
strengthening core brand equity will be key to a balanced 
strategy, making trade-offs between levers to align with consumer 
receptivity. There will be a more central role for corporate 
sponsorships, experiential events and philanthropic efforts that 
generate earned media opportunities to reach consumers. 

Better creative will break through, engage and persuade 
consumers and drive greater ROI. Measurement that certifies 
and optimises content quality before airing will be important.

Strategic decision making will require more advanced analytic 
tools to guide brands’ investment priorities. Performance at 
market level will be increasingly based on ROI, opportunity areas 
and ring-fencing innovation priorities. Media and communication 
professionals will forecast demand, and plan innovation, product 
and retail channel strategies in a more holistic manner, integrating 
more consumer-centric behavioural trends. 

Can we help?
Human expertise, AI-powered analytics and technology 
converge to help predict consumer behaviour and optimise 
for growth. Our total marketing ROI solution offers holistic 
measurement to maximise value through balanced marketing 
investment in sales performance and brand-building levers. 
Kantar’s Link AI uses artificial intelligence to predict creative 
effectiveness from large volumes of ads in real time, thus 
enabling higher advertising profitability. Leveraging our trusted 
frameworks and unmatched human understanding, our 
experts help you translate insights into action and growth.

Satya Menon 
Kantar

https://www.kantar.com/expertise/analytics/advertising-media-and-communication-analytics/total-marketing-roi/
https://www.kantar.com/expertise/analytics/advertising-media-and-communication-analytics/total-marketing-roi/
https://www.kantar.com/expertise/analytics/advertising-media-and-communication-analytics/total-marketing-roi/
https://www.kantar.com/campaigns/link-ai
https://www.kantar.com/campaigns/link-ai
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We’re working to integrate 250 publishers into our  
platform to power our Brand Lift Insights digital  
campaign effectiveness offer 

Kantar Audiences enables clients to target audiences  
and create customised segments to integrate with their 
own first-party audience data 

1 Kantar Media Reactions 2020
2 Kantar DIMENSION 2020 – Delivering better advertising in an addressable world

It’s a truth universally acknowledged that the impending 
inability to track and target digital media via third-party 
cookies – which currently perform vital roles for advertisers 
and digital media owners – will disrupt the industry. As 
the demise of third-party cookies looms, due primarily 
to privacy and regulatory concerns, it’s clear that the 
impact on measuring ad effectiveness, and a reduction in 
granular targeting, is not yet fully understood. And there’s 
no simple alternative – a tough cookie, if you like.

While 2021 is the year that digital ad spend is forecast to become 
truly dominant globally, the digital ad world gets tougher to 
target and measure. Google’s Chrome browser will phase out 
cookies over the next 18 months or so, and Apple will only allow 
access to consented users’ IDFAs (Identity for Advertisers) from 
early 2021. This exacerbates uncertainty as to how exposure data 
can be derived to assess campaign effectiveness.

Recent Kantar research reveals a slightly greater concern than last 
year about the impact of a cookieless world, but most especially 
among media owners (publishers), where 64% are worried. Some 
48% of marketers worry their companies won’t be able to provide 
impactful performance without cookies. And yet, only 40% 
indicate their companies are preparing for this (although this is 
up from 35% in 2019) 1. Consumers are conflicted: while 54% like 
advertising tailored to them, 56% are concerned about privacy 2.

Amid this ostrich-like behaviour, various bodies including the 
Worldwide Web Consortium (W3C) and the IAB US have set up 
working groups to examine alternative anonymised identifiers, 
due in 2021.

What’s next?

In 2021, we predict a move into a new, hybrid world of ad 
effectiveness measurement; if not, advertisers will only have 
a partial view of their campaigns. Direct integrations with 
publishers can gather exposure data on permissioned panellists 

in an anonymised and privacy-compliant way where possible. 
But where publishers aren’t ready, validated probabilistic and 
analytics-based modelling at scale will fill in the gaps.

The major platforms will continue to offer digital effectiveness 
and targeting solutions based on their own siloed data, but this 
won’t answer advertisers’ more holistic campaign effectiveness 
questions. In this new paradigm of regulatory-led privacy 
initiatives, alternative measures like fingerprinting and plug-ins 
will only be effective in the short term.

Meanwhile, we’ll see smart alternatives to targeting that avoid 
cookies altogether: contextual targeting, time-based targeting, 
and using syndicated and custom audiences, for example.

Can we help?

Project Moonshot is Kantar’s new global direct integrations 
initiative, powering our Brand Lift Insights digital campaign 
effectiveness offer. We’re working closely with many major 
publishers, including Google, Roku, Pandora and Anzu, and 
aim to achieve direct integrations with more than 250 digital 
media platforms globally by the end of 2021. We can match ad 
exposure to panels in a consented and privacy-compliant way, 
and our fully validated analytics-based modelling will enable 
the most complete campaign-effectiveness picture possible. 

For advertisers wanting to take control of their own data strategy, 
we offer Kantar Audiences, enabling the targeting of syndicated 
audiences and the creation of custom segments, which can  
be used together with clients’ own first-party audience data.

Jane Ostler 
Kantar

https://www.kantar.com/expertise/advertising-media-pr/campaign-effectiveness-and-roi/digital-campaign-effectiveness/
https://www.kantar.com/expertise/advertising-media-pr/campaign-effectiveness-and-roi/digital-campaign-effectiveness/
https://www.kantar.com/expertise/advertising-media-pr/campaign-effectiveness-and-roi/digital-campaign-effectiveness/
https://www.kantar.com/uki/expertise/research-services/data-solutions/survey-based-activation-segments/
https://www.kantar.com/uki/expertise/research-services/data-solutions/survey-based-activation-segments/
https://www.kantar.com/uki/expertise/research-services/data-solutions/survey-based-activation-segments/
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We analyse over 232 million ads every month. Kantar 
Advertising Insights brings speed to actionable insights  
for everyone across the organisation  

TGI Audience Activation enables clients to target audiences  
and create customised segments to integrate with their own 
first-party audience data 

1 www.kantar.com/inspiration/COVID-19
2 Kantar Media Reactions 2020

How do you use data in your organisation? Who has 
access? And who could benefit from access? With speed 
and agility front of mind, how can we democratise data 
to inform decision making across the organisation?

Data’s role in guiding businesses through uncertainty has never 
been more important than this year of COVID-19. As lockdown 
measures took hold across the world, an area on our website 1 
dedicated to helping clients manage the effects of the crisis 
and prepare for the future had 250,000 views in the first two 
months alone, demonstrating the real hunger for data.

And it’s a trend that will only grow as media teams navigate 
the deluge of data, and the growing regulatory framework 
and permissions governing its use, to ultimately become more 
systematic about how it’s used and shared. As data grows  
as an aid to strategic decision making, clients need to think 
about quality, focus and access as the key components of  
a purposeful data strategy.

Earlier this year we launched Kantar Advertising Insights, 
designed to allow media organisations to analyse brand, 
competitor and industry advertising activity. Even before the 
pandemic, we saw a huge surge in the volume and breadth of 
users across any given organisation. A closer look at one small 
agency in New York illustrates how our data and applications 
can be used to collaborate, save time and develop winning 
media outcomes for clients. For this account alone, we’ve seen 
over 3,000 sessions from users in their media planning teams 
(strategist, social strategist, media director, supervisor, planner), 
insights teams (data and analytics director, data analyst) and 
big data practitioner teams (data scientist, senior developer). 

The trend towards democratising data is evident, but it’s 
not moving fast enough, especially as knowledge of digital 
performance management starts to percolate into the 
boardroom. With 51% of marketers 2 feeling they don’t have  
all the data they need to make decisions in their roles,  
we have a collective responsibility to accelerate.

What’s next?

As we look to 2021, democratising data further will take many  
forms. Media professionals need access to data that’s customised  
to the necessary functionality for decision making – and products  
need to respond to that need. It’s part of a wider drive to improve  
data access and analytics as providers look to invest in new  
approaches, such as custom surveys enhanced with behavioural  
data in an agile and automated way. 

But data alone is not the solution. It’s ultimately about turning 
data into actionable insights to avoid the paralysis of analysis 
where we keep going deeper to try to prove everything with  
the information we’ve got. Data platforms mustn’t only be  
customisable, they must be open source. As brands increasingly  
recognise the opportunities of media targeting and activation, 
our own integrations with multiple programmatic partner 
platforms, including LiveRamp, Acxiom and Eyeota, enable 
media teams to take data from their insight platform into 
the boardroom for validation and, thereafter, into their data 
management platform. Brands that invest in an accurate 
understanding of shifting consumer attitudes towards media 
channels and brands, alongside their own biases and shifting 
consumption patterns, will chart a path to growth in the future.

Can we help?

Everyone who uses data in any form relies on ‘data navigators’ 
to make sense of it all. Our product developments ensure that 
data built into the various systems and working methodologies is  
collected and analysed in a transparent manner and can be used  
and accessed by multiple stakeholders in our client organisations.

Manish Bhatia  
Kantar

https://www.kantar.com/expertise/advertising-media-pr/advertising-and-paid-search-intelligence
https://www.kantar.com/expertise/advertising-media-pr/advertising-and-paid-search-intelligence
https://www.kantar.com/expertise/advertising-media-pr/advertising-and-paid-search-intelligence
https://www.kantar.com/expertise/advertising-media-pr/consumer-profiling-and-targeting/tgi-audience-activation/
https://www.kantar.com/expertise/advertising-media-pr/consumer-profiling-and-targeting/tgi-audience-activation/
https://www.kantar.com/expertise/advertising-media-pr/consumer-profiling-and-targeting/tgi-audience-activation/


OUR APPROACH

At Kantar we offer a full suite of services across all aspects of connected media 
intelligence to address your specific business needs – whether it’s about planning  
your media strategy, measuring audiences, or evaluating the effectiveness of  
your campaign activities and their overall impact on your brands.
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PLAN
STRATEGY

What are your media objectives?
Target audience

Budget & media selection
Context testing

EVALUATE
OUTCOMES

Is the activity delivering ROI?
Reputation

Brand
Sales

MEASURE
ACTIVITY

How is the activity landing?
Audience measurement

Campaign reach & frequency
Competitor activity

FIND OUT MORE

Wondering what the future of media looks like for your business in 2020 and beyond? 
Get in touch: we’d love to discuss the implications of our trends and predictions for 
your business.

John.mccarthy@kantar.com
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About Kantar

Kantar is the world’s leading evidence-based insights and 
consulting company. We have a complete, unique and rounded 
understanding of how people think, feel and act; globally and 
locally in over 90 markets. By combining the deep expertise of 
our people, our data resources and benchmarks, our innovative 
analytics and technology, we help our clients understand 
people and inspire growth.

www.kantar.com
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Foreword

“The State of Ecommerce 2021” is a landmark 
study by Catalyst and Kantar intended to 
inform the marketing efforts of brands and 
advertisers across ecommerce and retail 
media.  The concept was simple: create a 
foundational study that includes perspectives 
from shoppers, marketers, retailers, and 
partners that accurately reflects the 
opportunities and challenges of the industry 
going into 2021.  We found that there was 
no single body of work that pulled together 
stakeholders to deliver a holistic view of the 
rapidly evolving ecommerce and retail media 
landscape, so we set out to write one of the 
most comprehensive studies available today.

To achieve this goal, we launched two 
quantitative surveys to 500 online purchasers 
and 200 industry professionals across 
brand, shopper marketing, ecommerce, and 
advertising specialties.  The professional survey 
targeted industry leaders holding titles from 
manager through executive vice president 
who work for, or with, companies that have 
annual sales ranging from USD 100 million 
to more than USD 10 billion, across more 

than 17 categories. Additionally, our report 
was informed by nearly two dozen qualitative 
interviews from leading manufacturers 
including L’Oréal, Colgate-Palmolive, Georgia-
Pacific, Seagate, GSK, and Dorel Juvenile.  We 
also interviewed investors, technology partners, 
and retailers including Google, Amazon 
Advertising, Walmart Media Group, Pinterest, 
Instacart, CAVU Venture Partners, Salsify, 
PromoteIQ, Pacvue, and Kenshoo.  Data for 
both quantitative surveys was collected in April 
2020, and interviews were conducted between 
March and May 2020.

The impact of COVID-19 on ecommerce cannot 
be denied, and while there is no specific section 
dedicated to COVID-19 in this study, it is an 
inseparable part of the research, interviews, 
and analysis throughout this report. 

Thank you for taking the time to read our 
study.  We hope you enjoy it and encourage 
you to share it with your colleagues.  As always, 
please reach out if you have any questions or 
would like to share your feedback.

3
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Executive 
Summary
The ecommerce channel has delivered consistent double-digit year-over-year 
growth prior to COVID-19, and Kantar projects 2020 to be the strongest year 
yet with +22% growth driven by the massive shift from offline to online. With 
this new wave of ecommerce acceleration in 2020 as the backdrop, Catalyst 
and Kantar dove deeper to uncover the why and the how behind online shopper 
behavior and the industry response.

Our research unveils new, powerful insights that deliver clear calls to action for 
winning in ecommerce as we navigate this unprecedented time period. Evolving 
shopper behavior illuminates new priorities for online shopping touchpoints, 
resets our expectations of shopper convenience over price, and sheds new 
light into the growing value of ecommerce ads and social commerce. We 
found that leading companies are breaking down silos by connecting retail 
media to other platforms for maximum impact throughout the funnel, and 
it reveals how brands and agencies are planning and spending more across 
digital ad platforms.  Manufacturers continue to lean on their partners for 
deeper capabilities around metrics and we share the new skillsets required for 
ecommerce partners moving forward.

While the traditional goal of the product detail page (PDP) remains the 
same, to drive conversion, our research also lays out important changes to 
the value of the PDP throughout the shopping journey, including increasing 
engagement transcending generations and devices.  As brands grapple with 
measuring the effectiveness of retail media, many are moving beyond return 
on ad spend (ROAS) as the only measure of success and implementing more 
robust measurement frameworks that better align with their overall business 
objectives, which allows them to execute unique ecommerce strategies across 
retailers.

COVID-19 has broken autopilot and thrust brands and retailers into deeper 
partnerships with each other across data, performance measurement, and 
shared responsibility for growth.  Online grocery and last mile delivery partners, 
such as Instacart and Shipt, are commanding new levels of attention and 
investment, resulting in new opportunities for brands in categories outside of 
typical food products. All of this acceleration is leading to new standards for 
excellence, shifting from a fixed, long-term strategic planning mindset to one 
that values progress through continuous momentum, comprised of small steps 
and learning initiatives.

Some of the recommendations may seem familiar, as updates to time-tested 
ecommerce tactics, while others are meant to prepare brands to execute in 
ambiguous and uncomfortable places.  One thing is for certain: the skills, 
technology, strategy, and tactics developed over the last 12-24 months are no 
longer producing the results that they once did. The game has changed and 
even the slightest underperforming tactics will have consequences, allowing 
competitors and nimble newcomers to take market share from complacent 
onlookers.  Kantar, with our global retail and shopper insights and consulting 
capability, and Catalyst, with market-leading search, social, programmatic and 
retail media marketing capabilities, are here to guide you through these times 
of disruption, risk, and opportunity with the actionable insights to excel in the 
next wave of ecommerce.

4
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Key Stats

63% of shoppers who visit 
Amazon or Walmart.com visit these 
sites for initial product research 

37% of all online buyers visit 
retailer websites/apps prior to the 
moment of purchase 

66% choose a retailer based 

on convenience, while only 47% 
choose a retailer based on  
price/value 

54% of shoppers, who are 
exposed to advertising, say that it 
helps remind them of something 
they need, or it prompts an idea for 
something they want 

59% of online purchasers are 
aware of social commerce 

72% of ecommerce professionals 
use Facebook for digital marketing 
activities 

Two-thirds of brands 
investing in Amazon Advertising 
or Walmart Media Group have 
increased their investments  

56% of agency professionals 
say that they expect more RFPs in 
ecommerce and retail media in 2020 

49% of online purchasers scroll 
past page 1 to look for what  
they  want 

 
 
 
 

Only 37% of ecommerce 
professionals say they are focused 
on optimizing their PDPs for SEO 
across the online platforms they 
use for digital marketing 

56% of ecommerce 
professionals are allocating funds 
to data and analytics, making 
it the top ecommerce service 
budgeted for 

63% of Instacart users plan to 
use the service more in the future 

44% of ecommerce 
professionals say their  
company is selling 3P

5
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Insights
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1. Evolving shopper 
expectations
Prioritize convenience  
and discovery
Today’s shopper journey is broader than 
ever. Not only do consumers shop a range of 
retailer sites, they also shop using traditional 
search engines and social media platforms. 
Furthermore, they use these platforms for 
a variety of activities during their cross-
channel shopping journey. Among those who 
visited these specific sites, 50% searched for 
inspiration on Instagram, 50% discovered new 
products or brands on Google, 63% did their 
initial product research on Amazon, and 63% 
compared products or prices on Walmart.com.

While shoppers tend to use social media 
platforms more for inspiration and discovery, 
retailers and traditional search engines still play 
an important role in these shopping activities. 
While shoppers visit retailer sites more for 
research and product/price comparisons, 
they also use search and social sites for the 
same activities. Cross-platform shopping 
is the hallmark of today’s online purchaser, 
cementing the importance of integrating retail, 
search, and social strategies.

7
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Retailer Sites and Apps: Critical Steps on the Path to Purchase

Shoppers rely on retailer sites and apps more than any other touchpoint in the days and weeks leading up to 
a purchase. When we consider the ecommerce consumer’s path to purchase, most online purchasers are, not 
surprisingly, influenced primarily by online touchpoints; however, nearly one-third say that offline touchpoints 
helped them make their purchase decision, further highlighting the importance of omnichannel approaches. “The 
retailers who will thrive after all of this will continue to blend seamless online and offline flow,” said Joniece Hinds, 
senior manager for integrated media at Georgia-Pacific. Stephen Howard-Sarin, vice president of strategy and 
development, Walmart Media Group, sees similar value in connecting online and offline experiences saying “The 
landscape until now has focused on delivering ads based almost solely on online insights. While online is a critical 
area for retail, and Walmart is constantly looking for ways to create trusted customer-centric online experiences, the 
reality is that in-store sales data is a key piece brands can’t afford to miss.”

Online shoppers who ultimately purchased were more likely to visit retailer websites/apps (37%) than any other 
touchpoint while shopping. Internet search ranked second with 28% of online purchasers using it during the  
shopping process.

Figure 2. Online purchasers’ pre-shop touchpoints

Figure 1. Consumer shopper journey across leading sites

Read as: 63% of shoppers who visited Amazon in the days leading up to a purchase did so for initial product research.
Source: Catalyst and Kantar: The State of Ecommerce Landscape Study, April 2020

Read as: Among all online purchasers, 37% visited a retailer website/app in the days or weeks leading up to a purchase.
Source: Catalyst and Kantar: The State of Ecommerce Landscape Study, April 2020
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Among those who went to a retailer website/app, nearly half (48%) indicated 
they did so first, and for those that did an internet search, 46% did so first. This 
reinforces the importance of these touchpoints as critical first stops along the 
shopping journey, a key insight for brands to consider when they want to engage 
the shopper early in the decision-making process.

Shoppers Value Convenience Over Price

66% of online purchasers say that 
convenience is the main reason they 
choose to purchase at a specific retailer, 
while only 47% say price/value is the main 
reason. Ahead of price, consumers also 
value assortment (52%) and shoppability 
(57%), an important call to action for brands 
considering new online product assortment 
strategies as well as ensuring that their 
products are shoppable across the growing 
long tail of online retailers.

Figure 3. Order of pre-shop touchpoints

Figure 4. Main reason for choosing a retailer 
for product purchase

Read as: Among those who went to a retailer website/app in the days before purchase, 48% did so first.

Source: Catalyst and Kantar: The State of Ecommerce Landscape Study, April 2020

Read as: 66% of online purchasers say convenience is the main reason they choose to purchase at 
a specific retailer.

Source: Catalyst and Kantar: The State of Ecommerce Landscape Study, April 2020

36%

47%

52%
57%

66%

Service Price/Value Assortment Shoppability Convenience

16%

26%

26%

26%

32%

45%

46%

48%

51%

9%

30%

22%

22%

14%

16%

21%

20%

17%

13%

11%

9%

7%

18%

10%

14%

13%

6%

63%

33%

43%

45%

36%

29%

19%

19%

27%

Went to a blog or online forum

Went to a brand website / app

Saw offline advertisement

Got a recommendation

Went into a store before buying

Saw social media post or ad

Did an internet search

Went to a retailer website / app

Saw email ad

1st 2nd 3rd Not Ordered



10 11

Shoppers Finding Digital Ads Helpful

To better understand the value of online 
advertising from the shopper perspective, 
we asked about the utility and helpfulness of 
media designed to target and drive purchase.  
The results illuminated some key insights, 
including that 54% of those exposed to an 
ad or promo while shopping said that these 
ads or promos were helpful reminders of 
something they needed, or prompted an idea 
for something they wanted. As a group, 20% of 
total online purchasers said that advertising is 
helpful to them while shopping.

Ryan Mayward, Amazon’s global head of 
agency development, also suggests that 
beyond just being helpful, ecommerce and 
online shopping give shoppers a sense of 
enjoyment or pleasure. “Historically, you 
thought of Amazon as a place where you could 
come to quickly find what you were looking for, 
place your order, and move on with your day. It 
was largely oriented around product shopping 
and discovery. But we are seeing customers 
increasingly use Amazon to discover new 
brands and we are seeing brands use Amazon 
as a solution to deepen engagement with 
customers.” Mayward said. 

Social Commerce Gaining Momentum

We aspired to learn more about the strong 
engagement that shoppers have with social 
media and how this translates into social 
commerce. We asked shoppers about their 
awareness and willingness to purchase 
products through social media.

In our research, 59% of online purchasers are 
aware of social commerce, and among those 
who are aware, 61% are likely to purchase 
from social sites in the future, underscoring 
social commerce’s growth potential. Another 
one of our key findings is that social shoppers 
cited the ability to access unique products as 
a top reason for purchasing on social media. 
As social media platforms continue to gain 
influence, brands are taking note: 19% of 
industry professionals reported significantly 
increasing their budgets for social media ads.

Figure 5. Likelihood of buying from a social commerce site

Marketers and agencies are finding new ways to 
understand the value that social platforms can 
bring to brands: capturing people’s interests, 
lifestyles, and activities typically associated 
with the “upper-funnel”.  Connecting with 
the billions of monthly active and engaged 
users is a rich and complex opportunity that 
goes beyond simply including a “Buy It Now” 
button on your post.  Kieley Taylor, global vice 
president of social media for GroupM Services, 
says their huge scale and rich intent data 
make social platforms well suited for full-funnel 
marketing campaigns. “As the platforms 
continue to innovate on driving direct site traffic, 
collaboration with traditional retailers, and on-
platform purchase, their value to advertisers 
continues to grow,” she said. “Now is the time to 
think about how to drive lifetime value, not likes, 
with social sites.”Read as: Among those aware of social commerce, 61% are likely to buy from social sites in 

the future.
Source: Catalyst and Kantar: The State of Ecommerce Landscape Study, April 2020
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Retail media has been growing significantly 
over the last several years as retailer websites 
have invested in more opportunities for 
brand promotion. Marketers, looking to 
impact purchase as much as possible, have 
responded to the promise of more shopper 
influence and measurable return. Retail media 
goes beyond Walmart, encompassing more 
than ecommerce to include search engines 
and last mile delivery platforms. The value 
that it represents to marketers extends past 
a simple conversion perspective, according 
to the experts we interviewed. Many of the 
most successful have adopted a cross-
channel retail media approach that includes 
traditional retailers as well as search, social, 
and programmatic advertising, creating new 
opportunities through thoughtfully connecting 
the shopper experience throughout the journey.

2. Breaking  
Media Silos
Eliminate waste and 
improve effectiveness 
across platforms
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How are brands achieving a cross-channel retail 
media approach? The first step is integrating 
retail media into all broader media discussions, 
fueling integration, efficiencies, and insights that 
support omnichannel approaches. “Retail media 
increasingly can help brand managers build 
awareness and consideration for their brands. 
It’s no longer just a tool for driving sales at the 
end of the media funnel. It deserves to be at the 
seat of every single media plan out there. It is 
a standard mandatory investment for all of our 
strategic brands.” Steve Kinsey, GSK’s director of 
commerce marketing.

Kerry Curran, executive director of marketing 
and growth, Catalyst, has a similar perspective. 
“Marketers used to focus on stats around where 
the shopper starts their journey to prioritize their 
advertising investment, but what we’re seeing 
is a need for an omnichannel strategy that 
integrates both traditional search channels like 
Google and ecommerce sites like Amazon and 
Walmart.com.” The top five platforms for digital 
marketing activities effectively cross social, 
search, and retail; however, online shopping 
behavior indicates that there is opportunity 
to expand and integrate further, not just from 
an experience perspective, but also from an 
investment and attribution perspective. 

Figure 6. Top five platforms for digital marketing 
activities

72%

67%

61%

50%

49%

While our research indicates that omnichannel 
retail media programs will continue to be 
important in the future of ecommerce, many 
of the experts interviewed realize that it will 
not be easy to execute. The increasingly long 
list of retailer websites, ecommerce ad tech 
providers, and capabilities — as well as the 
acronyms that go with them — can be difficult 
to navigate for even the most seasoned 
ecommerce or shopper marketing experts. 
Many manufacturing-side marketers are 
leaning into technology and agency partners 
with specialty knowledge to help them 
navigate the increasingly complex landscape.  
Alex Sherman, chief executive officer & co-
founder, PromoteIQ told us that “If agencies 
want to maintain their leadership position in 
the media space, they need to create centers 
of excellence dedicated to retail media that 
can help brands navigate and take advantage 
of this retail media opportunity.” 
 

Figure 7. 2020 Spending plans on digital ad platforms

Read as: 72% of companies use Facebook for digital marketing activities.

Read as: 67% of professionals investing in Amazon Advertising plan to increase their budgets 
for this platform.

Source: Catalyst and Kantar: The State of Ecommerce Landscape Study, April 2020
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The New Hierarchy of Spending Across 
Media Channels

Marketers are putting more money into 
emerging media channels, many of which can 
now be managed programmatically. While the 
most significant budget increases remain with 
more traditional media, marketers investing in 
emerging platforms also plan to increase their 
budgets with these platforms. Podcasts, OTT/
CTV, audio, and digital out-of-home (DOOH) 
advertising are starting to receive  
more attention.

That said, our research shows that social 
media ads had the highest percentage (19%) 
of marketers reporting significant budget 
increases, followed by email marketing (15%), 
YouTube ads (13%), and paid search (12%). 
Organic search, displays ads, and Amazon 
Advertising (11%) tied for fifth place. Moreover, 
two-thirds of professionals investing in 
Amazon Advertising, Walmart Media Group, 
OTT/CTV, and YouTube plan to increase their 
investment on these media channels. Lastly, 
90% of professionals overall reported that they 
were increasing budgets in at least one media 
channel, and 44% say the funds are from new, 
incremental budgets.

13
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Lean Into Experts

Agencies, such as media agencies and 
ecommerce specialty agencies, often play 
a supporting role in the success of a brand’s 
holistic, omnichannel digital marketing 
program, including ecommerce. According  
to our study, many ecommerce professionals 
are leveraging some combination of  
in-house teams and agency teams to manage 
ecommerce channels like Amazon, Target,  
and Kroger. “When agencies can bring 
integrated commerce approaches, 
benchmarks, and insights to the table, they 
become a valuable partner for brands when 
considering retail media implementation,” 
shared Paula Hunsche, senior vice president, 
client engagement, GroupM Commerce.

We found that brands primarily operate with 
a hybrid model for Amazon Advertising, with 
61% of professionals investing in this platform 
reporting that they manage Amazon both  
in-house and with an agency. Hybrid models 
were also reported for other top tier retail 
media teams including Kroger (46%), and 
Target (36%).  On the other hand, Walmart 
Media Group (WMG) tends to be either 
managed exclusively in-house (34%) or 
exclusively by agencies (34%), a trend largely 
attributed to Walmart’s recent launch of its 
self-serve platform.

Agencies expect more opportunities to 
support brands’ retail media efforts with 56% 
of agency respondents saying they expect 
more RFPs in ecommerce and retail media in 

2020. When asked about what will differentiate 
media agencies in these RFPs, Vlad Lubimov, 
senior director of programmatic services of 
Xaxis responded, “Platforms and tools used 
to be a key differentiator in pitches, favoring 
agencies with the resources to develop custom 
tools.  Now, as the market has matured, the 
technology is more ubiquitous, and it's more 
about how you demonstrate what you can do 
with the technology, rather than possessing  
it alone.”

John Denny, vice president of ecommerce and 
digital marketing at CAVU Venture Partners, 
shared a similar sentiment, saying, “In order 
for brands to compete today, not only do you 
need to find the best agencies leveraging the 
best tech, but your partners need the right 
strategies, particularly those that demonstrate 
a firm command of execution across channels, 
platforms, and retailers”.

“Agencies bring specialty knowledge that can 
help brands navigate the complex retail media 
opportunities, guiding where to invest, and more 
importantly, where not to.  Agencies are acting 
as an arbitration layer between media owners, 
and brand investment budgets, comparing 
opportunities across platforms and channels to 
guide overall investment performance regardless 
of where the media is purchased or ultimately 
delivered”, said Todd Szahun, senior vice 
president of ecommerce and new retail  
at Kantar.

Figure 8. How activity is managed across digital advertising platforms

Read as: 61% of professionals investing in Amazon Advertising report managing both in-house and with an agency

Source: Catalyst and Kantar: The State of Ecommerce Landscape Study, April 2020
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Across many of our interviews, it was clear 
that marketers valued the product detail 
page (PDP) for its important role in driving 
conversion. Our study revealed that, among all 
online purchasers, nearly half (45%) indicated 
that they visited a PDP at the time of purchase, 
and 41% of those that ranked any touchpoint 
as #1 said PDPs had the biggest influence on 
their purchase.

3. More than 
conversion
The power of the  
product detail page
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We also found that shoppers do review PDPs 
beyond the first page, with 49% of online 
purchasers reporting scrolling past the first 
page to look for what they want, especially for 
general merchandise. For younger generations, 
the rate is even higher: 56% of millennial and 
54% of Gen X online purchasers scroll past the 
first page when researching products  
and brands.

Rob Gonzalez, chief marketing officer & 
co-founder at Salsify, has summed up this 
opportunity by saying “the search bar and 
product detail page are the primary places 
where consumers will interact with your 
brand…the PDP is your brand marketing — 
most companies don’t understand this. Millions 
of dollars are spent on the brand’s website, but 
only a small fraction on the PDP, but it should 
be opposite.”

Despite the PDP’s importance, only 37% of 
ecommerce professionals reported being 
focused on optimizing their PDPs for SEO 
across the online platforms they use for 
digital marketing. Best-in-class ecommerce 
professionals frequently optimize PDPs, employ 
full-funnel retailer-specific search and content 
strategies, and enhance images to maximize 
the performance on each retail site.

Search: Important Across Age, Platform, 
Touchpoint

Search is reported as the second most 
important touchpoint after PDPs that online 
purchasers use at the time of purchase. In 
fact, 40% of online purchasers use search at 
the time of purchase, and 30% of those that 
ranked any touchpoint as most influential 
say search has the biggest influence on their 
purchase. This transcends generations and 
age groups, with 53% of millennial online 

purchasers reporting the highest level of 
search at the time of purchase, followed by 
Gen Xers (35%) and boomers (33%).

Search is not exclusively an upper-funnel or 
lower-funnel tactic. Regardless of retailer or 
search engine, search plays an important 
role in the shopper’s full-funnel experience. 
Regarding Google’s role in the full shopper 
journey, Jane Butler, Google’s managing 
director of pure-play retail, said, “Google is the 
connective tissue for shoppers to discover, see 
reviews, compare products, and  
ultimately purchase.”

Our survey revealed that, among ecommerce 
professionals with a clear and differentiated 
ecommerce strategy, the “changing role of 
search marketing” was cited as one of the 
trends with the greatest impact on their 
ecommerce marketing strategy.  Search,  
both on search engines and on retail sites,  
is a proxy for consumer interest, intent, and 
the primary way shoppers navigate purchase.  
While professionals reported tapping into 
search as an output to inform their search 
and content strategy, they also reported using 
search as an input to inform competitive 
positioning, business decisions, and product 
development efforts. 

“When retailers work with the search teams, it 
often changes the nature of the conversation. 
A search team's skillset will push conversation 
to the nature of the marketplace, buying 
functionality and sophistication, and how 
viable a path to conversion each tactic or 
placement is. Search teams will reference 
similar experiences from within retailer 
networks plus familiar marketplaces to protect 
brand budgets and drive performance, while 
pushing retailers to innovate.” Riyaad Edoo, 
senior partner, U.S. search & ecommerce lead 
for a CPG client, Mindshare.

Figure 9. Shopper touchpoint at time of purchase

Read as: Among all online purchasers, 45% visited a PDP at the time of purchase and 41% of those that ranked any touchpoint as most influential 
said PDPs had the biggest influence on their purchase

41% rank as #1

Source: Catalyst and Kantar: The State of Ecommerce Landscape Study, April 2020.

0%

5%

10%

15%

20%

25%

30%

35%

40%

45%

0%

5%

10%

15%

20%

25%

30%

35%

40%

45%

50%

Product Detail Page Net Search Bar Net Ads/Promos Net Another website / app Net Chat/Help Net

%
 R

an
ke

d 
as

 M
os

t I
nf

lu
en

tia
l

%
 E

ng
ag

ed
 in

 T
ou

ch
po

in
t

Online Buying Touchpoint Rank #1

Product detail page Search bar Ads / promos Another website / app Chat / help



17

Non-branded Terms: A Route to Discoverability

Non-branded product search exceeds branded search in 
ecommerce, with 37% of online purchasers reporting searching 
a specific type of product, while 31% search for a specific brand. 
This online shopping behavior has improved a brand’s ability to 
be discovered through investing in non-branded search.  While 
many of the professionals interviewed cited a blend of both 
branded and non-branded keywords as part of a holistic search 
marketing strategy, the increase in online shopping over the 
last four months and subsequent increase in search marketing 
has made it more expensive to compete, and it is forcing 
professionals to make tough choices about where to play.

Amazon Advertising’s Ryan Mayward says customers come 
to the store to discover new brands. In fact, the “majority of 
customers are using category shopping terms when they shop 
on Amazon, which means they generally know what they are 
looking for, but are not brand-specific,” he says. “This is an 
indicator that they may be open to new brands.” Mayward 
said that “69% of shopping queries on Amazon don’t have any 
specific brand name in them.”

Building a non-branded strategy doesn’t mean going all-in on 
top category terms either. “If you are a niche specialty dog 
food brand, you may decide to not bid against the term ‘dog 
food’ even though it is one of the most popular keywords in the 
category. Instead, your winning strategy might be in targeting 
other lower-volume non-branded keywords that are more closely 
aligned with your brand positioning, like ‘organic dog food’, 
‘puppy dog food’, etc. This is especially true if you are in a highly 
competitive category such as pet food, where numerous mega 
brands are bidding on those top search terms and driving up the 
cost.” said Riku Laitasalo, account director, Pacvue.

The Future of Search

Some of the key trends we uncovered regarding the future of 
search advertising include: personalization, voice search, and 
visual search.

While many brands have reported looking for opportunities to 
personalize their overall offer, personalization in search is more 
nascent, and an area to watch over the coming year. Google, 
one of the pioneers of personalized search, believes that the 
future of retail and product search will only become more 
personalized. “Personalization is still in its infancy stages, which 
will accelerate as it yields strong dividends for both consumers 
and retailers,” said Christina Brandeberry, managing director of 
shopping and performance at Google.

Nearly two-thirds of online purchasers (64%) own a voice-
enabled device, such as Amazon Alexa, Google Home, or 
a voice-enabled smartphone. More than one-third of these 
consumers use their devices to search for products, and 28% use 
them to purchase products.  According to our research, the main 
barrier to adopting voice search for commerce is that it is simply 
not a habit. More than half of respondents (51%) who have not 
used voice assistants for shopping tasks said the fact that it’s not 
a habit has prevented them from using it.

17
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Figure 10. Voice device uses

As consumer voice behavior continues to 
increase, it also continues to evolve. Amazon 
Advertising’s Ryan Mayward reports that, 
“We’re starting to see adoption of shopping 
by voice, typically in the CPG vertical where 
customers are buying replenishable items. 
But I think the challenge of brand  
discovery remains.” 

Today, voice search advertising remains 
a lower priority for many organizations in 
our study; however, 18% of ecommerce 
professionals still rank it among their top 
three biggest opportunities over the next 12 
months, a figure that increases to 20% over 
the next five years.

Visual search follows a similar pattern to 
voice, as Amy Vener, head of retail strategy 
and marketing at Pinterest reports, “Visual 
search is growing exponentially, but the 
dollars that brands spend haven’t caught 
up yet.”  As more shoppers continue to shop 
online due to COVID-19, we see an increasing 
role for both visual search and virtual / 
augmented product experiences.

18

37%
35%

28% 28%
30%

To search for products To achieve a task using
Alexa skills

To add products to a
shopping list /basket

To purchase products None of the above

Read as: 37% of voice-enabled device owners use voice to search for products.

Source: Catalyst and Kantar: The State of Ecommerce Landscape Study, April 2020
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When it comes to measuring success across retailers, 
ecommerce professionals express varying degrees of 
confidence in their ability to measure return on investment. 
Most agree that measuring success is achievable across 
digital advertising, but more challenging for emerging 
platforms, such as podcasts, OTT/CTV, and audio.

4. Going 
beyond ROAS
Integrate media and 
KPIs for sustained 
growth
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Figure 11. Level of ability to measure ROI,  
by media platform

 
 
 
Regardless of the platform, when discussing 
measurement in our interviews, one thing was 
clear: Brands must think beyond return on ad 
spend (ROAS). “If companies aren’t careful, 
they are going to ROAS themselves into a 
corner,” said Kristina Smith, vice president of 
digital marketing at The Riveter. 

Many marketers admit it’s tempting to rely 
primarily on ROAS to gauge success, but ROAS 
does not provide the full picture. “ROAS is a 
very crude and very incomplete data point. We 
look at it, we measure it, we monitor it because 
it is an easy number to calculate, but it can 
be highly misleading,” said Steve Kinsey, GSK. 
Pacvue’s Riku Laitasalo echoed that sentiment 
as well, “There are certain keywords that will 
never be ROAS positive…It is all about looking 
at it through the perspective of your total 
portfolio as well as the long-term benefit for 
your company.”

The industry professionals we spoke with on 
this topic all recommend considering a range 
of other metrics to create a more complete 
picture of performance. Trevor Krehel, channel 
marketing manager at Seagate, suggests 
looking at share of search as a key retail media 
metric, which “helps us balance ROAS with 
how advertising is performing and growing 
relevancy within products.” He said you have to 
look at metrics together to make sure the “retail 
business is driving the advertising business and 
vice versa.”

Some brands also find out the hard way that 
ROAS goals often conflict with their business 

goals. Mindy (Martin) Fashaw, chief operating 
officer, Pacvue, shared an example of a client 
that wanted to improve ROAS and drive 
incremental new customers — two competing 
goals. “If you’re acquiring new customers,  
that is going to take investment, and therefore, 
you cannot expect to increase return  
on investment."

The Data Dilemma

Most organizations agree that having better 
data analytics is the key to growth. In fact, 
when asked about the top area of allocation 
within ecommerce budgets, the highest 
percentage of professionals (56%) said data 
and analytics services.

“Unfortunately, it’s not enough to invest in data 
and analytics services. Brands must tear down 
silos and integrate data across teams. Finding 
and integrating all data sources in the company 
takes time, but it is the future,” said Bob Land, 
vice president of consumer experience at  
Dorel Juvenile.

Many of the ecommerce professionals we 
spoke to reported sitting somewhere on the 
spectrum between simply leveraging data from 
the dashboards of their partners and bringing 
together cross-functional internal teams to 
review and analyze their partner dashboards 
as a group. For many brands, having the right 
data and infrastructure requires investing in 
developing a custom automated solution. “If 
you look at the brands that are really winning, 
it is when they are investing in their own 
technology and building their own expertise,” 
said Melissa Burdick, co-founder and president, 
Pacvue. “They may be licensing a tool, but are 
also really focusing on building their own tech 
and ecommerce dashboards, getting types of 
data to understand the ecosystem within their 
company to manage inventory across retailers 
hosted within their companies.”

While many manufacturers have stopped 
short of fully investing in building a custom 
integrated data solution in-house, there 
is broad consensus about the opportunity 
to better integrate and act on data more 
effectively, as well as set cross-team KPIs and 
processes to drive the business forward.

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%100%

Digital "out of home" advertising

Influencer marketing

Podcasts

Audio (e.g. Pandora, Spotify)

YouTube ad

OTT/ CTV (over-the-top media / connected TV)

Organic search (SEO)

Social media ad

Display ad

Target advertising / Roundel

WMG (Walmart) advertising

Product listing ads

Amazon advertising

Paid search

Email marketing

Kroger advertising

Not very well/ not at all well Very well/ moderately well

Among ecommerce professionals who used Kroger advertising in the last 12 
months, 93% indicated that they were able to measure ROI very well or moderately 
well, while only 59% say the same for podcasts.

Source: Catalyst and Kantar: The State of Ecommerce Landscape Study, April 2020
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“Siloed teams within 
organizations — especially 
between sales and marketing 
functions — precipitate 
a lack of data sharing, 
battling information and 
data intelligence. The best 
organizations have coalesced 
these disparate functions 
into ‘commerce marketing’ 
structures, where all teams 
leverage the same cross-retailer 
data intelligence, aligning sales 
and marketing, agencies, and 
technology stacks.”

 — Nich Weinheimer
General manager of ecommerce, Kenshoo
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We heard that using data within organizations 
more effectively is critical, and so is increasing 
transparency and sharing data and metrics 
between brands and retailers. Multiple 
ecommerce professionals cited the need for 
brands and retailers to increase understanding 
and sharing of data and performance 
measurement, as a key element to elevating their 
partnerships.  When agency professionals were 
asked what the biggest opportunity area is for 
partnering with ecommerce retailers, the largest 
percentage (29%) said performance tracking, 
measurement, reporting, and analytics.

5. Open for 
collaboration
Brands need retailers  
and retailers need brands
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Figure 12. Biggest opportunity for 
partnering with ecommerce retailers

 

However, retailers have a direct relationship 
with the customer, and that customer 
relationship is governed by terms and 
conditions. When discussing requests from 
brands and manufacturers for increased data 
sharing, Walmart Media Group’s Stephen 
Howard-Sarin calls out the importance of 
customer trust. He says, the “customer did 
not consent to have the retailer sell their data 
to anyone else…the relationship between the 
retailer and customer is one of trust…we take 
that very seriously and honor our  
customer’s requests.” 

Some of the leading manufacturers have begun 
to find new ways to partner with retailers to 
bridge the gap. “Retailers are understandably 
not always willing to share their 1P data, but I 
believe there are ways of sharing data between 
retailers and manufacturers that are equally 
beneficial, but also keeps confidentiality,” 
said GSK’s Steve Kinsey. “Different people at 
different retailers are willing to consider it, but 
we’re not there yet in terms of implementation. 
We need to continue to look for opportunities to 
share data and be willing to partner and work 
with tech partners to allow sharing to happen 
so that it doesn’t compromise confidentiality.”

While better integrating data and getting 
shopper insights seems to come from multiple 
places across the ecosystem, the gaps in 

delivery appear to be aligning manufacturer 
and retailer interests now, more than ever. 
 
Sharing Responsibility for Growth

For many we interviewed, COVID-19 has 
accelerated other partnership trends between 
manufacturers and retailers aimed at growth. 
Some cited more lenient terms and conditions, 
while others signaled that the disruption 
helped bring forecasting and supply chain 
teams closer together as both manufacturers 
and retailers struggled to meet and anticipate 
demand. Our research shows that 40% of 
industry professionals agree that the biggest 
opportunity in ecommerce marketing in the 
next five years is improving the user experience.  
With ecommerce growing as rapidly as it is 
now, we see that this trend will only continue in 
an effort to improve the customer experience 
and maximize the sales potential.

Figure 13. Biggest Ecommerce Opportunity 
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Read as: 29% of agency professionals ranked performance tracking,  
measurement, reporting, and analytics as the biggest opportunity for  
partnering with ecommerce retailers.

Note: small base

Source: Catalyst and Kantar: The State of Ecommerce Landscape Study, April 2020

Read as: 40% of industry professionals say that improving the user experience is 
the biggest opportunity in ecommerce marketing in the next five years.

Source: Catalyst and Kantar: The State of Ecommerce Landscape Study, April 2020
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Sustainability is the future

Amazon’s announcement that it would 
be net-zero carbon 10 years before the 
Paris Agreement’s goal further elevated 
an already-rising topic in ecommerce. 
Consumers expect retailers and brands 
to be more environmentally conscious in 
their choices. Our research shows that 
70% of online purchasers are aware 
if the packaging they receive from an 
ecommerce order is recyclable or not, 
and when it is, 80% of those consumers, 
in turn, are recycling. Leading brands 
are incorporating their sustainability 
initiatives into product detail pages, 
product packaging, and advertising, 
raising consumer awareness and creating 
new reasons for sustainability-minded 
shoppers to purchase. Complexities 
abound as manufacturers and 
retailers build out their sustainability 
platforms, and leaders in the space are 
finding success by syncing plans and 
requirements early to drive efficiencies in 
the overall process.
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6. The race to own 
“The Third Shelf”
The exceptional rise  
of online grocery  
and last mile delivery

25

Prior to COVID-19, Kantar projected that online 
grocery sales would nearly triple by 2024, 
and the pandemic has only accelerated that 
growth.  Another major contributor to the rise 
in online grocery has been last mile delivery 
partners like Instacart.  While these last 
mile partners have simplified the otherwise 
complex and costly tasks of shopping and 
delivery for retailers, they have introduced an 
entirely new workstream for manufacturers 
who wish to sell products on the platforms.  
In addition to managing the physical in-
store shelf, and the online retailer digital 
shelf, manufacturers are now responsible for 
creating and optimizing their presence on the 
last mile delivery partner’s website or app, or 
‘The Third Shelf’.

“The reason that product assortment doesn’t 
match what might be available in the grocer 
is because brands who sell in the store are not 
automatically available on last mile delivery 
apps.  At this point in time, manufacturer and 
retailer interests seem to be well aligned to 
support the expansion of products listed in 
last mile delivery partner ecosystems, to go 
well beyond the typical set of items currently 
available," said Kantar’s Todd Szahun.
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Though many retailers have sought the help of last mile 
delivery partners to support the delivery of groceries, 
one retailer stands out among its peers, offering true 
omnichannel grocery capabilities. Amazon offers a full 
suite of physical and digital grocery shopping options 
under the Amazon Grocery banner, from centralized 
shipping of shelf stable essentials via Amazon Pantry, 
to pick-up or delivery of fresh foods and produce within 
an hour through Whole Foods and Prime Now. Together, 
these initiatives have helped Amazon establish a 
formidable omnichannel grocery presence.

“The execution of omnichannel grocery really comes 
down to complex logistics, and Amazon has the head 
start when it comes to understanding and investing in 
the technology to deliver a great consumer experience, 
underpinned by logistical complexity,” said Rachel 
Dalton, director of ecommerce and omnichannel 
insights at Kantar. “Brands should prepare for big shifts 
and integration across its range of grocery services as 
Amazon sets it sights on retailers and grocers that may 
have the competitive advantage of a larger  
physical footprint.”

Amazon isn’t the only one looking to grow its online 
grocery share. It’s a top strategic priority for the retailers 
we interviewed as well as major omnichannel players and 
traditional grocers. With the pandemic creating so many 
new customers and new habits, online grocery and last 
mile delivery services are not only here to stay, but they 
are expected to grow. According to our research, online 
purchasers indicated that they plan to shop more with 
last-mile providers in the future: 63% who have used 
Instacart plan to use the service more in the future.  
The story is similar for other last mile providers.

Read as: Among those online purchasers who used Instacart, 63% plan to 
use the service more in the future.

Source: Catalyst and Kantar: The State of Ecommerce Landscape Study, 
April 2020

Figure 14. Planned use of delivery 
services in the next year

How far has COVID-19 accelerated online grocery?  GSK’s Steve 
Kinsey believes that, “COVID-19 alone has accelerated online 
grocery by about three to five years.”  Overall, the impact and 
influence of online grocery and last mile providers has created a 
huge shift, with implications for grocers and brands. Suddenly, 
grocers across the country are forced to invest in their online 
grocery platforms to meet immediate changes in shopper 
demand, or risk being left behind.

Online grocery is not just about food. It encompasses the full 
grocery store, so brands traditionally in the center aisles in store or 
brands whose products have not been well suited for ecommerce 
historically (like perishables) are just now evaluating their online 
grocery position given this massive transformation. Jessica Hauff, 
senior vice president, ecommerce & data activation, L’Oréal notes 
“Beauty has not been the first category of focus for many of our 
retailer partners from an ecommerce and O2O (Online to Offline) 
perspective, and the same was true for click and collect: grocery 
was the priority. Now everyone is realizing there is an opportunity 
to expand beyond grocery and we are partnering with retailers to 
elevate these other categories, helping to make it more convenient 
and engaging for shoppers, as well as increase basket sizes 
for retailers.”  “The opportunity with last mile delivery partners 
right now is like the opportunity at Amazon in the early days of 
ecommerce: brands who invest early will have the advantage 
of increased visibility in their category, and the opportunity to 
establish a customer relationship on the platform and earn that 
customer’s loyalty,” according to Kantar’s Rachel Dalton.
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The Instacart Story

One of the winners of the online grocery boom 
has been Instacart. Next to Walmart and Amazon, 
Instacart has emerged as one of the biggest names 
in online grocery according to our research. While 
Instacart has been growing over the last couple 
of years, it is now experiencing unprecedented 
growth driven by the pandemic. Seth Dallaire, chief 
revenue officer, Instacart, describes this expansion as 
“transformational,” saying that “every day is bigger 
than the previous day.”

To keep up with growth and demand from brands, 
Instacart has been investing in its ad platform, 
specifically sponsored search ads, keyword 
optimization levers, and customized bidding. GroupM 
Commerce’s Paula Hunsche and her team have 
observed this in real time, “Instacart has made 
an impressive impact by evolving their advertising 
offerings at a time of massive growth for them.” 
Interviews with Instacart and other ecommerce 
leaders revealed several key trends, opportunities,  
and challenges for marketing on Instacart: 

Winning the first basket: When it comes to 
Instacart, the savviest brands are hard at work figuring 
out how to win the first basket. Once products are in 
a shopper’s basket and shopping lists are pre-loaded, 
repeat purchases are more likely, making it critical to 
get your product in the shopper’s first basket.  
The most sophisticated marketers are prioritizing 
strategies for new customer acquisition, and Instacart 
is working on making more data available to support 
brands’ efforts.

Changing demographics: Older generations are  
using Instacart. Seth Dallaire reports a “decent uptick 
in that demo coming in for the first time.” While 
boomers and even Gen Xers still lag millennials in 
Instacart use, the data directionally shows that many 
older shoppers who have used the service say they 
plan to use it more often. This development creates 
opportunities for brands to reach new audiences who 
have not adopted online shopping previously.

Adapting to the digital experience: “All physical 
notions are challenged when shopping online,” Seth 
Dallaire said. However, some marketers are holding 
tight to traditional shopper marketing constructs like 

category share when planning for online grocery. 
Brands in this camp will need to reset expectations 
and adopt a digital mindset to be successful in the 
online grocery world.

But it won’t be easy. The challenge with online grocery 
is that shopping is nonlinear compared with shopping 
in a physical store. A grocery store planogram is set up 
in a specific way, with fresh food on the perimeter and 
shelf-stable food, HBC, and household items in the 
center. Getting shoppers to build their online basket is 
more challenging since they are not walking through 
the store to find key products. Brands are trying to 
understand how and why consumers shop online for 
groceries to develop opportunities to influence their 
path and brand consideration.

Inventory management: Instacart offers brands 
opportunities above and beyond advertising. Its large 
scale enables brands to gain insight into typically 
hard-to-get inventory data across locations and 
regions, empowering strategic decisions. Brands 
want insights, lifetime value, basket mix, adjacencies, 
shopping frequency, and out-of-stock notices so 
they can determine product and mix by region. 
Overall, Instacart can share more data because it 
is not constrained by the more traditional retailer/
manufacturer agreements.

Optimistic future: Many of our interviewees 
recognized the promise of Instacart, but also reported 
growing pains, which is to be expected with any 
nascent media platform. Despite some bumps in the 
road, professionals are generally optimistic about the 
platform’s future. 

Online grocery’s unprecedented growth, when coupled 
with a manufacturer’s reprioritization of marketing 
efforts related to shifting demand, seems to largely 
be viewed as an opportunity for brands to redeploy 
budget and re-evaluate their online grocery strategy 
to capture share in one of the largest growth areas in 
ecommerce today.
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One of the themes that came out of our interviews was a sense that 
planning for ecommerce was almost futile, particularly because 
of the rate of change.  As is the case with other forms of retail 
marketing and advertising, the process of ecommerce hasn’t been 
refined for decades, and the market research, measurability, tools, 
and data that were used to train today’s senior leaders, don’t exist 
in the same way for ecommerce. Perhaps as a reflection of that, 
we found that only 8% of professionals see themselves as leaders 
in ecommerce.  Most of our respondents indicated that, instead of 
working on developing the perfect ecommerce playbook, or waiting 
to invest in a specific ecommerce tactic until it was perfected, they 
instead relied on moving forward with a testing mentality, taking 
regular chances and then aggregating many small wins over time.  
Simply put, they seek progress over perfection.

“No one has it right – no one 
has it really figured out. People, 
practices, and technology 
change so frequently, customer 
behavior changes so frequently. 
It is still day one for many 
companies that have been 
around a long time.”  

 — Kristina Smith
Vice president of digital marketing, 

The Riveter

7. The new 
momentum 
mindset
Putting progress  
over perfection

“One way I try to do this is by 
having an experimentation 
mindset, like a growth hacker: 
identifying small, incremental 
changes that, when compounded 
over time, can accelerate the 
rate of growth.”  

 — Ricky Busby
Brand building leader for new 

ventures, Georgia-Pacific
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Overall, more companies are focused on 
developing dedicated online strategies 
rather than simply applying offline 
strategies to online as they in the past.  As 
a sign of this growing commitment, more 
industry professionals (45%) say they now 
have a clear and differentiated product 
portfolio strategy for ecommerce than 
they did two years ago.

Two areas where brands are expanding 
their test-and-learns for insights are with 
third-party (3P) selling on Amazon and 
direct-to-consumer (DTC). Today, 44% 
of ecommerce professionals say their 
company is selling 3P, and nearly half of 
professionals see 3P as an opportunity. 
“Although it can add to your team’s 
resources, a 3P marketplace strategy 
provides you with one more leg to your 
ecommerce stool,” said Reid Greenberg, 
executive vice president of digital at 
Kantar. “With 3P listings, you have the 
flexibility to edit your product detail pages 
in real time, generate retail margins rather 
than wholesale, and test and learn new 
product ideas and launches with speed 
and agility. 3P also helps build internal 
‘muscle,’ so that when you are ready to 
launch a direct-to-consumer channel, 
these capabilities exist.” 

DTC: The Opportunity and  
the Watch-Outs

Manufacturers are also rapidly testing, 
exploring, and gaining momentum with 
DTC. Over the past several years, DTC 
brands have delivered some inspiring 
examples of the opportunity, and big 
brands have noticed. Digitally native 
and extraordinarily nimble, DTC brands 
have found innovative and helpful ways 
to serve shoppers while challenging 
the world’s legacy advertisers in the 
process. Catalyst’s Kerry Curran said, 
“Disruptive companies are identifying 
gaps in traditional retailers’ offerings 
and delivering solutions around desires 
consumers didn’t even know they had.”

The enviable success and competitive 
threat of DTC brands have prompted 
many manufacturers to test DTC business 
models for the past several years. Today, 

62% of ecommerce professionals say  
that increasing DTC sales is a strategic 
focus, similar to the findings in  
Catalyst’s 2018 survey.

Aside from keeping up with the 
competition, what is motivating so many 
professionals to upend their historical 
business models? What do they stand 
to gain? Our interviews with ecommerce 
leaders and experts revealed two key 
benefits to a DTC model:

Self-reliance and agility: COVID-19 
showed the industry that having a DTC 
channel enabled additional flexibility. “I 
think you will see a lot of brands move 
to a DTC model because they’ve realized 
how reliant they were on retailers,” said 
Seagate’s Krehel.

Many brands with nonessential products 
were caught off guard when retailers 
stopped ordering their products during 
the pandemic, a decision that had a 
downstream impact on supply chain 
logistics, reporting, warehouse capacity, 
and more.

A DTC model mitigates issues like 
these by creating more internal control 
and flexibility. The many ecommerce 
professionals we spoke with said agility is 
key in the best of times, and even more 
so in the worst of times. “If you have 
flexibility in your ways of working, you are 
more equipped to deal with disruptions, 
and they will continue to come,” said 
Gavin du Toit, vice president of global 
ecommerce at Colgate-Palmolive. “What 
wins in these scenarios is your internal 
ability to be agile.”
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Greater access to data and consumers: For 
many of the large organizations we interviewed, 
DTC is a relatively small percentage of sales, but 
provides access to data and insights that fuel greater 
innovation and success in ecommerce and  
other channels.

Salsify’s Rob Gonzalez recommends that brands take 
DTC seriously, and not for the volume. “The reason 
to do DTC is for the data and experimentation it 
provides,” he said. A DTC model not only offers an 
incremental distribution channel, but it also enables 
significant and “free” learnings that can be applied to 
other channels.

DTC also creates direct relationships with consumers 
and allows greater access to first-party data, 
which will become increasingly important when the 
“cookieless” future soon arrives. Through DTC and 
other approaches, many brands and advertisers seek 
to scale first-party relationships and get closer to  
their consumers.

Though the opportunity of DTC, particularly in a post-
COVID world, is widely recognized, it is not without 
its watch-outs. “Profitability has been something 
that DTC overall has struggled with,” said Georgia-
Pacific’s Ricky Busby.  Many DTC players are seeing 
their growth plateau and are turning to the traditional 
channels and tactics leveraged by their manufacturer 
brand competition. “Early DTC players are now selling 
in-store because there is a limit to the volume they 
can sell online,” Busby said. Given some of these 
challenges around growth potential and profitability, 
he predicts that many brands will find a hybrid model 
is the most viable.

Professionals also need to be realistic about the 
relationship consumers want with large CPG brands 
and the feasibility of scaling first-party relationships. 
“DTC assumes that your consumers for your product 
want to have a direct purchasing relationship with 
you,” said Colgate-Palmolive’s Gavin du Toit. "That 
may not be the most convenient solution for them." 
For some products, consumers simply might not have 
any interest in a direct relationship with  
the manufacturer.

Counting down to a cookieless future

The industry has relied on cookies for more 
than a quarter of a century. However, in early 
2020, Google revealed that by 2022, cookie 
tracking will no longer be available through 
the Chrome browser, forcing brands to re-
examine their planning for 2021 and beyond.

This monumental change is forcing brands 
to prepare for the day when we know less 
about the individuals that we want to target 
with digital media.  In response, many 
manufacturers are using this opportunity to 
invest in and fine tune their direct customer 
strategies including: 

Launching DTC websites for direct customer 
acquisition 

Identifying and migrating existing consumers 
to brand-owned platforms

Developing customer loyalty initiatives

Launching or improving their Customer 
Relationship Management (CRM) 
capabilities

Advancing segmentation based on many 
variables including customer lifetime value

Testing DTC lookalike media targeting and 
segmentation strategies
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“We’re making a significant 
effort to increase first-party 
data and our ability to have 
more of a direct customer 
relationship, and we’re doing 
that primarily with an eye 
towards improving media 
capability and functionality” 

— Steve Kinsey, GSK’s director of 
commerce marketing

31
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Recommendations

Ecommerce professionals have a long 
list of areas to invest in. To simplify 
that list, we’ve distilled down the key 
insights into a set of recommendations 
aimed at improving your ability to 
successfully navigate the complex and 
fast evolving ecommerce and retail 
media landscape. From data to content 
to the right tech stack and digital 
media mix, the areas of integration and 
optimization continue to grow.
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Ensure a strong and integrated brand 
presence across all platforms

When it comes to retail media solutions and 
opportunities, brands need to think beyond 
Amazon and other established retailers. 
Retailers and ecosystem partners such as 
Walmart, Target, and Instacart have made 
significant leaps forward in their content and 
ad platforms, and they are gaining traction 
with shoppers.  Brands who invest in content, 
data, search, media, and measurement across 
a wide range of these partners stand to gain 
higher online share, a broader customer base, 
and more efficient media spend, leading to 
lower overall cost-to-serve while maximizing 
sales and margin opportunity.

Brands who also go beyond integrating 
ecommerce marketing can find new levels of 
awareness, engagement, purchase, and loyalty 
through integrating the channels that play 
a critical role in the shopper journey: namely 
search, social, and display. Capitalize on 
channel synergies to create a seamless journey 
and positive shopping experience.

Prioritize convenience and ease  
for shoppers

With new platforms, tools, and data available 
almost daily, it can be easy to lose sight of the 
single most important element of a successful 
ecommerce strategy: the consumer.  Our 
research shows that convenience matters 
more to consumers than price, and that 
they appreciate ads that are helpful. Ensure 
your brand is a point of convenience to 
the consumer by being easily findable and 
accessible on their preferred channels and by 

providing helpful information that answers  
key questions.

When evaluating changes to product, 
assortment, pack size, fulfillment, and other 
aspects of ecommerce, remember to apply the 
lens of convenience and ease.  By putting these 
consumer priorities first, brands are likely to find 
that many decisions become easier.

Invest in search, content, and PDPs to 
maximize findability and conversions

Our research found that PDPs are one of the 
most critical elements of a brand’s ecommerce 
presence and yield significant influence over 
shopper purchase decisions. To successfully 
take advantage of the opportunity, brands 
need to be visible and deliver content that 
converts.  This means optimizing your PDPs 
for SEO around consumer search interest 
including inspiration from need states, 
reviews, and Q&As, using the consumer’s 
language as much as possible. It also includes 
investing in ‘ecommerce first’ images that go 
beyond traditional product package shots to 
demonstrate key consumer benefits, points 
of differentiation, credentials from industry 
professionals, and highlights of corporate social 
responsibility programs to give shoppers every 
reason to convert.

Companies that lead the way do not view 
PDPs as a one-time investment: best practices 
include a refresh two times per year, or any 
time a major category or cultural trend could 
influence purchasing preferences or the way 
shoppers search.

33
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Develop customized retail  
media strategies

The growing scale and complexity of the 
ecommerce and retail media world can be 
daunting. While partners have emerged to 
provide some scale to integrating and buying 
media across the major retail media solutions, 
the ecosystem is far from seamless. To achieve 
the next level of growth in ecommerce, 
brands are developing unique strategies for 
each platform, a reflection of differences in 
shoppers, behavior, and preferences  
across retailers.

Customization strategies include creating 
a distinct key phrase strategy integrating 
retailer-specific shopper insights, that are 
weaved throughout the product content,  
paid keywords, and bidding strategies.  
Product margins are different for each 
retailer, and so is the size of the shopper base.  
Brands who are testing their media to find 
the monthly addressable market size on each 
retailer will have a competitive advantage 
when figuring out how much to pay for specific 
key phrases as well as managing their overall 
retail media investment.

Measure what matters, not what is easy

It’s easy to fall into the trap of focusing on 
a single KPI, like ROAS.  While ROAS can be 
easy to measure and is not without value, 
optimizing on one KPI alone can lead brands 
to make decisions that don’t necessarily align 
with overall business objectives. Instead, we 
recommend that brands look at a combination 
of metrics together for a more robust and 
valuable picture of ecommerce performance.

What other KPIs should companies pay 
attention to? The people we interviewed 
recommend focusing on key acquisition or 
retention KPIs such as cost per acquisition 
(particularly for businesses growth), share of 

search, lifetime value, and more depending 
upon your business goals for a specific 
retailer.  Advanced professionals we spoke to 
recommend a holistic approach, including 
measuring acquisition and retention together 
to create a virtuous circle of converting the 
right customers while simultaneously driving 
lifetime value. It takes longer to report on 
multiple measures, and analyzing the signals 
can sometimes be difficult, but today’s 
complex retail environment requires  
complex measurement.

Unlock custom opportunities with 
retailers through mutual value

Nearly all of the industry professionals that we 
spoke with want more cooperation, flexibility, 
and data from retailers.  While achieving 
certain levels of retail media investment 
may get brands some consideration for pilot 
opportunities, we found an entirely different 
set of manufacturers that were able to 
successfully partner with retailers to get what 
they wanted using one simple strategy...
identifying opportunities of mutual value.

In order to do this successfully, make sure you 
have the right audience, find out what the 
retailer initiative priorities are for the business, 
category, and the shopper experience.  Identify 
sensitivities and non-starters and use a 
collaborative approach to find overlapping 
zones of possible agreement. Engage in an 
open dialogue to unlock ideas for enhanced 
capabilities, create new customer experiences, 
and improve performance. Work the concepts 
into your Joint Business Plan for the year, even 
if you can’t identify the specific output at the 
time, and then begin working on it early in the 
year. Custom opportunities take time to define, 
approve, and execute.
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Lean into expert partners throughout 
your journey

No matter where you are in your ecommerce 
journey, experts from your partner ecosystem 
possess knowledge and skills that bring unique 
value to manufacturers, now more than ever. 
Partners can include agencies, consultants, 
data providers, technology and measurement 
partners, among others.  Success in 2021 will 
depend on your ability to collaborate and 
strengthen relationships with experts, leaning 
in for guidance and advice on many of your 
business challenges.

Each partner sees a different piece of the 
ecommerce ecosystem, and it is important 
to remember that no one partner will have 
all of your answers.  Identify the unique skills 
that each partner brings to the table, invite 
those partners to strategic planning sessions 
typically outside the course of your interactions, 
and educate your partners on your business.  
Partners that have a deep understanding of 
your business will be better positioned to offer 
up alternatives that go beyond the scope 
of their assignment and help brands gain 
competitive advantage.  Retail media is so 
fragmented that data, training, and innovation 
have become table stakes along the path to 
ecommerce excellence.  Some partners may 
offer up additional work for free, but free 
doesn’t always equate to the best effort.  Don’t 
be afraid to pay for insights, training, and time 
that partners invest going above and beyond, 
and make sure to set aside additional budget to 
fund these incremental opportunities.

Embrace online grocery and last-mile 
delivery, even if you aren’t a traditional 
grocery brand

The unprecedented growth of online grocery 
and last mile delivery is an opportunity now 
that will only get better in the near term.  
Don’t assume that online grocery is irrelevant 

for your brand or product. Online grocery 
shoppers are just beginning to fill their baskets 
with more than just traditional grocery items, 
as more products become available. Smart 
manufacturers are investing heavily now and 
unlocking ecommerce opportunities across a 
wide range of product categories, from hair 
color and household products to frozen food 
and dairy.  As shoppers learn to buy these new 
categories, brands that invest now will gain 
long term strategic advantage.

Brands should test these opportunities not 
only to acquire new customers and drive 
incremental sales, but also to gain valuable 
insights into other areas of their business, 
such as supply chain, inventory, and more. 
Instacart, for example, works with a broad 
range of grocers and retailers, and can provide 
unprecedented visibility into shopping behavior 
and inventory across stores.

Test and learn now, don’t wait until  
it’s perfect

Just act. Small wins will add up to big ones  
over time. Though it’s tempting to wait until  
a campaign, asset, product, or strategy is 
perfect before launching, don’t let perfection 
delay progress.

In the quickly changing world of ecommerce, 
it’s more important to test new opportunities 
immediately and regularly. A rigorous testing 
framework and methodology will let you fail 
fast and identify where you need to  
invest more.

Though navigating the uncharted waters 
of a new platform or new offering can be 
uncomfortable, doing so will pay off in the long 
run with insights, learnings, and expertise that 
create sustained competitive advantage.
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L&D Trends to Know for 2021

Millennial 
engagement

Millennials overtook Gen X as 
the largest generation in the US 
labor force in 2016, prompting 
company leaders to shift focus 
toward courting and retaining 
this key demographic.

2020 has seen this trend continue with particular emphasis on learning and development. 
Research from PwC indicates millennials rank training and development as the number 
one most valuable bene�t employers can provide. This raises the stakes for learning and 
development programs and puts them at the forefront of discussions around employee 
engagement, retention, and culture. 

Continuous learning and upskilling

Most learning programs are oriented around a key objective. When 
employees master the objective by �nishing a course or demonstrating 
their newly learned skills, their work is complete.  However, the constant 
changes of 2020 highlight how important regular reinforcement is to 
long-term learning outcomes. Continuous learning programs ensure that 
as circumstances change, employees can call upon all their skills to adapt. 

Continuous learning can also extend to employee development through 
upskilling. Upskilling refers to the process of expanding one's capabilities 
and employability. Employees see how quickly the workforce is changing 
and recognize the importance of adapting with it. PwC research �nds 
74% of employees are ready to learn new skills or re-train to remain 
employable. In uncertain times, a shift toward continuous learning and 
upskilling helps prepare employees for the future. 

https://www.pwc.com/gx/en/services/people-organisation/publications/workforce-of-the-future.html
https://www.pwc.com/gx/en/services/people-organisation/publications/workforce-of-the-future.html


L&D Trends to Know for 2021

Real-time feedback 

In 2020, following a trend set by industry titans including Accenture, 
Adobe, and Microsoft, more businesses moved to replace their annual 
performance reviews with real-time feedback. Meanwhile, businesses 
that have not shifted away from annual reviews are becoming 
increasingly aware of their �aws. 95% of managers are dissatis�ed with 
their company performance reviews, and 90% of HR leaders don't 
believe they produce accurate information. 

As work environments evolve in 2021, managers and employees will 
need more frequent and more robust performance data. In 
unprecedented situations, real-time feedback helps employees adapt to 
new circumstances, stay engaged, and feel secure in their performance.

Mobile experiences 

As smartphones become the 
default medium for employees to 
access email, social media, and 
key information, employees are 
developing a strong appetite for 
mobile learning. Research from 
eLogic Learning �nds 67% of 
people already access learning 
through mobile devices, and 99% 
of people agree mobile learning 
enhances their experience. 

https://www.washingtonpost.com/news/on-leadership/wp/2015/07/21/in-big-move-accenture-will-get-rid-of-annual-performance-reviews-and-rankings/
https://www.washingtonpost.com/news/on-leadership/wp/2015/07/21/in-big-move-accenture-will-get-rid-of-annual-performance-reviews-and-rankings/
https://elogiclearning.com/15-elearning-trends-and-statistics-to-know-for-2017/


L&D Trends to Know for 2021

Microlearning

According to Deloitte's research 
on the modern learner, the 
average employee can devote 
only 1% of their work week, or 
4.8 minutes per day, to 
professional development. 
Microlearning is an up-and-
coming trend that addresses this 
bandwidth shortage with small 
learning units or short-term 
learning activities. 

Moreover, when in-person training is not feasible, microlearning offers a mobile-friendly 
alternative that can be easily rolled out to a dispersed remote workforce. Microlearning 
also offers economical advantages for companies that have been forced to lay off 
employees. As companies get leaner, reducing training overhead becomes a priority. 
Microlearning doesn’t require a live instructor and can deliver the same content to 
employees without taking them of�ine for long periods of time.

Adaptive learning and personalized training

One of the biggest L&D trends of the 21st century is adaptive learning. 
As emerging technologies streamline and automate more general tasks, 
employee responsibilities become more specialized. Personalized 
training with adaptive learning programs helps employees reskill and 
upskill more effectively. 

In 2021, personalized experiences will be a key focus for many ROI-
centered L&D groups. Aligning learning programs with each employee's 
role and goals keeps employees engaged with learning and prevents 
resources from being wasted on irrelevant efforts.

https://www.hrotoday.com/news/engaged-workforce/bite-sized-learning/
https://www.litmos.com/blog/articles/adaptive-learning-mean-learners


L&D Trends to Know for 2021

Soft skills development

Developing soft skills, also commonly referred to as behavioral skills or 
power skills, has become a top priority for company leaders. According to 
an IBM report, the three most critical skills to executives are:

1. Willingness to be �exible, agile and adaptable to change
2. Time management skills and ability to prioritize
3. Ability to work effectively in team environments

Research from the Carnegie Mellon Foundation and the Stanford 
Research Institute found 75% of long-term job success depends on 
people skills and only 25% on technical knowledge. The rising awareness 
of soft skills and their role in success has led many companies to focus 
their learning and development efforts on de�ning, coaching, and tracking 
these skills. 

https://www.ibm.com/downloads/cas/EPYMNBJA
https://www.amanet.org/articles/the-hard-truth-about-soft-skills/


L&D Trends to Know for 2021

User-generated content and social learning

User-generated content, or USG, is content generated and shared by �rst-hand users of a 
program, application, or process. This trend has been raging in 2020 in response to 
employees' hunger for more personalized experiences. Employees �nd learning content 
created by their peers to be more personal and "human" than traditional user manuals and 
protocols. UCG also adds a social component to the learning experience that encourages 
collaboration between employees. Research from Brandon Hall Group estimates 73% of 
businesses will increase investment in this kind of social learning. 

 In 2021, as training resources become scarce, many L&D professionals will lean heavily on 
UCG. Unlike traditional resources, UCG requires almost no capital investment because 
employees create and maintain the content, which frees up critical L&D resources.

ROI data analytics 

Using data analytics to evaluate the ROI of learning programs is hardly a new idea, but 
this will perhaps be the most important trend for L&D groups to know going into 2021. 
The economic collapse of 2020 and subsequent fallout will leave businesses laser-focused 
on ROI. L&D groups should expect their programs to be under heavy scrutiny as 
executives look to cut costs. Demonstrating program ef�cacy with data analytics on 
learning outcomes will be essential.

https://learning.linkedin.com/content/dam/me/business/en-us/amp/learning-solutions/images/workplace-learning-report-2019/pdf/workplace-learning-report-2019.pdf
http://www.brandonhall.com/blogs/brandon-hall-group-research-published-june-5-june-11/
https://elearningindustry.com/big-data-to-improve-online-learning-reason-need


L&D Trends to Know for 2021

Stay ahead of the curve

Keep your L&D group up-to-date with the 
latest industry trends. Macorva's employee 
experience platform:

•  Empowers employees to 
anonymously give feedback to all 
coworkers.

•  Returns feedback trends to every 
employee with no management 
overhead.

•  Captures employee experiences as 
actionable data to measure manager 
effectiveness and training ROI.

and much more! Click here to contact a 
member of our team for a 1:1 consultation.
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In Search of 
Promise in 
Perilous Times

EXECUTIVE SUMMARY

For the fashion industry, 2020 was the year 
in which everything changed. As the coronavirus 
pandemic sent shockwaves around the world, the 
industry suffered its worst year on record with 
almost three quarters of listed companies losing 
money. Consumer behaviour shifted, supply chains 
were disrupted and the year approached its end 
with many regions in the grip of a second wave of 
infections. A turbulent and worrying year has left 
us all looking for silver linings — both in life and in 
business — knowing full well that we will need to 
make the most of them in the year ahead.

Indeed, according to McKinsey Global 
Fashion Index analysis, fashion companies will post 
approximately a 90 percent decline in economic 
profit in 2020, after a 4 percent rise in 2019. Given 
the ongoing uncertainty, our predictions for 
industry performance next year are focused on  
two scenarios. 

The first, more optimistic “Earlier 
Recovery” scenario envisages that global fashion 
sales will decline by between 0 and 5 percent in 
2021 compared to 2019. This would be predicated 
on successful virus containment in multiple 

geographies and a relatively rapid transition to 
economic recovery. In this scenario, the industry 
would return to 2019 levels of activity by the third 
quarter of 2022. 

Our second, “Later Recovery” scenario 
would see sales growth decline by 10 to 15 percent 
over the coming year compared with 2019. In this 
case, the virus would continue to wreak havoc 
despite widespread containment measures and 
fashion sales would only revert to 2019 levels in the 
fourth quarter of 2023.

In either scenario, we expect tough trading 
conditions to persist next year, in some geographies 
at least, and for high levels of bankruptcies, store 
closures and job cuts to continue. At the same time, 
the pandemic will accelerate trends that were 
in motion prior to the crisis, as shopping shifts 
to digital and consumers continue to champion 
fairness and social justice.

Given the extreme jeopardy facing the 
industry, there is no simple, standardised playbook 
for the coming year. Instead, fashion companies 
must tailor their strategies to fit their individual 
priorities, market exposure and capabilities.  
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In other words, deploy your “silver linings 
strategy” that takes advantage of bright spots in the 
proverbial storm. The key principles for managing 
change will be flexibility and agility, alongside 
operational resilience — a critical capability in  
an uncertain environment. To inform decision- 
making, we expect data and analytics to play an 
increasingly important role, helping companies 
to track shifts in demand across geographies, 
categories, channels and value segments. 

Consumer behaviour has undoubtedly 
shifted over the past year, as people sheltered from 
the virus in their homes, travel was restricted and 
stores were closed around the world. However, as 
digital consumption continues its dominance and 
growth in 2021, companies must develop more 
engaging and social experiences to encourage 
consumers to connect. At the same time, we 
anticipate executive teams to increasingly focus 
on ensuring that digital channels add measurable 
value to the bottom line, given tight budgets and the 
need for productivity and efficiency. With tourism 
in the doldrums for some time to come, brands 
need to unlock new pockets of demand and tailor 
assortments to attract more local customers. As 
they become more conscious of worker welfare 
issues and the human impact of factory closures, 
company leaders must uphold the highest ethical 
business practices and overhaul business models 
that are exploitative of people and the planet. 

Looking forward, the industry should set 
 its sights higher, aiming for a “better normal” 
across stores, partnerships and assortments.  

In a disrupted environment, decision-makers must 
be bold. They must develop novel strategies for their 
assortments or product offering, focused on profit-
ability, value, simplicity and downsized collections, 
rather than discounting and volumes. They also 
should create a more nuanced assessment of store 
ROI to manage the crisis in physical retail while 
implementing a truly omnichannel perspective  
on store operations. 

The pandemic will continue to put supply 
chains under pressure and executives should 
be prepared for further shocks in 2021. Brands 
should secure high-quality and reliable production 
capacity and make the long-overdue shift to a 
demand-focused model to operate in this fluid 
environment. Leveraging volume commitments 
and strategic alignment with key suppliers will  
help some suppliers’ financial stability and,  
in the process, improve the credibility of brands’ 
ethical commitments. 

While there is little doubt that the year 
ahead will be an arduous one for some fashion 
industry players, it will also be a year  
of opportunity for others. Market valuations,  
a forward-looking measure of expected company 
success, show that a brighter future lies ahead 
for companies that are heavily indexed in digital 
channels and the Asia-Pacific region.

We believe 2021 will bring continuing 
opportunities in both the value and luxury 
segments, where the former benefits from 
consumers trading down in uncertain times, 
and the latter benefits from a strong recovery in 
markets like China. Whatever their positioning, 
stronger players will have an opportunity to seize 
market share from their peers and, in some cases, 
acquire their rivals at a bargain price. In this highly 
tempestuous and increasingly competitive market 
environment, players across the board will need to 
reflect carefully (but swiftly) on their next moves. 
Not every silver lining that emerged from the crisis 
will lead to a business opportunity and those that 
do will certainly not last forever. 

The pandemic will accelerate 
trends that were in motion prior  
to the crisis, as shopping shifts  
to digital and consumers continue 
to champion fairness and  
social justice.



12

Th
e 

St
at

e 
of

 F
as

hi
on

 2
0

21

The past year will go down in history as one 
of the most challenging for the fashion industry 
on record, marked by declining sales, shifting 
customer behaviour and disrupted supply chains. 
On top of a humanitarian crisis affecting the lives 
of billions of people, Covid-19 is the catalyst for 
a deepening economic crisis. Like many other 
sectors, the fashion industry finds itself in the midst 
of unprecedented adversity, with revenues and 
margins under pressure. Yet the shifting landscape 
is also creating pockets of momentum and, despite 
the ongoing, widespread impact of the pandemic, 
some fashion companies are developing new ways 
to compete. 

The pandemic has compounded the demand 
for all things digital, which in turn has enabled 
innovation, efficiency and new ways for businesses 
to scale up. The shift is permanent, and will 
continue to create opportunities to build slicker, 
smarter operating models and differentiated 
customer propositions that are more person-
alised to each customer. Equally, the crisis has 
emphasised the need to move to more sustainable 
and responsible ways of working in all areas of 
the value chain. As the number of fashion players 
responding to this need continues to grow, it will 
prove to be a long-term boon to companies, workers, 
customers and the planet. 

Although more than half of business leaders 
in our BoF-McKinsey State of Fashion 2021 Survey 
also expressed concerns about things other than 
the Covid-19 health and economic crisis for the year 
ahead, the pandemic recovery timeline did weigh 
heavily on their minds. We should acknowledge 
that the mood of fashion business leaders may 
have evolved in the weeks that transpired since the 
survey, especially as the pandemic worsens again 
in the fourth quarter of 2020 — with government 
responses including more severe social distancing 
measures in Europe, the threat of new lockdowns 
across numerous regions and mass-testing in some 
Chinese provinces. Nevertheless,  
the collective sentiment of fashion executives 
gleaned from our survey does constitute a 
compelling yardstick against which to measure 
business leaders’ predictions and expectations for 
the year ahead. 

Naturally, business leaders across the board 
hope for the effects of Covid-19 to dissipate and 
for the global economy to recover as quickly as 
possible. McKinsey Fashion Scenarios analysis for 
the industry over the next year anticipates that, 
in an Earlier Recovery scenario, the virus will be 
effectively controlled, thanks to a strong public 
health response (based on information available 
September 2020).1 In this scenario, government 

Navigating Fashion’s 
Rocky Road to 
Recovery

INDUSTRY OUTLOOK
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Exhibit 1:

Fashion executives are divided on the outlook for the industry in 2021 
% OF FASHION EXECUTIVE RESPONDENTS, EXPECTATIONS FOR THE CONDITION OF THE FASHION INDUSTRY IN 2021 
RELATIVE TO 2020

Exhibit 2:

Fashion executives expect Covid-19 and the economic crisis to be the biggest 
challenge in 2021 and digital to be the biggest opportunity
TOP THREE ANSWERS, % OF RESPONDENTS WHO MENTIONED THE WORD

SOURCE: BOF – MCKINSEY STATE OF FASHION 2021 SURVEY

SOURCE: BOF – MCKINSEY STATE OF FASHION 2021 SURVEY
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interventions will partially offset economic 
impact and global travel will pick up along with the 
possibility of larger social gatherings. The global 
growth outlook for fashion sales in this scenario 
determines that recovery would be achieved by the 
third quarter of 2022, with China leading the way 
with 5 to 10 percent sales growth in 2021 compared 
to 2019. Europe, on the other hand, would expect to 
continue to see lower sales in 2021 as international 
tourists stay at home, with sales down 2 to 7 percent 
compared to 2019. With footfall remaining low, 
pre-Covid levels of activity in Europe are unlikely 
to return before the third quarter of 2022. This 
scenario includes a similar trajectory for the US, 
with sales down 7 to 12 percent in 2021 compared to 
2019, and recovery to pre-Covid sales only expected 
by the first quarter of 2023. 

The primary driver of growth in the coming 
year will continue to be digital channels, reflecting 
the fact that people in many countries remain 
reluctant to gather in crowded environments. The 
Earlier Recovery scenario anticipates dynamic 
digital growth across geographies in 2021 compared 
to 2019, with more than 30 percent online growth 
in Europe and the US and over 20 percent growth in 
the already highly digitised Chinese market.2 

However, less favourable recovery scenarios 
must also be considered if there is a delay to a 
widely available vaccine. In this case, the virus 
would persist in some regions and new waves of 
lockdowns could take hold, accompanied by only 
partially effective government responses and 
ongoing travel restrictions, further embedding 
the consumer behaviour developed during the 
pandemic. If this more pessimistic Later Recovery 

scenario were to materialise, a deeper dip in sales 
in 2021 and slower global economic recovery would 
be anticipated. In this case, the US would see sales 
decline by 22 to 27 percent in 2021 compared to 
2019, and pre-Covid performance in the country 
would not return until after 2025. Although 
significantly impacted, Europe would fare slightly 
better than the US overall in this scenario, with 
sales down 14 to 19 percent compared to 2019. 
However, the European luxury segment would 
suffer a considerable hit. If new lockdowns were 
to be implemented and travel restrictions persist, 
luxury sales in Europe could drop up to 40 percent 
and only recover to their pre-crisis level by the third 
quarter of 2023. 

There are, of course, a multitude of inter-
mediate scenarios in between the two ends of 
the spectrum, each containing a combination 
of positive and negative effects set against the 
backdrop of an industry striving to recover its 
equilibrium. However, in all cases, we anticipate 
significant variation between geographies, with as 
much as a two- to four-year lag between fast- and 
slow-recovering markets.

On top of subdued sales, we expect industry 
players will see deep and long-lasting changes 
to both consumer demand and ways of working. 
Among potential short-term challenges, brands will 
need to manage a category shift towards casualwear 
and the continuing pressure on luxury, as well as 
shorter production cycles and cash constraints that 
lead to a slowdown in investments. 

Set against this backdrop, the strategic 
outlook among business leaders is uneven, 
reflecting the diverse trends the industry faced 
even before the pandemic. Across all value 
segments, a larger proportion of executives in the 
BoF-McKinsey State of Fashion 2021 Survey are 
pessimistic rather than optimistic about the year 
ahead, but 32 percent of respondents still expect 
the industry to evolve positively next year.3 In line 
with pre-crisis attitudes, 31 percent of executives 
in the luxury segment and 36 percent in the value 
segment have a positive outlook for 2021, while only 

The primary driver of growth in 
the coming year will continue to 
be digital channels, reflecting the 
fact that people in many countries 
remain reluctant to gather in 
crowded environments.

INDUSTRY OUTLOOK
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22 percent of executives in the mid-market believe 
things will get better. In the luxury segment specif-
ically, fashion executives express more confidence 
than McKinsey’s Earlier Recovery scenario, which 
forecasts a decline of global luxury sales by 12 to 17 
percent in 2021 compared to 2019, and up to a  
28 percent decline in Europe. The highest 
confidence is around the value segment, with 36 
percent of executives projecting an improvement 
and another 23 percent predicting little change. 
This reflects the impact of the pandemic on 
consumers across different income brackets, as 
well as the more established appetite for cheaper 
fashion, now partially offset by rising demand for 
quality and durability.

In line with regional recovery rates so 
far, executives from Asia are the most confident 
about the upcoming year, with almost half sharing 
a positive outlook. The vision for 2021 is less 
optimistic in the west, with only around a third of 
European executives and a quarter of US executives 
expecting the state of the fashion industry next 
year to improve. The sentiment of European 
executives is the bleakest, with almost half saying 
conditions will get worse, compared to 41 percent of 
executives in the US. 

The extent to which these concerns are 
weighing on executives is shown in their choice 
of the top three words to describe the conditions 
we can expect for the fashion industry in 2021: 
“uncertain,” “challenging” and “disruptive.”4  
Given the clouds that shroud the economic outlook 
this year, digital is seen by a third of executives as a 
silver lining that presents the biggest opportunity 
in 2021. Indeed, almost all businesses anticipate 
their online revenues to rise next year, with 26 
percent of executives projecting a gain of 50 
percent or more and nearly half of executives 
projecting growth of 30 percent or more. The 
digital opportunity in e-commerce as well as in the 
digitisation of business processes and operations 
is the most cited opportunity by far. Sustainability 
follows in second place, with 1 out of 10 executives 
citing it as an area of growth, underscoring the 

mindset shift towards sustainability that has begun 
to take place over the last few years. Optimism 
about digital and sustainability chimes with the 
widely held view that, despite the disruption of the 
pandemic, these trends will accelerate and, in turn, 
lead to a reset of the fashion industry. 

With the benefit of hindsight, we also asked 
survey respondents to reflect on the relevance of 
forward-looking sentiments gathered last year. 
Of the themes we highlighted in last year’s State 
of Fashion report, executives state that those 
impacting their business the most in 2020 were 
“Next Gen Social,” “Sustainability First” and, 
in third place, “On High Alert” of recession risk. 
These choices reveal how the Covid-19 crisis has 
accentuated trends that were forecasted in last 
year’s report and catalysed them in a way and at a 
pace no one could have predicted.

The 10 themes that will come to define 
2021 suggest the beginning of a new chapter 
for the global fashion industry. 2020 has been a 
year of colossal change. What is clear is that the 
fashion industry, like many other sectors, will 
certainly exit this crisis in a very different form 
than that in which it entered. Depending on their 
sizes, geographies and the segments in which they 
operate, some players can anticipate a brighter 
outlook in the year ahead. Others will not. 

In any event, there is no likely scenario 
which predicts a strong recovery in 2021.  
The upcoming year acts as a bridge between two 
different states of the industry. As such, the 10 
themes for The State of Fashion 2021 each highlight 
a major disruption sparked by the pandemic.  
In order to cross the bridge into fashion’s new 
world, executives should pay heed, as each theme 
offers an urgent imperative for the year ahead.

Digital is seen by a third of 
executives as a silver lining that 
presents the biggest opportunity 
in 2021.



01.

Living with the 
Virus

The Covid-19 crisis has 
impacted the lives and 
livelihoods of millions 
of people, while 
disrupting international 
trade, travel, the 
economy and 
consumer behaviour. 
To continue to manage 
unprecedented levels 
of uncertainty in the 
year ahead, companies 
should rewire their 
operating models to 
enable flexibility and 
faster decision-making, 
and balance speed 
against discipline in the 
pursuit of innovation. 

02.

Diminished 
Demand

Following the deepest 
recession in decades, 
the global economy is 
expected to partially  
recover next year but 
economic growth 
will remain diminished 
relative to pre-
pandemic levels. 
Since demand for 
fashion is also unlikely 
to bounce back 
due to restrained 
spending power 
amid unemployment 
and rising inequality, 
companies 
should seize new 
opportunities and 
double down on 
outperforming 
categories, channels 
and territories.

04.

Seeking Justice

With garment workers, 
sales assistants and 
other lower-paid 
workers operating at 
the sharp end of the 
crisis, consumers have 
become more aware of 
the plight of vulnerable 
employees in the 
fashion value chain. As 
momentum for change 
builds alongside 
campaigns to end 
exploitation, consumers 
will expect companies 
to offer more dignity, 
security and justice to 
workers throughout the 
global industry.

03.

Digital Sprint

Digital adoption 
has soared during 
the pandemic, with 
many brands finally 
going online and 
enthusiasts embracing 
digital innovations 
like livestreaming, 
customer service 
video chat and 
social shopping. As 
online penetration 
accelerates and 
shoppers demand 
ever-more 
sophisticated digital 
interactions, fashion 
players must optimise 
the online experience 
and channel mix while 
finding persuasive 
ways to integrate the 
human touch.

05.

Travel 
Interrupted

The travel retail 
sector remains 
severely disrupted 
and destination 
shopping suffered 
throughout 2020. With 
international tourism 
expected to remain 
subdued next year and 
shoppers experiencing 
further interruptions to 
travel, companies will 
need to engage better 
with local consumers, 
make strategic 
investments in markets 
witnessing a stronger 
recovery and unlock 
new opportunities 
to keep customers 
shopping.

GLOBAL ECONOMY

Covid-19 and the 
economic crisis is 
the top challenge 
for 2021 for 45% of 
fashion executives and 
stakeholders surveyed

55% of consumers expect 
fashion brands to care for 
the health of employees 
in times of crisis

71% of fashion executives 
expect their online 
business to grow by 20% 
or more in 2021

Global fashion sales in 
2021 could be below 
2019 levels by as much 
as 15 percent

66% of fashion executives 
expect travel retail sales 
to recover their former 
growth levels only within 
2 or 3 years

55%

The State of   Fashion 2021
CONSUMER SHIFTS

45%
0% to -5%

EARLIER 
RECOVERY

LATER
RECOVERY

-10% to -15%

20%
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08.

Deeper
Partnerships

By exposing the 
vulnerability of 
procurement partners, 
the weakness of 
contracts and the risks 
of a concentrated 
supplier footprint, 
the crisis accelerated 
many of the changes 
that companies were 
already making to 
rebalance their supply 
chain. To mitigate 
future ruptures, 
fashion players 
should move away 
from transactional 
relationships in 
favour of deeper 
partnerships that bring 
greater agility and 
accountability.

09.

Retail ROI

Physical retail has 
been in a downward 
spiral for years and the 
number of permanent 
store closures will 
continue to rise in 
the post-pandemic 
period, compelling 
fashion players to 
rethink their retail 
footprints. Amplified 
by a potential power 
shift from landlords to 
retailers and the need 
to seamlessly embed 
digital, companies will 
need to make tough 
choices to improve ROI 
at store level. 

10.

Work
Revolution

Prompted by 
fundamental changes 
in the way companies 
worked during 
the pandemic and 
the need to drive 
performance in the 
years to come, an 
enduring new model 
for work is likely to 
emerge. Companies 
should therefore 
refine their blends 
of remote and on-
premises work, invest 
in reskilling talent and 
instil a greater sense 
of shared purpose 
and belonging for 
employees who 
continue to reconsider 
their own priorities.

07.

Opportunistic 
Investment

Performance 
polarisation in the 
fashion industry 
accelerated during 
the pandemic as the 
gap widened between 
the best-performing 
companies and the 
rest. With some players 
already bankrupt 
and others kept 
afloat by government 
subsidies, we expect 
M&A activity to 
increase as companies 
manoeuvre to take 
market share, unlock 
new opportunities and 
expand capabilities. 

45% of fashion executives 
expect market share 
redistribution to be a top 
theme in 2021

58% of fashion 
executives consider 
assortment planning 
to be a key area for data 
and analytics in 2021

89% of fashion 
executives expect a 
hybrid model of  
working to be part of  
the new normal

Approximately half of 
European consumers 
have shopped less in 
physical stores since 
lockdowns started

35% of fashion executives 
expect resilience and 
partnerships in the 
supply chain to be a top 
theme in 2021

FASHION SYSTEM

~1/258% 89%
45%

06.

Less is More

After demonstrating 
that more products 
and collections 
do not necessarily 
yield better financial 
results, Covid-19 
highlighted the need 
for a shift in the 
profitability mindset. 
Companies need to 
reduce complexity 
and find ways to 
increase full-price 
sell-through to 
reduce inventory 
levels by taking a 
demand-focused 
approach to their 
assortment strategy, 
while boosting 
flexible in-season 
reactivity for both 
new products and 
replenishment.
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01. LIVING WITH THE VIRUS

The Covid-19 crisis has impacted the lives and livelihoods 
of millions of people, while disrupting international 
trade, travel, the economy and consumer behaviour. 
To continue to manage unprecedented levels of 
uncertainty in the year ahead, companies should rewire 
their operating models to enable flexibility and faster 
decision-making, and balance speed against discipline  
in the pursuit of innovation. 

The pandemic has had a destructive impact 
on the global economy. It is now certain that there 
will be an exceptional slowdown in economic growth 
in 2020, with the International Monetary Fund 
predicting that global GDP will be 6.5 percent lower 
than its pre-pandemic projection, with variability 
across regions. At the same time, governments 
are accumulating huge debts. In just one year, 
global public debt stocks are projected to jump by 
an astonishing 13 percent to 96 percent of gross 
world product, with longer-term effects likely to be 
tax rises, restricted spending and slower growth.5 
Furthermore, few economists predict a recovery to 
pre-crisis levels before the third quarter of 2022, and 
even that prediction is riddled with uncertainty. 

Recovery will likely fall somewhere between 
bullish and bearish scenarios for 2021, based on 
McKinsey Global Institute analysis in partnership 
with Oxford Economics (based on information 
available September 2020). In a more optimistic 

future scenario, the global economy could return 
to 2019 levels of activity by the third or last quarter 
of 2021, with differentiated growth trajectories 
across regions. In more pessimistic future scenarios, 
recovery will take longer and businesses will face 
continued volatility in supply and demand for 
multiple years. 

One segment hit particularly hard by the 
crisis has been international travel, which has almost 
ground to a halt in some geographies. The severity 
of the impact was summed up by Procter & Gamble 
(P&G) Vice Chairman Jon Moeller, when he told 
investors on an earnings call in April 2020 that the 
travel retail business in Asia — which underpins P&G 
brands like SK-II — was simply “gone.”6 For fashion 
and beauty players that are reliant on the travelling 
consumer, there will continue to be concern next 
year. International tourist arrivals are expected to 
contract by 60 to 80 percent in 2020 and McKinsey 
forecasts that international tourism will remain 
subdued until 2023 or 2024.7 8 

Cross-border trade also continued to slow 
significantly in 2020, with port and airport closures 
disrupting flows, which adds to challenges caused by 
ongoing trade tensions and tariff disputes, including 
the deteriorating relationship between China and 
the US and the unknown impact of Brexit on  
UK-EU flows. 

International tourist arrivals are 
expected to contract by 60 to 80 
percent in 2020 and international 
tourism is forecast to remain 
subdued until 2023 or 2024.
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In the wake of these crosscurrents, the 
fashion industry will continue to face a period of 
unprecedented challenges. With that in mind, 
resilience should be at the top of executives’ agendas. 
History reveals just how important it is during  
times of crisis. 

In the aftermath of the 2008 financial crisis, 
companies that were able to foster resilience through 
operational and financial flexibility generated higher 
total returns to shareholders (Exhibit 3). According 
to McKinsey analysis, this manifested across four key 
levers.9 The first was investment in top-line growth 
as early as possible, which accelerated the rebound 
and led to revenue increases of up to 30 percent 
compared with those of non-resilient players. Second, 
companies that addressed key structural costs were 
able to achieve higher productivity — resilient players 
reduced operating costs by as much as threefold. 
Third, a methodical approach to acquisitions and 
disposals led to better performance: specifically, 
divesting and investing early in the recovery paid 
dividends. Finally, deleveraging was a consistently 
productive strategy, with less indebted companies 
faring better than their peers.

The four levers can also be seen through 
the twin rubrics of agility and discipline. Fashion 
companies that adopt these overarching principles 
and turn them into concrete strategies are likely to 
emerge from the crisis in better shape. Indeed, many 
are already doing so. More than 80 percent of leaders 
at consumer and retail companies report they are 
now making and implementing major decisions 
faster than before.10 In March 2020, US jewellery 
brand Kendra Scott rapidly transformed its 108 
US stores into fulfilment centres — a response to 

strains on existing centres due to social distancing 
measures.11 British retailer John Lewis announced 
in the summer it would open concessions with 
fast-growing indoor spinning brand Peloton, rapidly 
responding to the at-home fitness trend that boomed 
during the pandemic.12

As the crisis continues to unfold, brands 
must shape their strategies by quickly grasping 
which trends will remain after recovery and which 
will dissipate. In any event, investment in data 
and analytics is likely to reap benefits. Armed 
with customer insights, companies can reset their 
long-term strategies and redirect investment into 
opportunities that will outlast the pandemic. 

According to our BoF-McKinsey State of 
Fashion 2021 Survey, the most fertile ground for 
these opportunities will be in the areas of digital 
and sustainability, which were chosen by 30 percent 
and 10 percent of executives respectively (see Digital 
Sprint on page 35).

The emphasis on sustainability is also reflec- 
ted in consumer sentiment. More than three in five 
consumers in a McKinsey survey ran in May 2020 
said brands’ promotion of sustainability was an 
important factor in their purchasing decisions.13 14 
In response, numerous companies are stepping up 
their sustainability efforts. Timberland is aiming to 
source all of its natural materials from regenerative 
agriculture by 2030,15 while British department 
store Selfridges has unveiled bold new sustainability 
goals, promising to stop stocking products that are 
not compliant with its new sourcing standards by 
2025,16 and Allbirds has started labelling the carbon 
footprint of each of its products.17 

In 2021, we expect winning brands to be 
those that can define clear, long-term ambitions, 
while demonstrating enough flexibility, speed and 
agility to navigate an uncertain short-term future. 
Brands should reshape their operating models to 
adapt to the faster pace of change and sustain those 
effective new working practices that have emerged 
from the crisis. Since adaptability will be key to 
all of this, brands should identify the threats to 

More than 80 percent of leaders 
at consumer and retail companies 
report they are now making and 
implementing major decisions 
faster than before.

GLOBAL ECONOMY
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their businesses and prepare strategic responses 
across multiple scenarios in order to counter 
uncertainty and facilitate fast decision-making. 
Building cross-functional teams that are informed 
by strategic priorities will give brands the necessary 
agility to respond quickly and capture market 
opportunities. 

Fashion executives need to set aside their 
traditional approaches to budgeting and strategic 
planning to maximise their organisation’s respon-
siveness in the months ahead. Leaders should 
systematically assess the impact of strategic 
initiatives launched since the start of the pandemic 
and re-evaluate their initial assumptions about 
factors like sales and volumes based on real-time 
results. Learnings from 2020 should be used to 
stress-test plans for 2021 and identify key priorities 
for all potential future scenarios. To support this 
fresh perspective on planning, fashion leaders 

will have to reimagine budgeting from a zero-base 
approach, with pre-defined funds allocated to 
different possible scenarios. While brands should 
cut down on secondary spending where possible, 
leaders should be careful not to trim key growth 
investments, notably digital ones, in order to remain 
relevant both during and after the downturn.

We expect in the coming year that leading 
fashion executives will step up their execution 
excellence and delegate decision-making more 
efficiently to ensure better accountability. The 
pandemic has already prompted some players to 
recalibrate chains of command, simplifying deci-
sion-making and enabling greater autonomy down 
the hierarchy and to regional centres. And in an 
increasingly uncertain world, fashion executives 
should also ensure continuous dialogue and infor-
mation-sharing with employees and shareholders, 
fostering communication across the organisation.

01. LIVING WITH THE VIRUS

Exhibit 3:

Resilient fashion companies have historically widened the gap 
with the rest after an economic downturn
TOTAL SHAREHOLDER RETURN (TSR) PERFORMANCE FOR COMPANIES IN THE TEXTILES, APPAREL AND LUXURY 
GOODS INDUSTRY 1

S&P 500Non-resilient companiesResilient companies2

START OF DOWNTURN
(2008)

DURING DOWNTURN 
(2009-2011)

AFTER DOWNTURN
(2012-2017)

67
48

63

153

96 89

296

153
166

SOURCE: MCKINSEY CORPORATE FINANCE PRACTICE

1 Calculated as market capitalisation weighted TSR index of Resilient and Non-Resilient companies in the Textiles, Apparel and Luxury Goods 
industry, includes 862 global Textiles, Apparel and Luxury Goods companies that were trading between 2007-2017

2 Resilient companies defined as having excess TSR CAGR (vs S&P 500 index) between 2007-2017; companies in the remaining 4 quintiles 
are classified as non-resilient companies
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Less than a year after ringing the 
ceremonial bell at the New York 
Stock Exchange to celebrate the 
IPO of the first African start-up 
listed there, Juliet Anammah 
and her colleagues were devising 
an emergency action plan to 
liaise with health ministries 
in the eleven countries where 
Jumia operates. The recently 
promoted executive was used to 
representing the e-commerce 
heavyweight at the highest levels 
of negotiations with governments 
and global business leaders, but 
nothing could have prepared her 
for the agility and diplomatic 
resolve that she and leaders like 
her needed during the pandemic. 

In more ways than one, 2020 
has been a rollercoaster year 
for “the Amazon of Africa.” But 
as an e-commerce platform 

EXECUTIVE INTERVIEW

Jumia: Balancing Speed with 
Discipline in a Crisis

Juliet Anammah 
Chairwoman, Jumia Nigeria;  
Head of Institutional Affairs, Jumia Group

Dubbed Africa’s answer to Amazon, Jumia 
has seized the e-commerce opportunity in 
dynamic markets like Nigeria, Kenya, Senegal, 
Morocco and Egypt, though it didn’t achieve 
the growth levels analysts expected during the 
pandemic. Next year, the e-tailer will be even 
more disciplined about its path to profitability, 
suggests Juliet Anammah, a veteran executive 
at the group. 

— by Robb Young
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selling everything from luggage 
to laptops and food to footwear, 
Jumia remains an attractive 
channel for brands to access 
consumers on the continent, and 
Anammah remains bullish about 
the firm’s prospects in 2021.

How much more room is there 
for Jumia to grow in the year 
ahead and what role do you 
now play in the continent’s 
online acceleration? Is it 
different from the role you 
played in the first eight years 
of growth?
We still have decades of growth 
ahead of us. If you look at the 
penetration of e-commerce on 
the continent, at best, it’s still 
about two percent, three percent. 
There is still a whole lot of upside 
in terms of more transactions 
that we can bring online, and we 
are addressing this in multiple 
dimensions. We’re increasing 
the variety of products that 
can be found on Jumia. Today, 
a consumer can buy virtually 
anything on Jumia [not just] 
fashion products and beauty 
products. They can buy airtime 
[for mobile phones] and pay bills 
on Jumia. And within each of the 
categories where we operate, the 
assortment is growing every year. 
All of these are things that are 
relevant [in terms of our growth 
trajectory in the context of 
Africa’s ever-] increasing  
[e-commerce] penetration rate. 

Some people credit Jumia 
with “revolutionising” 
e-commerce in Africa. Others 
accuse it of being a clone of 
Amazon, citing the successive 
roll-out of services like Jumia 
Prime, Jumia Express and so 
on. What do you say? 
I’d say: one, you don’t reinvent 
the wheel. It makes no sense to 

go and start rewriting the rule 
book on how e-commerce works. 
Consumers [around the world] 
are already used to a certain way 
of interacting with e-commerce 
platforms. It’s important that you 
give them something that they’re 
familiar with — but adapt it.  
So we said, “How will consumers 
trust that the item will be 
delivered to them?” because 
logistics is a big challenge in 
Africa. We had to solve the trust 
question by creating a cash 
on delivery option with three 
attempts to make a delivery, a 
payment solution and all kinds of 
special [service infrastructure].  
I call it adapting the e-com-
merce model for the African 
environment and customising 
it to the African consumer. We 
couldn’t just take a model from 
another region, and then implant 
it in Africa. That wouldn’t have 
worked. But for people to now 
say, “Oh, this is the Amazon of 
Africa,” it means they recognise 
that what we’re doing for Africa is 
what Amazon did in the US. So, to 
the extent that [the “Amazon of 
Africa” nickname] makes me feel 
anything, it makes me feel happy.

Jumia provides a sales 
platform for consumers  
in Nigeria, South Africa,  
Kenya, Côte d’Ivoire, Ghana, 
Senegal, Uganda, Morocco, 
Algeria, Tunisia and Egypt.  
How do you manage to 
optimise the customer 
experience for such a hugely 
diverse group of markets 
with different regulatory 
environments and different 
consumer behaviours across 
that colossal expanse of  
the continent? 
We didn’t have the luxury of 
having big, established logistics 
players that could reach every 

part of the country who were also 
willing to take cash on delivery, 
so we had to create a network of 
third-party logistics providers. 
We just built the systems that 
would allow us to then leverage 
that and the data systems for it. 

That’s impressive. But how 
do you localise Jumia’s 
assortment across African 
nations with so many different 
wardrobe preferences — not 
only between the different 
markets but also within  
each market? 
Assortment differs [by market] 
because we operate across 11 
countries [but] there are certain 
brands that we have partner-
ships with on a global level… But 
if you take Nigeria, for example, 
there are small local designer 
outlets producing affordably 
priced clothing for work [and] 
some creating African native 
fashion for special occasions. We 
also customise our marketing. 
In certain markets, YouTube 
is important and others it is 
different social media. 

To what extent do you feel that 
Jumia’s path to profitability 
has been impacted by 
Covid-19? How do things look 
now in the run-up to 2021?
During the Covid pandemic we 
didn’t need to spend as much on 
sales and advertising as we would 
have done in normal times [so] 
overall, you’ll find that net losses 
were reduced between 2019 to 
2020. Of course, we had taken 
some decisions earlier on about 
staff costs and other operational 
expenditures that matured by the 
second quarter of 2020, which 
held our gross merchandise value 
(GMV) expenses down further. 
In terms of the top line, it wasn’t 
phenomenal growth.  

01. LIVING WITH THE VIRUS
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Some people expected us to see 
triple-digit growth over 2020 
versus 2019. Their perception 
was that the whole of Africa was 
ordering online, which is not the 
case. You need to understand that 
it’s a long-term play for e-com-
merce. It’s not a two-year stint 
and you march on to profitability. 
It takes a pretty long time.  
Where we are right now, we’re 
very much focused on our 
account profitability.

You were the CEO of Jumia 
Nigeria for four years before 
being appointed chairwoman 
in 2020. How have you led 
your team to source the 
right products for the mass 
market?
We are a platform for everyone. 
We’re agnostic. So you have top 
brands from Procter & Gamble, 
and then you also have the dis-
tributors, the small-size wholesal-
ers that bring a lot more variety 
of brands in their portfolio. Then 
of course, we have local sellers 
who bring rich diversity even 

though they may only have 10 to 
50 SKUs in total. You also have 
to remember, these are countries 
going through a very difficult 
period now. [African] consumer 
purchasing power is increasingly 
going to be squeezed so we need 
to bring an assortment that’s 
relevant to the consumer, in 
terms of the price-performance 
ratio. Whether it’s a fast-fashion 
brand from China, a big brand 
from Turkey, or an established 
brand from [Europe or the US],  
to the extent that they have 

assortment and product designs 
that recognise the specific 
price needs of our consumers 
at this point in time, then those 
products will be successful on  
our platform. 

You’ve said that luxury brands 
are definitely not a priority 
for Jumia, but to what 
extent is Jumia interested in 
negotiating more deals with 
global fashion brands from 
the US or Europe, assuming of 
course that their assortment 
is right and their price point 
hits your sweet spot? 
The commercial team are con-
stantly looking at new partner-
ships. Fashion is one of the top 
five or six categories where we’re 
definitely very hungry for new 
partnerships. Having said that, 
the sweet spot, if I remember 
rightly, it used to be between 
$10 to $20. Of course, you also 
have consumers who would want 
higher price points and product 
designs. But what you may 
consider a lower price point from 

a US or a UK perspective, is still 
relatively pricy on the continent. 
It’s looking at how brands rework 
their route to market in such a 
way that they can make products 
available within a $20, $25, $30 
price point reach. What I think 
would be difficult is if those 
brands use their existing route to 
market, they may not be able to 
deliver those price points. 

Are you referring to the added 
margins incurred due to 
distributors?

I think it’s more than that. It’s 
really taking a proper look at the 
entire value chain and asking, 
okay, where do we source? Where 
do we produce these items and 
using fabrics at what price? Who 
are the middlemen and key 
channel partners before it gets to 
Jumia? Fashion brands [that are 
interested in partnering with us] 
have to look at it very critically 
to see where the opportunities 
are to really drive the price down. 
Brand executives would need to 
be assertive about saying, “We 
are focusing on Africa and Africa 
is an opportunity for us.” If this 
is the mindset and objective at 
corporate level, then you have the 
corporate backing which means 
you also have the motivation 
and incentive to really look at 
the entire value chain and route 
to market and figure out how 
to make sure that products can 
ultimately be sold on Jumia at 
$20 and $25. At the end of the 
day, it’s about the different [and 
sometimes competing emerging 
market] priorities that are on the 
CEO’s table. Apart from Asia, they 
also have the Latin American 
market opportunity. So if there is 
no hunger at corporate headquar-
ters saying, “We want to grow in 
Africa,” then it’s not going to work.

Going forward, how much  
heat will Jumia feel from 
online competitors like Konga 
in Nigeria or Takealot in 
South Africa?
There’s so much to be done on 
the continent that, if anything, 
competition is welcome because 
everybody understands there is 
huge, huge potential ahead of us.
This interview has been edited and condensed. 
Additional reporting by Zoe Suen.

EXECUTIVE INTERVIEW

“It’s a long-term play for e-commerce.  
It’s not a two-year stint and you march  
on to profitability.”
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02. DIMINISHED DEMAND

Following the deepest recession in decades, the global 
economy is expected to partially recover next year but 
economic growth will remain diminished relative to 
pre-pandemic levels. Since demand for fashion is also 
unlikely to bounce back due to restrained spending power 
amid unemployment and rising inequality, companies 
should seize new opportunities and double down on 
outperforming categories, channels and territories.

Few fashion companies were spared from 
a fall in consumer spending as demand for discre-
tionary goods plummeted during global lockdowns. 
As a result, the entire fashion industry revenue  
pool in 2020 will shrink by 15 to 20 percent in an 
Earlier Recovery scenario, or by 25 to 30 percent  
in a Later Recovery scenario, according to 
McKinsey Fashion Scenarios analysis (based on 
information available September 2020).18 This 
reflects the extreme severity of the global recession, 
which has been described by the International 
Monetary Fund (IMF) as the worst since the 1930s 
Great Depression.19 

However, the impact on the fashion 
industry will be uneven. Europe is expected to be 
the worst-hit region in 2020, witnessing a 22 to 35 
percent decline in sales, followed by the US with 
a 17 to 32 percent decline. China will likely be less 
impacted, seeing sales drop by 7 to 20 percent.20

Results from McKinsey’s consumer 
sentiment surveys support this prognosis. 
Consumer intent to shop for apparel, footwear, 
accessories and jewellery in September 2020 
was still down by 27 to 35 percent in the US.21 
Meanwhile, consumer intent in China, which is 
further ahead in its recovery, turned to positive  
4 percent in June.22

The challenging environment born out of 
the unprecedented events of 2020 will linger into 
2021, with global fashion sales projected to be 
below 2019 levels by as much as 15 percent in the 
Later Recovery scenario. A full recovery of global 
fashion sales to pre-crisis levels will not come until 
the third quarter of 2022 at the earliest, according 
to McKinsey’s Fashion Scenarios.23 Indeed, fashion 
is expected to be among the slowest-recovering 
discretionary spend categories. 

“Undoubtedly the apparel market has 
shrunk in 2020. People aren’t shopping in stores 
— they’re sitting at home questioning why they 
have so many items in their closets,” said Elizabeth 
Spaulding,24 president of US-based online personal 
styling service Stitch Fix, which laid off 1,400 
stylists in California and is hiring or relocating 
2,000 stylists across other US states throughout 
2020.25 “We’ve just seen extraordinarily accelerated 
demand [since June and] some of the highest 

A full recovery of global fashion 
sales to pre-crisis levels will not 
come until the third quarter of 
2022 at the earliest.
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retention rates that we’ve seen in many years, 
which we think is a signal of people saying, ‘this is 
the way I want to shop in the future.’”

There are other shards of light among the 
gloom, with spending in some regions expected to 
pick up faster than others. Fashion sales in China 
are predicted to return to pre-crisis levels by as 
early as the fourth quarter of 2020 or, at the latest, 
by the first quarter of 2021. In the Earlier Recovery 
scenario, European fashion spend will partially 
recover in 2021 (down by only 2 percent to 7 percent 
compared with 2019), with Germany as a bright 
spot that could reach pre-crisis spending levels by 
the third quarter of 2021. However, the US appears 
set for a slow recovery in 2021, with fashion sales 7 
percent to 12 percent down from 2019, even in the  
Earlier Recovery scenario.26

The pace of recovery will also vary across 
fashion categories and value segments, with some 
pockets of growth despite the continuing economic 
challenges. Looking at market valuations, the 
value and discount segments are the healthiest. 
By October 2020, value and discount players had 
a market capitalisation of 5 percent more than 
in December 2019, while the same figure was -12 
percent for luxury companies and -16 percent 
for the value segment. This reflects longer-term 
industry trends towards polarisation across  
value segments. 27

Earnings reports suggest the luxury 
segment in fashion suffered less than others in early 
2020. Luxury revenues and margins were down 26 
percent and 15 percentage points respectively in the 
reporting quarters falling between February and 
June, while the overall market was down 34 percent 

by revenues and 21 percentage points by margin.28

Indeed, appetite for expensive discretionary 
items is still high among some wealthy consumers 
and is expected to remain so in 2021. Kering has 
reported a steady recovery in mainland China, 
with some brands returning to growth already,29 
while store re-openings there suggest there has 
also been a release of pent-up demand for luxury. 
Indeed, China is driving recovery in the luxury 
segment as Chinese luxury sales already recovered 
to 2019 levels in the second quarter of 2020 and 
are estimated to be up 10 to 30 percent in 2021, in 
comparison to 2019. This reflects a shift of luxury 
spend into China, while the other major economies 
will take longer to recover.30

At the other end of the scale, growing 
inequality and financial uncertainty are prompting 
consumers to seek out value. The IMF is among 
the organisations to note that Covid-19 is likely to 
increase income inequality, with poorer people 
more vulnerable to furloughs and layoffs and 
less able to work from home.31 Overall unem-
ployment is estimated to be 50 to 83 percent 
higher in OECD countries in 2021 than in 2019, 
depending on scenario.32 Some 20 percent of US 
consumers expect the crisis to affect their personal 
or household finances for more than a year, and 
27 percent say they will trade down to more 
inexpensive items to save money.33 

Lockdowns and restrictions on movement 
have strongly influenced consumer choices around 
what to wear, too. The formalwear category, which 
was slowing down prior to the crisis, has been on 
a steeper downward slope since the pandemic 
started. Many players have been suffering, with 
Brooks Brothers filing for bankruptcy, Hugo Boss 

Appetite for expensive 
discretionary items remains  
high among some wealthy 
consumers and is expected  
to remain so in 2021.

Lockdowns and restrictions 
on movement have strongly 
influenced consumer choices 
around what to wear.

GLOBAL ECONOMY
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reporting a year-on-year sales decline of 59 percent 
in the second quarter,34 and T. M. Lewin and Moss 
Bros closing stores, citing customers working from 
home and cancellations of major events as the cause 
of the decline in suit shopping.35 According to the 
BoF-McKinsey State of Fashion 2021 Survey,  
68 percent of fashion executives expect shopping 
for occasion wear to recover earliest by the end of 
2021, while in formalwear, as many as 38 percent 
say it will never return to pre-Covid-19 growth 
levels.36 Stefano Canali, president and chief 
executive of the luxury menswear brand Canali, 
said in June 2020 that he believes the classic, 
traditional suit is “definitely in a deep crisis” that 
will outlast the pandemic.37

We expect increased consumer interest in 
health and wellness to persist beyond the pandemic, 
meaning demand for athleisure and activewear 
will likely continue to be strong in 2021. Athleisure 
and activewear brands have not been immune to 
declining sales, but US sales were down just 2 to 
3 percent year-on-year in August, compared with 
double-digit declines in other apparel categories, 
according to Earnest Research.38 Investors 
appear to be more optimistic about the outlook 
for sportswear than other apparel categories: by 
October 2020, sportswear company stocks had 
exceeded their pre-crisis-levels by 7 percent, while 
the non-sportswear clothing category was down  
18 percent.39 

One driver for the category is an uptick in 
cycling as an alternative mode of transport. Sales 
of bicycles doubled in the US and grew in many 
other countries during the spring lockdown, and the 
growing number of cities implementing more bicy-
cle-friendly mobility concepts points in the direction 
of sustained demand for bikewear and waterproof 
clothes. 40 In early 2020, luxury brand Moncler even 
partnered with the eBike start-up Mate for one of its 
Genius collaboration collections.

More broadly speaking, the casualis-
ation trend that was already in motion before the 
pandemic and that accelerated throughout 2020 is 

likely to emerge as a dominant force across many 
fashion categories in 2021. Indeed, companies that 
were able to ride the surge in demand for casual 
or athletic clothing fared better than analyst 
expectations in the second quarter of 2020, such 
as American Eagle Outfitters-owned Aerie which 
launched new athleisure brand Offline in July.41  
With more flexible working arrangements on the 
horizon for the year ahead, casualwear is only set to 
grow in importance for many fashion players. 

Some companies have been quick to pivot to 
these new consumer dynamics. Dolce & Gabbana’s 
Alta Moda (haute couture) collection normally sells 
lavish, custom-made occasion wear. In the season 
that fell during lockdown, elaborate gowns and 
eveningwear were replaced by a capsule collection  
of kimonos, kaftans and other easier-to-wear items.42 
Meanwhile, formalwear brand Reiss took a hint from 
the success of its more leisurewear-focused pieces 
and launched a new “luxe leisure” collection.43

Looking forward, as demand remains 
subdued in 2021, fashion companies should aim 
to mirror shifts in consumer behaviour across 
their product offering and double down on growth 
hotspots. Strategic plans should reflect “heat maps” 
of better-performing geographies, categories 
and value segments, with ideas road-mapped so 
that companies can respond quickly to opportu-
nities when and where they arise. Investment in 
marketing, new stores and staffing will be best 
directed at geographies in which demand is picking 
up fastest. Product marketing campaigns should 
focus on in-demand categories such as athleisure 

The casualisation trend that was 
already in motion before the 
pandemic and that accelerated 
throughout 2020 is likely to 
emerge as a dominant force across 
many fashion categories in 2021.

02. DIMINISHED DEMAND



28

Th
e 

St
at

e 
of

 F
as

hi
on

 2
0

21

Exhibit 4:

Fashion sales in China are expected to recover in 2020, while 
recovery in the US and Europe lags
FASHION SALES IN THE EARLIER RECOVERY SCENARIO, COMPARED TO 2019, %

ChinaUSEurope
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SOURCE: MCKINSEY FASHION SCENARIOS

GLOBAL ECONOMY

and loungewear and be given a spotlight in prime 
locations like online landing pages.

Brands in formalwear categories, 
meanwhile, can opt to rebalance assortments 
towards a higher proportion of easier-to-wear 
items without compromising on quality. Given 
the ongoing polarisation of demand across value 
segments, it will also make sense for premium 

players to consider whether they have enough 
brand equity to position themselves at higher price 
points. Across categories, however, the underlying 
principle remains the same in the challenging 
environment of diminished demand: winning 
brands will need to act quickly on changes in 
consumer behaviour while staying true to their 
brand identity.

J  F  M  A  M  J  J  A  S  O  N  D

Note: Scenarios intended to provide insight based on currently available information for consideration and not specific advice
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At the beginning of 2020, the luxury 
industry was at the precipice of a seismic shift. 
Consumers were increasingly choosing experiences 
over things, facilitating the rise of the resale and 
rental markets, and inspiring luxury brands 
to move further into hospitality. China, which 
accounted for the lion’s share of growth in the 
market for personal luxury goods in 2019, had never 
been more important to the survival of old brands, 
and the development of new ones. E-commerce 
was steadily gaining market share and, while 
tourism remained a significant revenue-driver for 
luxury brands, growing government regulation was 
already making local customers more important. 

Then the pandemic hit, and “seismic” took 
on a whole new meaning. The global Covid-19 
crisis limited the mobility of even the wealthiest 
consumers because of lockdowns and other travel 
restrictions. In the 2019 fiscal year, EBITA (or 
earnings before interest, tax and amortisation) 
was down an average 3.2 percent, according to the 

McKinsey Global Fashion Index. Economic profit, 
which factors in both explicit and implicit costs, 
was up by 4 percent. Companies big and small, 
successful and struggling, streamlined operations 
in order to account for the sudden dip in sales. 

But it’s not as if shopping halted altogether. 
Consumers, stuck at home worrying about their 
finances, were making buying decisions that would 
have been almost impossible to predict a year 
earlier. Years of online innovation and change 
happened in a matter of months, as brands focused 
on generating revenue from the only channel 
available in many markets: e-commerce.

Brands were motivated to do whatever they 
could to recapture lost revenue online. Still, even 
the biggest companies in the most profitable market 
segments have been hit hard. The luxury and 
affordable luxury segments have proven marginally 
more resilient, with sales shrinking an average 30 
percent and EBITA an average 20 percentage points 
during the quarters falling between February and 

Covid-19 and the New Era 
of Luxury
A potent combination of long-term industry forces and pandemic-induced shocks have forced 
changes the industry had been anticipating for some time. How will luxury catch up now that 
years’ worth of transformation happened in a matter of months?

by Lauren Sherman

Key Insights

• The pandemic has forced a shift away from buying experiences 
to buying things, but brands should prepare for the return of the 
experience economy.

• High-end watches and hard luxury are a strong category in the crisis 
market environment, thanks to their appeal as investment pieces.

• The luxury sector is poised for consolidation led by the biggest players, 
but the pandemic has shown that there is still room for smart young 
independent brands.
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June 2020, compared to the same period in 2019, 
according to McKinsey. Sales of mid-priced fashion 
brands were down 35 percent, with EBITA down 
21 percentage points in the same period, while 
discount players experienced a 36 percent decline 
in sales, struggling under mountains of unsold 
inventory. 

As executives look ahead to 2021 and 
beyond, it is important to consider the longer-term 
ramifications for everything that has already 
happened — and the further changes to come.

The Enduring, All-Important China Factor

Companies that already had a major 
foothold in China, including luxury’s power player 
conglomerates LVMH and Kering, got a head start 
in mitigating the pandemic, as the economic impact 
of lockdowns there were mild in comparison to 
that of the west — and mass testing made it easier 
to track and trace the spread of the virus. Brands 
that generate more than 30 percent of annual sales 
in the Asia-Pacific (APAC) region — including 
Mainland China, Japan, South Korea and Taiwan 
— achieved higher market valuations during the 
pandemic than their counterparts who did not 
have a strong presence in the region, according to 
analysis by McKinsey of 311 fashion companies that 
disclose regional sales figures. On average, APAC-
focused companies boasted a market cap that was 
18 percent higher.44

Luxury brands have long relied on Chinese 
consumers to spend money abroad. But in recent 
years, as government officials put more restrictions 
on daigou sellers of grey-market goods and brands 
worked to harmonise their prices globally, it has 

become more important to win the local customer 
by offering site-specific exclusives and entry-price 
products that appeal to the country’s still-rapidly 
growing middle class. Even as consumers begin 
travelling again when the pandemic is behind us, 
the local customer will remain front of mind. 

“Recovery is going to happen where 
businesses and retailers are not heavily tourist-de-
pendent,” said Robert Burke, a New York-based 
retail consultant who works with clients across 
the globe, from China to South America to Europe. 
“That’s where we are seeing some of the best 
recoveries: where it’s a local shopper.”

Looking ahead, that means cultivating local 
shoppers in other regions too, like Europe, which 
is over-stored and heavily reliant on out-of-the-
country visitors to drive sales. While local China 
customers will keep that market humming, brands 
must also look to cultivate local relationships in 
regions that have recently been more reliant on 
tourism to drive growth. “China is best placed, 
but one region can’t carry an entire industry,” said 
Philip Guarino, a Paris-based luxury advisor. 

The coming years will also force brands to 
recalibrate their strategies in hard-hit regions like 
Brazil and India — and further ahead, make inroads 
on the African continent — where there are growing 
customer bases but also more barriers to entry 
and success. “The industry has an opportunity 
to reset its ‘rest of the world’ strategy,” said Nelli 
Kim, a New York-based advisor to luxury brands 
and retailers. “So many people rely on China as 
the growth engine, [but] there are other emerging 
markets that also need attention.”

 

Years of online innovation and 
change happened in a matter 
of months, as brands focused 
on generating revenue from the 
only channel available in many 
markets: e-commerce.

“Recovery is going to happen  
where businesses and retailers 
are not heavily tourist-dependent. 
That’s where we are seeing some 
of the best recoveries: where it’s a 
local shopper.”

GLOBAL ECONOMY
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From Experiences to Things, and Back Again

For decades, a luxury handbag was the 
ultimate status symbol, especially for the newly 
wealthy. But pre-pandemic, it was already 
becoming clear that customers were looking for 
something more experiential. That’s why luxury 
companies were hyper-focused on creating 
experiences, from Louis Vuitton’s pop-up in 
Chicago’s West Loop to coincide with Virgil Abloh’s 
exhibit at the city’s Museum of Contemporary Art, 
to the influx of hotel residences emblazoned with 
names including Versace, Armani and Bulgari. 

In 2019, market research firm Greenlight 
Insights projected that the global market for 
location-based entertainment would grow to $12 
billion by 2023, at a compound annual growth rate 
of 32.2 percent. As consumers made it clear that 
they were prioritising experiences over things, 
new business models emerged to ensure they 
would keep buying clothes in one way or another 
— from rental to online. But when the pandemic 
hit, travelling, visiting stores and even going out 
to eat became impossible for almost everyone. 
So, curiously, people started buying things again. 
Luxury handbags, shoes and jewellery fared 
better than expected in many cases, even if overall 
consumption was down on pre-pandemic levels. 

By the third quarter of the 2020 fiscal year, 
certain areas of luxury were bouncing back. At 
LVMH, the fashion division — which includes the 
crucial leather goods category — was up 12 percent 
year-on-year, even as overall sales decreased 7 
percent (attributed to challenges in its duty-free 
business), as well as at Sephora, its global beauty 
store. At independent brand Hermès, sales were 

up 7 percent overall, with leather goods, apparel, 
watches, jewellery and home goods all returning 
to growth. At Kering, overall sales fell just over 1 
percent, beating analysts’ estimates by nearly 8 
percentage points. While sales at Gucci fell almost  
9 percent, hot label Bottega Veneta jumped  
21 percent.

Has the culture regressed back to 2008, 
when “it bags” were en vogue? Probably not. It’s 
unlikely consumers will continue to prioritise 
“things” longer-term after the pandemic. Business 
travel may not bounce back as quickly, but tourism 
and experiences are poised to rise in popularity 
once there’s a proven vaccine. Brands must be 
prepared for another sudden shift back to pre-pan-
demic consumer trends. Resale has continued to 
flourish during the pandemic, rental will likely 
experience a comeback too. 

Balancing Casual Luxury and Investment Pieces

Sales of activewear and loungewear —  
anything with an elastic waist — have soared 
through the pandemic, as consumers prioritise 
comfort, work from home, and adopt new exercise 
routines in the hopes of remaining active, even in 

“The industry has an opportunity 
to reset its ‘rest of the world’ 
strategy. So many people rely on 
China as the growth engine, but 
there are other emerging markets 
that also need attention.”
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lockdown. While clothing and footwear brands 
suffered the biggest decline in value — their average 
market cap was down 18 percent and 19 percent 
respectively in October 2020 from December 2019 
— the sportswear segment saw a strong recovery 
and increased by 7 percent. 

But while the global casualisation of the 
wardrobe continues — even in China and other 
parts of the APAC region, where suiting has 
remained a typical work uniform for both men and 
women — it won’t be the end-all. “Men have felt the 
need to change up their wardrobes,” Burke said. 
“It’s about casual, not athleisure.”

In fact, most experts believe that the men’s 
high end ready-to-wear market will continue to 
expand, whatever the future business-casual 
wardrobe looks like. “There is more innovation 
there,” Kim said, noting the launch of the Air 
Jordan Dior collaboration as an exciting fashion 
moment that was also genderless in its appeal. 

“The young people are shopping — and a lot 
of young men,” added Sharifa Murdock, co-owner 
of Liberty Fashion & Lifestyle Fairs, which includes 
Capsule. “They’re shaping the culture.” 

But not every category is winning with these 
important cohorts. “Watches under 1,000 Swiss 
francs [approximately US $1,090] are doomed,” said 
Elsa Berry, founder of luxury M&A advisory firm 
Vendôme Global Partners, referencing the lower 
end of the market’s growing irrelevancy in the face 
of digitisation. 

“High-end watches and solid luxury 
jewellery, however, are remarkable in several 
aspects.” Not only are one-off watches and fine 
jewellery considered investment pieces, they are all 
also benefiting from the general trend in self-gift-
ing, including a “serious level of interest” in the 

Chinese market. “The Chinese consumer used to 
buy jewellery for the weight of gold; now they’re 
buying it because it’s beautiful. It’s a wonderful way 
to show their personality, their taste level and to 
discreetly stand out.”

Chinese group Fosun acquired a majority 
stake in French jewellery brand Djula in late  
March 2020 through its Yuyan subsidiary in the 
midst of the pandemic, which she said is evidence 
that there is market confidence in the category’s 
growth potential. 

Personalising Retail Everywhere

In 2019, e-commerce made up between 10 
and 15 percent of global luxury sales, with Europe 
and China at the lower end of the range and the US 
at the higher end. By 2020, the figure had risen by at 
least 50 percent across all three regions, according 
to McKinsey. At online luxury marketplace 
Farfetch, second-quarter sales were up nearly 75 
percent from a year earlier to $365 million. Gross 
merchandise value — or the cost value of goods sold 
on the site — was up 48 percent. By October, the 
average market capitalisation of internet retailers 
was up 42 percent from December 2019.45 

Single brand retailers from Nike to Louis 
Vuitton also saw an uptick online, which they 
attributed in part to personalising the shopping 
experience in every channel. 

In the past, the “one to one” experience, as 
Nike calls it, has been reserved for only the top tier 
of customers. Now fashion brands must make every 
customer’s experience feel more unique through 
a mix of artificial intelligence, human recommen-
dations and direct contact with salespeople using 
client communication apps and customer relation-
ship management tools. This won’t be easy to scale, 
as it requires a mix of sophisticated technology 
and a savvy, well-educated salesperson. “It’ll be 
interesting to watch how they do it — and if they can 
do it,” Kim said. 

One outcome may be fewer, larger transac-
tions. “So many consumers have shifted to digital 
that an older demographic is now converting,” 
said Adam Freede, chief executive of US-based 

Most experts believe that the 
men’s ready-to-wear market will 
continue to expand, whatever the 
future business-casual wardrobe 
looks like. 

GLOBAL ECONOMY
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Madaluxe, a third-party distributor for fashion 
brands. “Customer acquisition costs per order have 
come down.”

Whatever happens, the physical retail store 
will be as important as ever — even if there are 
fewer of them overall. “Stores are really going to 
have a heyday,” Berry said. “[Changed consumer 
behaviour] is going to put pressure on the stores 
that do exist to be super interesting.” 

Big Guns and Creative Independents
 

The luxury industry was already busy 
consolidating long before the pandemic, as giants 
squeezed out mid-sized brands unable to compete 
with the scale of strategic conglomerates. While 
each brand in a conglomerate’s portfolio commonly 
pursues independent strategies, synergies at the 
group level mean brands still benefit in just about 
every area across talent acquisition, marketing 
spend, retail footprint and supply chain. Those best 
positioned to prosper in the next phase of industry 
growth are conglomerates like LVMH and Kering 
and vertically integrated independents like Chanel 
and Hermès, companies that have the ability to 
directly manage inventory and can easily stop and 
start production. 

“If you don’t have your supply chain, 
e-commerce, etc. up and running in all markets, 
then you’re a weakened player,” said Anne Line 
Hansen, founder of AH Advisory, a boutique 
European consulting firm. “Without the infra-
structure, mid-sized brands are better off being 
consumed by a group.”

However, Berry believes there may be an 
opportunity now for mid-sized brands to come 
together and form new entities that are better 
positioned to go up against the giants. “The world 
has become very complicated… but [conglomer-
ates] are going to get too big,” she said. “There is 
going to be some consolidation between mid-sized 
companies that are more family- and culture-driv-
en and less corporate.”

And yet, industry consolidation does not 
mean upstarts will be edged out completely. During 
the pandemic, many young, independent brands 

have actually thrived. Some because they operate 
on such a lean budget — using the pre-order drop 
model to drive sales — and weren’t weighed down 
by excess from the spring season. Others managed 
to gain mindshare because they have been nimble 
enough to react rapidly to changing customer 
sentiments — either by creating relevant products 
or responding to cultural movements in a sensitive, 
authentic way. 

While the conglomerates are certainly safer 
than most, a crop of independent brands in the 
accessible luxury space, including Brooklyn-based 
Telfar, Los Angeles fashion collective Brain Dead 
and sweatpants connoisseur Entireworld, made 
waves and sold out product, proving that there 
is still room for smart, original ideas that appeal 
to the next generation of luxury consumers, who 
are more attuned to false marketing. The luxury 
customer of 2020 is well-educated about the 
product and has high expectations, and they’re only 
going to become more knowledgeable in the years 
to come. 

“Niche brands are willing to test and listen 
to what their consumers want,” Hansen said. “It has 
forced everyone to be more creative.” 

“If you don’t have your supply 
chain, e-commerce, etc. up and 
running in all markets, then 
you’re a weakened player. Without 
the infrastructure, mid-sized 
brands are better off being 
consumed by a group.”

IN-DEPTH
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03. DIGITAL SPRINT

Digital adoption has soared during the pandemic, 
with many brands finally going online and enthusiasts 
embracing digital innovations like livestreaming, 
customer service video chat and social shopping.  
As online penetration accelerates and shoppers demand 
ever-more sophisticated digital interactions, fashion 
players must optimise the online experience and 
channel mix while finding persuasive ways to integrate 
the human touch.

With the global pandemic keeping people at 
home, 2020 may be remembered as the year in which 
fashion retail made a definitive shift online. Over a 
period of just eight months, e-commerce’s share of 
fashion sales nearly doubled from 16 percent to 29 
percent globally, jumping forward six years’ worth of 
growth.46 There are of course clear winners from this 
behavioural shift, with online marketplaces faring 
especially well. Zalando saw new customers rise by  
39 percent year-on-year in April47 and Farfetch posted 
a 74 percent uplift in revenue in the second quarter, 
compared with the same period the previous year.48 
Meanwhile, digital traffic to the websites of the top 
100 European brands surged by 45 percent in April, 
compared with March.49 

The relative strength of digital channels was 
reflected in stock market performance too. While 
the fashion industry as a whole saw net declines in 
valuations, digital players were more resilient than 
their physical peers. From January to October, 
internet retailers had on average 42 percent higher 
valuations than other listed fashion companies, when 
indexing stock prices to December 2019.50 Adobe 
Analytics analysis of fashion e-commerce site visits 
shows the widening gap between the best and the rest. 
While overall US and EMEA digital revenues grew 
24 percent year-on-year in the period of January to 
September 2020, the top 5 percent grew revenues 220 

percent, while the bottom 25 percent declined by  
2 percent.51

Over the next year, momentum in 
e-commerce will only accelerate. Fashion executives 
see digital as the biggest opportunity by far for 2021, 
with 70 percent of executives expecting growth of 
more than 20 percent in their e-commerce channels.52 
The trend will be led by China, followed by Europe 
and then the US — markets in which online sales 
are expected to grow 9-14 percent, 7-12 percent and 
approximately 3 percent respectively according to 
McKinsey Fashion Scenarios (based on information 
available September 2020).53 

The dynamic e-commerce landscape in 
Southeast Asia is also expected to present fashion 
players with new opportunities. “We have been 
witnessing a profound structural shift to digital- 
isation across our market,” said Forrest Li, the chief 
executive and co-founder of Sea Limited, during an 
earnings call in August 2020.54 Sea Limited owns 
Shopee, an online shopping platform, which has 
localised sites for Singapore, Indonesia, Vietnam, 
Thailand, Malaysia and the Philippines.

As online channels continue to prosper, it is 
likely that physical retail’s struggles will persist, and 
we expect to see fashion companies continuing to 
close stores in 2021. One example among many so far 
was Inditex’s announcement that it would close up to 
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1,200 stores worldwide and focus on digital growth.55 
Diane von Furstenberg said it would close all of its 
stores and move to a digital-only model.56 

“Retail isn’t dead, but boring retail is dead,” 
said Rania Masri, chief transformation officer of 
Chalhoub Group, a Dubai-based retail and distribu-
tion company that partners with global luxury brands 
across the Middle East.57 “It’s always multi-layered, 
it’s not just about tech, it’s also about the people and 
how they work together in order to change and develop 
the experience we want to offer.” 

To maximise impact amid a rapidly changing 
channel mix, fashion players must find new ways 
to excite customers and encourage them to engage 
online. History shows us that, in a disrupted macro 
environment characterised by shifts in consumer 
behaviour, excellent customer experience yields 
financial results as well as opportunities for 
companies to recalibrate their propositions. Following 
the 2008 global financial crisis, customer experience 
leaders posted three times higher shareholder returns 
than laggards.58 This is an important point for brand 
executives to appreciate because there is a new 
picture emerging around brand loyalty. During the 
coronavirus pandemic, consumers across countries 
have indicated they are willing to move away from 
their favourite brands and to experiment more. In 
fact, over 60 percent said they switched brands or 
retailers in the early part of the year.59

In China, innovations such as livestream 
commerce have captured the imagination and helped 
to bridge the gap between physical and digital by 
bringing human interaction to the digital shopping 
experience. The trend started as early as 2016 with 
the launch of Alibaba’s Taobao Live. Three years later, 
Chinese livestream revenues amounted to $63 billion. 
They are set to rise to $138 billion in 2020, according 
to Coresight and iResearch,60 having been boosted 
significantly by lockdowns. The number of sellers 
on Taobao Live grew by 719 percent in February 
alone.61 Influencers have also proven their value in the 
livestreaming environment, in some cases generating 
more sales in a few hours than department stores do 
in a day.62 

“Customers are craving newness, and 
livestreaming is a safe and exciting way for us to 

deliver exactly that, especially at a time where some 
customers are not able to join us in stores,” Josie 
Zhang, president of Burberry China, explained in her 
introduction to Burberry’s Tmall livestream session 
in March 2020, which garnered 1.4 million views and 
resulted in many of the featured products selling out 
within an hour.63

With so much buzz around the channel in 
China, it is little wonder that global brands, including 
Ralph Lauren, Levi’s and Burberry, have begun 
to experiment with it.64 However, luxury players 
are discovering that it is challenging to maintain a 
gilded and distinguished brand positioning while 
creating the kind of natural, chummy atmosphere 
that the medium requires. Nonetheless, we expect 
many fashion brands to continue to trial and refine 
livestream strategies for China in the year ahead.

Despite its early hiccups, Livestream is 
starting to gain traction outside of China, with US 
livestreaming revenues expected to hit $25 billion 
by 2023.65 Livestream commerce is also likely 
to accelerate in 2021 as big tech firms and social 
media innovations enable direct online checkouts. 
Instagram introduced in-app checkout for Instagram 
Live in August 202066 and TikTok hosted its first 
shoppable livestream in the same month.67

Other new digital opportunities are leading 
to creative solutions for marketing, design and new 
revenue streams across the fashion industry.  
A partnership between Ralph Lauren and Snap Inc., 
for example, will create virtual branded apparel for 
avatars,68 while other collaborations exist between 
fashion companies and video games. A deal between 
Louis Vuitton and the League of Legends introduced 
in-game skins designed by Creative Director Nicolas 
Ghesquière to accompany a real-world capsule 
collection, and Net-a-Porter in China launched 
Animal Crossing skins showcasing Spring/Summer 
collections of local brands, connected by QR codes  
linking to products on the e-tailer’s Tmall store.69 
With no end in sight for the trend towards increased 
screen time and digital interaction, virtual fashion is 
likely to emerge as a not insignificant opportunity for 
brands both as a revenue stream and as a channel for 
product discovery.

CONSUMER SHIFTS
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In other emerging digital trends, messaging 
apps leveraging remote clienteling are proving 
their value in supporting consumer purchasing 
decisions. From Japan’s Line to Russia’s Telegram, 
the apps provide marketing, customer service and 
social commerce opportunities, tapping hundreds 
of millions of users. At the height of the pandemic, 
Chinese retailers capitalised on people’s desire for 
human interaction by publishing QR codes to link 
consumers with sales reps in hundreds of brand-based 
WeChat groups.70 In Brazil and other Latin American 
markets where WhatsApp is popular, offline retailers 
leveraged the app for remote shopping. 

Where it is not possible to integrate human 
interaction into the digital experience, artificial intell- 
ligence (AI) is likely to play an increasingly prominent 
role in boosting conversion, giving customers the 
chance to experiment with virtual try-ons powered 
by augmented reality. Several brands are now using 
these formats, including some formerly digital-resist-
ant luxury watch players such as Grand Seiko.71 The 
growing appetite for AI makes a lot of sense. Shopify 
found that conversion rates increased 250 percent for 
products that were supported by try-on technology.72

To support the digital customer journey, 
many fashion companies are now investing to elevate 

omnichannel ecosystems across platforms. As retailer 
app downloads surge, brands are building next- 
generation apps featuring storytelling and elements 
that connect digital experiences to physical stores, 
such as in-store self-checkout. At Burberry’s “social 
retail store” in Shenzhen, China, omnichannel has 
been woven into the shopping experience; customers 
are rewarded with social currency for online and 
offline engagement on the brand’s WeChat’s mini- 
program — exchangeable for free menu items at the 
in-store café.73 

In the coming year, we expect brands to 
elevate the online customer experience even further, 
as digital is augmented with physical, and vice versa, 
in increasingly sophisticated ways. To power up 
e-commerce growth, the digital customer experience 
and behavioural insights will be the top two priorities 
for data and analytics in 2021, according to fashion 
executives.74 In addition, brands will leverage 
innovations including integration of social shopping, 
reviews, gamification and personalisation, aiming to 
create a richer digital experience. One departure from 
the past, however, is that fashion players will need to 
be much shrewder with their investments to focus on 
those innovations that deliver on the bottom line. 

03. DIGITAL SPRINT

Exhibit 5:

The share of online fashion sales is expected to remain high in 2021
SHARE OF FASHION SALES FROM ONLINE CHANNELS (EARIER RECOVERY SCENARIO), %

Note: Scenarios intended to provide insight based on currently available information for consideration and not specific advice 

SOURCE: MCKINSEY ANALYSIS; EXPERT INTERVIEWS; EUROMONITOR INTERNATIONAL LIMITED, APPAREL 2020 EDITION AND LUXURY GOODS 2019 EDITION,  
SHARE OF E-COMMERCE SALES (FOR 2019)
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Kering: Fast-Tracking a 
Digital Upgrade

Grégory Boutté
Chief Client and Digital Officer, Kering 

The man tasked with leveraging digital to 
create an integrated customer experience at 
the group behind Gucci, Saint Laurent and 
Bottega Veneta says that it’s ‘full-steam ahead’ 
for e-commerce growth in 2021. The challenge 
will be to reinvent Kering’s sprawling store 
network for ultra-connected luxury consumers 
on multiple platforms. 

— by Robert Williams

The primacy of digital has been 
a long time coming for luxury, 
but even as discovery shifted to 
platforms like Instagram and 
WeChat, the sector was slow to 
embrace online retail. When 
stores shuttered during the first 
half of 2020, however, the critical 
importance of e-commerce 
became immediately apparent. 
Kering, for one, saw its share of 
online revenues more than double. 

Momentum in e-commerce 
channels will continue to grow in 
2021, but with long-haul tourism 
still frozen and store traffic 
struggling to rebound, the French 
luxury giant’s chief client and 
digital officer faces a challenging 
environment for omnichannel 
in the year ahead. Not only does 
Grégory Boutté have to find a way 
to make Gucci’s network of nearly 
500 stores relevant in an over-
whelmingly digital world, he also 
has to fast-track an e-commerce 
overhaul at Kering’s other billion- 
dollar-plus brands like Saint 
Laurent and Bottega Veneta. 

EXECUTIVE INTERVIEW
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You’re Kering’s chief client and 
digital officer. Can you tell us a 
bit more about the connection 
there? 
I think François-Henri [Pinault]’s 
vision in creating this role was 
that digital is the means to an end. 
My job is about starting from the 
clients, leveraging digital to create 
the best experience for them.

For all Kering brands except 
Gucci — including Saint 
Laurent, Balenciaga, Bottega 
Veneta and Alexander McQueen 

— Yoox Net-a-Porter had been 
operating their e-commerce 
businesses via a joint venture 
until this year, when you were 
set to move those functions in-
house. Why? 
If a quarter of our business and 
so many of our interactions with 
clients are going to happen online, 
we want to control that experience. 
We think our clients want to move 
seamlessly between the different 
channels: making it so if you buy 
online you can pick up in store, you 
can book an appointment in-store 
online, you can reserve a product 
to try on, you can buy online then 
return it in-store. The only way to 
build those bridges is if you control 
both sides of the equation.

Those sort of click-and-
collect services and in-store 
appointments are no doubt 
more important since the 
pandemic, even if we’d already 
been hearing a lot about this 

“omnichannel” approach in 
recent years. Are there any 
other ways you plan to blend 
online and offline services for 
the next phase?
One area where we accelerated 
some efforts on omnichannel is 
distance sales, making it so a client 
visiting our e-commerce site can 

actually interact with sales associ-
ates in the store. So, if a customer 
says yes to using the feature, a 
sales associate in the store could 
chat with the customer, or even do 
a video and have them show some 
particular products and even close 
a sale. We’ve piloted that in some 
regions with a programme called 
Gucci Live and we’re getting an 
amazing response from our clients, 
both in terms of qualitative 
feedback and conversion. 

Before the pandemic, McKinsey 
had forecast that e-commerce 
would account for around 20 
percent of overall luxury sales 
by 2025. Kering exceeded 
that forecast in some regions 
this year, five years earlier 
than expected. After such a 
rapid surge, will online sales 
channels still grow next year?

Our e-commerce revenue during 
the first half of 2020 went from 
6 percent to 13 percent of overall 
retail revenues year-over-year. In 
North America we were as high 
as 26 percent e-commerce — so 
already ahead of the 20 percent 
McKinsey expected for 2025. I 
expect e-commerce to continue 
to accelerate in the coming years, 
because this is addressing a fun-
damental trend in our business. 
We’re seeing a lot of the luxury 
growth coming from younger 
generations as well as Chinese 
customers aspiring to buy our 
products, and the common theme 

between those two populations is 
that they’re ultra-connected. Of 
course, in terms of the share of 
e-commerce it will normalise a 
bit, since a lot of [what] we saw in 
the first half of the year has been 
driven by our retail network being 
closed. But I think it will be at a 
much higher level than expected 
prior to the pandemic. 

One trend we’ve been seeing in 
the digital space in recent years 
has been faster growth for big 
brands while smaller brands 
underperform. What’s driving 
that polarisation online?  
Do you think that gap will 
continue to widen next year? 
That’s not just online; it’s a gen-
eralised phenomenon that digital 
is a part of. Building a luxurious 
experience online and building a 
digital footprint is very hard to do 

and requires significant invest-
ment. To have an e-commerce 
platform that is global, that is 
also omnichannel, is incredibly 
hard. And if you want to have an 
impactful social media strategy, 
that’s also very hard because it’s 
not just one platform: you have to 
adapt your content for Instagram, 
Facebook, Line in Japan, WeChat 
in China, and KakaoTalk in Korea. 
Building relevant content for 
each of those requires a lot of 
investment. So bigger brands — or 
brands that are part of a bigger 
group — can do this better.

“If I had one [piece of] advice for a small brand 
that’s not part of a group like ours, it would be 
to really pick their battles. My advice would 
be do a few things extremely well, and delight 
a niche of customers.”

03. DIGITAL SPRINT
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Without that kind of group 
investment, how can a small, 
or a medium-sized brand be 
the exception, and really win 
some visibility online?
If I had one [piece of ] advice for 
a small brand that’s not part of 
a group like ours, it would be to 
really pick their battles. When you 
look at a brand like Gucci which is 
going after every opportunity in 
the digital space, it’s very tempting 
to try to go after all of those oppor-
tunities too. My advice would be 
do a few things extremely well, 
and delight a niche of customers. 
Trying to do everything could 
result in being average, and not 
cutting through the noise.

We’ve heard so much in recent 
years about the importance 
of e-commerce for Chinese 
luxury consumers, especially 
those who buy through very 
advanced digital channels in 
China’s own distinctive online 
environment. What are Kering 
brands doing to scale up 
activity in this space? 
E-commerce is huge in Asia, but 
when you look at luxury, it’s still 
very nascent. That’s something 
that not everybody understands. 
The ecosystems are incredibly 
different from what we are used 
to here, as “.cn” e-commerce sites 
are less popular in China than 
[their “.com” counterparts] in 
Europe and the US, and there are 
some very specific players you 
have to work with. [But] Gucci 
has launched its [Chinese] site 
and we’re seeing tremendous 
traction there, and we are also 
building our presence in [the 
country’s] very specific ecosystem. 
We’ve opened flagship stores for 
some of our brands on [Tmall’s] 
Luxury Pavilion and we’re also 
opening WeChat stores. This is 
an extremely fast-moving market 

where we see new platforms and 
new usage happening all the time.

Could this diversity of 
approaches — being available 
to buy on WeChat, Tmall, or 
even livestream channels your 
brands have experimented 
with — open up luxury 
brands to a greater risk of 
counterfeiting? I would have 
thought you’d prefer to train 
customers to know there’s 
only one or two places to buy 
genuine Gucci or Saint Laurent, 
for example? 
This allows us to have better 
control rather than creating more 
risk. Our clients are incredibly 
savvy and they understand where 
they can find genuine products. 
They understand which channels 
are controlled by the brands they 
aspire to engage with and it makes 
the other channels look not as 
attractive. When we build our 
presence in a way that’s relevant 
for our brands in those parts of  
the ecosystem, I think we’re 
adding trust. 

What sort of tech should we 
expect to see more of in your 
brick-and-mortar stores? 
There have been a lot of “store 
of the future” innovations 
touted in recent years, and I’d 
be curious to know which ones 
you see actually taking off? 
We’ve not made huge investments 
in IT like connected mirrors, 
but rather focused on tools that 
aren’t visible to our clients, which 
augment the performance of 
our sales associates. We want to 
leverage that human contact as 
opposed to digital for the sake 
of digital. We have an app we’ve 
developed in partnership with 
Apple, which allows the store 
associates to check stocks in real 
time so they don’t have to leave 

the clients. For clients who accept 
to be identified, the sales associ-
ates can also access their purchase 
history and recommend products 
and sizes based on past purchases. 

You also have clienteling, managing 
contact details in the app so that 
the sales associates can reach out 
at a distance. This has proven 
to be absolutely critical in the 
context of the pandemic. During 
the lockdown with the retail stores 
being closed, sales associates could 
stay in touch with clients and 
do distance sales. Then as stores 
reopened, they could prepare 
appointments and reach out to 
customers in a personalised way.

We’ve also been hearing 
more about zero-inventory 
concepts this year as brands 
are trying hard to not hold 
stock. Some designers are even 
experimenting with a  
pre-order model. Are those 
ideas relevant for Kering’s 
brands in the luxury sector, 
perhaps as a return to the old 
model of couture?
We’ve been rolling out algorithms 
that use AI to forecast sales for 
new products. What we’ve built 
so far is 20 percent more accurate 
than what we had been doing 
[before]. Zero stock is definitely 
something we aspire to, but it’s 
further down the road since we’re 
still in the early days of being 
able to predict exactly how our 
products are going to sell. We do 
use pre-orders sometimes, but 
we’re not going to switch to a 
model where we would produce 
on-demand for customers. Part of 
the magic of the in-store experi-
ence is being able to try a product 
in the store and then have it imme-
diately. We want to keep that.

This interview has been edited and condensed.
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China was the first major global 
economy to return to substantial 
growth following a record con-
traction in 2020. Malls have since 
reopened in cities from Beijing to 
Wuhan and — with global travel at 
a standstill — home-bound luxury 
shoppers have been spending 
more than ever in the mainland. 
A lot of this activity is online, 
much to the benefit of major 
players like Alibaba-owned Tmall, 
which unveiled a new outlet 
channel Luxury Soho to comple-
ment Luxury Pavilion, its core 
sub-platform that works with 
almost 200 luxury and designer 
brand partners. 

Though the rivalry between 
Tmall and JD.com continues to 
dominate China’s fashion e-com-
merce market, both face growing 
competition from smaller 

Alibaba: Innovating for 
China’s Advanced Ecosystem

Mike Hu
Alibaba Group Vice President and General 
Manager of Tmall Luxury, Fashion and FMCG 

The luxury sector’s reliance on the Chinese 
market has been further amplified by a slow 
recovery from Covid-19 in the west. Mike Hu, 
the executive who manages relationships with 
luxury brands like Burberry, Versace and 
Cartier for Alibaba-owned Tmall, says that  
the e-commerce giant will employ a new 
‘three-dimensional model’ of retail to meet  
its 2021 targets. 

— by Casey Hall and Zoe Suen

03. DIGITAL SPRINT
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upstarts. But Mike Hu is not 
worried. The executive in charge 
of luxury, fashion and FMCG 
at Tmall says the firm’s wealth 
of consumer data and suite of 
tailored tech innovations like 
livestreaming will keep it on track 
to meet some of its lofty targets 
next year.

During the widespread 
outbreak in the mainland in 
January 2020, there must 
have been a lot of uncertainty 
within Alibaba Group — as 
with all Chinese companies 

— about business prospects 
for 2020. But we’ve since 
witnessed China’s strong 
economic rebound from 
Covid-19. How do you assess 
Tmall’s recovery since then?
Since the pandemic we’ve seen 
some very obvious phenomena. 
The first is that because a lot of 
people can’t leave the country, 
they’re shopping more domes-
tically. As early as July, online 
sales of luxury products were 
already back to pre-pandemic 
levels. Second, we’ve seen luxury 
brands accelerate their digital 
transformations. For example, 
an increasing number of brands 
have chosen to open flagship 
stores on Tmall. More and more 
brands are now positioning 
Tmall as their second official 
website [in China]. Third, we’ve 
seen more brands start to use 
Tmall to reach consumers from 
lower-tier cities. Brands may slow 
down their expansion of physical 
stores offline, given the uncer-
tainty of the pandemic, but they 
can leverage Tmall to approach 
consumers in [cities that are not 
first- or second-tier].

We’ve been hearing about 
the growth of China’s lower-
tier city consumption power 

for quite some time. How 
significant will this be next 
year for online channels in 
the post-pandemic market 
environment in categories 
such as luxury, for example?
Luxury brands are especially 
interested in discussing with us 
about how and whether Tmall can 
reach fourth- and fifth-tier cities 
now. We think livestreaming is 
very important in this regard. 
Currently, around 60 percent of 
our livestreaming audience is 
from lower-tier cities. 

Tmall has spent many years 
courting international 
brands. Now that we are 
living with the virus and 
the global economic reality 
it has created, do you see 
any remaining hesitation 
on the part of luxury brands 
to embrace new digital 
innovations in China’s  
unique ecosystem?
A more digital way of doing 
business is now essential for 
luxury brands, because at the 
heart of their business, they 
care about the experience of 
the customer. This is Alibaba’s 
obvious strength. We research 
people’s preferences and explore 
new styles and new brands for 
them. We’re shifting to more 
of a customer to business 
(C2B) model; this is a huge 

change. This means that we 
see [things through the lens of 
the] customer and we don’t just 
focus on whether he or she buys 
something. We closely observe 
their behaviours, interests, likes, 
scrolling, attention, interest, 
purchasing and loyalty — we can 
see all sides clearly. In China, 
we call this strategy gong zhen 
(strategic resonance); brands and 
Tmall move in tandem in order to 
develop a common language and 
find the right way forward in the 
market. 

The outlook for global luxury 
consumption remains 
uncertain, meaning major 
high-end brands will be 
relying on Chinese sales more 
than ever. What are your 
expectations and plans for 
Tmall’s fashion, beauty and 
luxury categories over the 
next year?
Over the next two years we 
hope to increase the number of 
luxury brand flagship stores on 
Tmall by more than 100 percent 
annually. This is a goal we believe 
will be easy to achieve given the 
current trajectory. First, we want 
to cultivate consumers’ online 
shopping habits. After all, offline 
shops have limitations. This 
new generation is the Wi-Fi 
generation so [we need to ask 
ourselves], “How do we use 
Tmall to give them new products 
and more specialised products?” 
Additionally, we are in an age of 
content. How do we use short 
videos and livestreaming to help 
luxury brands reach more users? 
Over the next few years, we need 
to engage in deeper discussions 
with the big groups — LVMH, 
Kering and Richemont — about 
our three-dimensional model of 
online and [physical] retail. We 
are not only focused on digital 

CONSUMER SHIFTS

“Over the next two 
years we hope to 
increase the number 
of luxury brand 
flagship stores on 
Tmall by more than 
100 percent annually.”
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growth: we would also like 
to make offline stores a more 
interactive, elevated experience. 
This would involve cooperating 
on many fronts, from content to 
social media to B2C to supply 
chains and consumer behaviour. 

What about smaller brands?
We hope to add more niche 
brands to our platform — labels 
that may be well-known in their 
home markets and have a long 
history but remain unknown to 
Chinese consumers. Take the 
Italian luxury brand GCDS, which 
launched its Tmall store in 
August. Also, how should brands 
with 50 years of history but that 
are new to our market engage 
with Chinese shoppers? We’re 
trying to find ways to accelerate 
their journey and find success 
here.

Covid-19 has fundamentally 
changed the way people 
shop on a global level. Can 
the same be said of Chinese 
shopping habits and the way 
consumers engage with online 
marketplaces, such as Tmall? 
How will the pandemic impact 
future consumption trends  
in China?
The pandemic has had a limited 
impact on high-net-worth indi-
viduals as they have a higher risk 
tolerance. Younger consumers 
and especially those from lower- 
tier cities, however, have been 
affected. In the future, I believe 
consumers will be more cautious 
in their spending and show more 
interest in low-cost products. In 
other words, the wallet share 
of consumers from lower-tier 
cities will [eventually] decrease. 
Meanwhile, we are also seeing 
an increase in consumption for 
household goods. Short-distance 
travel has also gained in popu-

larity. Given this, we are putting 
emphasis on domestic consump-
tion scenarios and are paying 
attention to categories that have 
the potential to sell well.

Brands will continue to 
jostle for Chinese customer 
engagement in an increasingly 
crowded market. How can 
Tmall help brands reach 
Chinese consumers in new 
ways in 2021?
Every year we develop a joint 
business development plan with 
these groups and develop projects, 
products and solutions for their 
needs. Estée Lauder [Companies], 
for example, has been with us 
for four or five years exclusively 

— they don’t want to sell through 
too many channels as this makes 
it hard to control pricing and 
promotions. Burberry and Cartier 
follow the same exclusive part-
nership model. We have a whole 
package that helps brands target 
commodity management, mem-
berships and [related] services. 
Different brands have different 
sales models and therefore 
require different solutions. 

What will be the next big 
technological advance that 
Tmall focuses on? Will the 
livestreaming boom of this 
year carry on in 2021?
We’re really confident about 
the prospects of livestreaming, 
particularly as an interactive 
tool for young consumers. But 
its characteristics will change. 
There will be a greater diversity 
of broadcasters. Today, it’s 
mostly KOLs [influencers known 

locally as Key Opinion Leaders], 
celebrities and sometimes 
executives of companies that use 
livestreaming to sell products 

— this mix is likely to broaden 

in the future. During this year’s 
6.18 Mid-Year Shopping Festival, 
around 40 percent of livestreams 
were hosted by big brands. This 
percentage is expected to grow 
to 70 to 80 percent during the 
upcoming 11.11 Shopping Festival. 
By next year’s 6.18 Shopping 
Festival, we expect that even 
more brands will host their own 
livestreaming shows. Finally, 
we also see a new trend among 
luxury brands of using short 
videos to mix with livestreaming 
to further secure the quality of 
visual content while connecting 
with their consumers. 

This interview has been edited and condensed.

“We are not only focused on digital growth:  
we would also like to make offline stores a 
more interactive, elevated experience.”

03. DIGITAL SPRINT
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04. SEEKING JUSTICE

Fashion’s impact on the environment has 
been in the crosshairs of public perception for 
some years, as environmental activism increased 
in prominence and brands started to become more 
transparent about their practices. Now, social 
justice and human rights issues are gaining a higher 
share of voice in the conversation about the fashion 
industry’s pressing need to improve its sustaina-
bility credentials. While it is yet to be seen whether 
consumer attitudes will translate into tangible 
changes in purchasing behaviour, it is certain that 
the pandemic has amplified public awareness of 
social injustice in the supply chain. 

Indeed, as factories closed in early 2020, 
orders were cancelled and payments were deferred 
or renegotiated, the plight of the 40 to 60 million 
global garment workers impacted by the crisis 
became even more visible to consumers.75 Suppliers 
across the world were reported to have lost over 
$16 billion in revenues between April and June 
2020.76 In May, labour rights activist Kalpona Akter 
painted a stark picture of the plight of garment 
workers. “Everyone in the supply chain needs to 

understand that all the… cancellations [and] not 
getting money is put on the workers’ shoulders,” 
said the founder and executive director of the 
Bangladesh Centre for Worker Solidarity, in an 
interview for The Business of Fashion Podcast.77 
“Why is it always us that has to suffer, even in this 
pandemic?”

There are signs that the fashion-buying 
public is taking action to demand better treatment 
of workers in the value chain. Thousands of 
consumers worldwide have participated in the 
#PayUp campaign, which calls out brands that 
have not committed to pay for in-production or 
completed orders during the Covid-19 crisis, which 
consequently puts millions of vulnerable workers 
at risk. As public concern and campaigns grow, a 
growing number of brands have started to look at 
more fundamental changes in their purchasing 
practices (see Deeper Partnerships on page 70). 

But manufacturing is not the only area 
under scrutiny. The social justice spotlight has 
turned to all aspects of the fashion value chain, 
from the fields where textile fibres are grown to 
the stores that stock final products. When the 
Arcadia Group, whose high street brands include 
Topshop and Dorothy Perkins, attempted to award 
as little as 50 percent of notice pay to some head 
office staff facing redundancy, the combination of 

With garment workers, sales assistants and other  
lower-paid workers operating at the sharp end of the 
crisis, consumers have become more aware of the plight 
of vulnerable employees in the fashion value chain.  
As momentum for change builds alongside campaigns 
to end exploitation, consumers will expect companies 
to offer more dignity, security and justice to workers 
throughout the global industry.

The pandemic has amplified public 
awareness of social injustice in the 
supply chain.
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negative press, campaigner action and a union’s 
threat to take legal action compelled the company 
to reverse the decision.78 However, at the same 
time, there are many instances of accusations of 
poor worker treatment or unfair compensation 
at warehouses and logistics centres that persist 
without intervention.

Consumers are demanding more from 
brands in their engagement with socio-political 
values, too. Kantar Monitor research found that 
54 percent of consumers believe brands “have an 
important role to play in social conversations about 
issues like #MeToo and race relations,”79 but when 
brands fall short, consumers are quick to call them 
out. Brands that jumped on the Black Lives Matter 
movement with tokenistic marketing messages 
have faced accusations of hypocrisy, while many 
brands have been called out for having all-white 
upper management teams. 

In the year ahead, the longer-term trend of 
citizen activism will continue, boosted by social 
media and a widening gap between the rich and 
poor exacerbated by the pandemic. Gen-Z, which 
will account for more than 40 percent of global 
consumers in 2020, will lead the charge as the most 
politically active age group on social platforms.80 In 
the US, research by the Pew Research Center shows 
younger cohorts are most likely to encourage action 
online and to use hashtags relating to political or 
social issues.81

Still, the overall picture remains complex. 
Often, the strongest critics of brands are not their 
biggest consumers, and infringements of social 
justice or human rights do not always translate to 
declining sales. UK-based Boohoo Group saw its 
share price dive in July 2020 amid allegations that 
its factory forced employees to work when sick, on 
a wage of as little as £3.50 (approximately $4.50) 

an hour.82 An independent review commissioned 
by the brand and carried out by Alison Levitt QC 
found that the allegations of “unacceptable working 
conditions… are not only well-founded, but are 
substantially true.”83 In Boohoo’s response to 
the review, Group CEO John Lyttle said that the 
company would need to “go further and faster” to 
improve its governance and compliance.84 However, 
the company’s sales still rose nearly 50 percent 
quarter-on-quarter and its share price recovered 
fairly quickly. 85 86 

Clearly, there is often a gap between 
consumer attitudes on social justice issues and 
their purchasing decisions. What is unclear, 
however, is how long the gap will last. In an August 
2020 survey by McKinsey, 66 percent of consumers 
said they would stop or significantly reduce 
shopping at a brand if they found it was not treating 
its employees or suppliers’ employees fairly.87 

Among marginalised communities, 
consumers increasingly expect fashion companies 
to put money behind their stated values when it 
comes to racial injustice. It is with this in mind 
that Aurora James, the founder of sustainable shoe 
and handbag brand Brother Vellies, launched the 
15 Percent Pledge, a non-profit that campaigns for 
diversity in the fashion industry by challenging 
retailers to dedicate 15 percent of shelf space to 
Black-owned businesses.88 “Historically, less than 
1 percent of venture capital money has gone to 
Black individuals,” said James, in an October 2020 
interview with BoF.89 “It’s not that Black people 
aren’t already ideating on amazing products or 
creating them on their own, it’s that they don’t have 
the resources to package them and put them out in a 

66 percent of consumers said they 
would stop or significantly reduce 
shopping at a brand if they found 
it was not treating its employees or 
suppliers’ employees fairly.

Consumers are demanding more  
from brands in their engagement  
with socio-political values.

CONSUMER SHIFTS
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way that’s going to work for those resources.” 
In many countries, heightened citizen 

awareness is helping to build momentum for new 
employment legislation, though it is important to 
note that labour laws have historically been poorly 
enforced. The European Commission, for example, 
has committed to setting rules for mandatory 
corporate environmental and human rights due 
diligence, which is in a discussion phase as of 
October 2020,90 while in Germany there are plans 
to enforce protection of supply chain workers.91 
Meanwhile, Middle Eastern states including Qatar 
and Lebanon are taking steps toward abolishing 
the punishing “kafala” (sponsorship) employment 
system for migrant workers.92 However, progress 
does not always follow an upwards trajectory — 
India cleared new labour codes in September 2020, 
raising concerns that workers could be fired by 
employers more easily,93 and in California, a new 
bill to protect garment workers was deprioritised 
from discussion in the 2020 legislative session.94

Now it is time for fashion companies to 
adhere to the highest standards of human rights 
and social justice issues across business operations. 
The key in these endeavours should be authen-
ticity and action, which can be achieved through 
meaningful engagement with trade unions,  
direct worker engagement, non-profits and workers’ 
rights watchdogs. 

Companies should focus on transparen-
cy and concrete plans to support commitments 
as a first step. Introducing concrete changes 
to purchasing practices are crucial, such as 
ringfencing labour costs in negotiations as a way 
to pay workers in the supply chain a living wage. 
Finally, decision-makers expecting furloughs, 
layoffs or shifts to temporary contracts should 
prepare workers for any changes and resist the 
temptation to cut corners at a time in which 
employees — and their personal finances — are 
increasingly under strain.

Exhibit 6:

Two-thirds of consumers indicate they would stop or significantly reduce 
their spend with brands who mistreat their employees or suppliers
% OF RESPONDENTS

SOURCE: MCKINSEY FASHION SCENARIOS: CONSUMER SURVEY IN GERMANY, UK AND SPAIN, AUGUST 2020

I would stop 
shopping at 

that brand

I would 
significantly 

reduce shopping 
at that brand

My shopping 
behaviour would 

not be affected

I would slightly 
reduce shopping 

at that brand

34

33

15

18
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Like all fashion companies 
dependent on a mostly physical 
retail model, Louis Vuitton was 
hit hard by the crisis. Profits at 
parent company LVMH plunged 
by 68 percent in the first half of 
2020. But revenues bounced back 
in Q3 when sales in the fashion 
and leather goods group at LVMH 
were up 12 percent year-on-year, 
led by a strong performance 
at Vuitton, which succeeded in 
engaging local customers and 
driving sales online. 

All the while, Vuitton was also 
working hard to polish off its 
sustainability credentials, comm- 
unicating them openly in a 
dedicated new section of its  
consumer-facing website 
launched in September. The 
visible shift in strategy under-
scores the growing importance 

EXECUTIVE INTERVIEW

Louis Vuitton: Hardwiring 
Accountability in a State of Flux

Michael Burke
Chief Executive, Louis Vuitton 

Louis Vuitton — the largest luxury brand in 
the world by revenue before the Covid-19 crisis 
— was hit hard by the pandemic. But Chief 
Executive Michael Burke led the company to 
a healthy rebound by engaging local clients 
and driving sales online. Now, the seasoned 
executive is calling for a return to the original 
values of luxury, which he says are key to 
creating a more sustainable business model. 

— by Imran Amed
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of transparency throughout the 
luxury supply chain. As he looks 
ahead to 2021, Chief Executive 
Michael Burke is more cognizant 
than ever of the responsibility 
Louis Vuitton bears to protect 
people and the planet — and that 
his customers will increasingly 
hold him to it. 

What have you learned and 
taken away thus far from this 
crisis? 
Who said this, was it Churchill? 

“Planning is useless, but having 
a plan is indispensable.” I guess 
what that means is when the shit 
hits the fan you need to have a plan, 
but having a plan before the shit 
hits the fan is not that useful. It’s 
really a statement to the impor-
tance of resilience and agility. 
That’s what we really stressed in 
those six months. That’s how we 
got through it in better shape than 
when we entered it. Vuitton is a 
better company today than six 
months ago.

In what ways? 
Well, it killed the last remnants of 
the past, of the [late] 20th century. 
That was not a good period for 
luxury. Financially it was — but 
we had strayed from the real 
values of luxury. It was about 
rolling out identical strategies; it 
was about replicating what you 
did in Paris; it was about stand-
ardising your windows and being 
very proud of it. It was about all 
these un-luxury values.

Some people have called  
that the “McDonaldisation”  
of luxury.
It’s quite clear, and it’s unfortu-
nate that it’s correlated to size. I 
think you wrote about that, and 
it’s true, which is dangerous. 
Our ecosystem is absolutely 
dependent on suppliers and small, 

upcoming houses that change 
and disrupt. If we start losing 
too many small brands and if we 
start losing too many suppliers, 
it’s going to weaken the entire 
ecosystem. 

Size also comes with 
responsibility to do right 
by the people in your supply 
chain, the employees that 
work in your stores and in 
your factories, the planet, the 
communities we live in. How 
do you balance the priorities 
of various stakeholders 
now that it’s not only about 
optimising profit?
Yes, it’s a responsibility. The 
bigger and the more successful 
you are, the more you should be 
held to that responsibility,  
because satisfying all these 
stakeholders is only possible 
with a long-term approach. The 
problem is not compromising. 
You have to make compromises if 
you set realistic, short-term goals. 
If you have long-term goals you 
will satisfy all your stakeholders, 
so the responsibility boils down 
to long-term thinking. If you want 
to satisfy everybody, you can only 
do it by having a longer outlook 
than the market has. 

What does it mean to be  
a responsible employer  
right now?
Well, from an employment 
perspective, it’s being mindful 

of the type of jobs we’re creating. 
We create jobs but they have to 
be jobs that people actually want 
to occupy. So that goes to the 
work environment, that goes to 
the diversity of the job. The little 

industrial revolution at Louis 
Vuitton has been that today, a 
craftsman will typically only 
work a couple of days or a couple 
of weeks on a different product. 
They will change to make other 
products in the course of a week 
or a month, which makes for a 
much more interesting job, much 
less repetitive. It reduces a lot 
of the stresses on joints and 
whatever problems you have 
when you’re actually making 
products. This is all made by hand. 
So there will be consequences 
of people working with hands 
and leathers and brass and nails 
and wood, [but] we need to make 
sure that environment is the best 
possible environment.

I don’t know the last time you 
went to a Vuitton [atelier], but 
every centimetre is thought in 
those terms, down to the rubber 

“Our ecosystem is absolutely dependent on 
suppliers and small, upcoming houses that 
change and disrupt. If we start losing too 
many small brands and if we start losing 
too many suppliers, it’s going to weaken the 
entire ecosystem.”

“If you want to satisfy 
everybody, you can 
only do it by having a 
longer outlook than 
the market has.”

04. SEEKING JUSTICE
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mats they stand on, to the noise 
pollution. The noise levels have 
been divided by a factor of three 
in the last 10 years. The air quality, 
all of the actual physical work 
environment has to be appropri-
ate for this day and age. The jobs 
have to be interesting. 

The other thing is empowerment. 
When the crisis really accelerated, 
the only way to work [was] to fully 
empower people. The things that 
we’ve done in the last three or 
four months are good examples. 
The [Louis Vuitton menswear] 
show in Shanghai was cast locally 
and produced locally. The local 
teams were fully empowered to 
not just do a repeat show, but an 
original show. That show would 
have never happened before. We 
got away from this neo-colonial 
approach where everything 
happens in New York, London, 
Paris or Milan and gets trickled 
down through the various 
[markets] and they replicate; 
that’s gone, that’s finished. 

I also turned every one of our 
10,000 sales employees into store 
managers. We went into the crisis 
with 450 stores, we came out 
of the crisis with 10,000 stores, 
because every single salesperson, 
when they were stuck at home, 
we empowered them through 
software that we wrote in 10 
days to not just interact with 
the clients, but also to actually 
close the sale. Each client advisor 
became a self-standing store 
with access to all the inventories 
throughout the zone, they could 
sell any product to anybody. So 
sales associates became store 
managers, a store managed by one 
person. This is how we were doing 
30 or 40 percent of our business 
with all stores closed. 

I saw the work that you’ve 

been doing around gender 
equality, but what are you 
doing specifically on the 
side of racial diversity and 
representation?

I find that when you have a 
supposedly immovable problem 
one way of solving it is attacking 
it from both ends, which means 
hiring some very, very visible 
senior people and putting them 
in positions of power, not just 
representative positions, but 
actually power positions. In 
other words, they themselves 
will be able to hire; they them-
selves have substantial budgets. 
They themselves will be able to 
influence the messages that come 
out of the company, and you know 
I’m talking about Virgil [Abloh]. 
That’s on one end of the spectrum 
and the other end of the spectrum 
is when we hire our junior exec-
utives, we need to make sure that 
we have the right balance. 

Let’s talk about the 
management teams though. 
At the very senior levels 
of companies like Vuitton, 
you are still just relatively 
homogenous as a group, 
especially when compared to 
the customer base that you’re 
engaging with.
Not if you look in the stores, 
look at the store managers, it’s 
very diverse and it represents 

the client base. If you go in the 
studios, it’s extremely diverse. 
White, heterosexual, middle-aged 
men are the minority. So it’s 
happening. Does it still have a way 

to go? Yes. Can we accelerate?  
Yes, but it’s happening.

And, in this environment, 
how does Louis Vuitton think 
about engaging in politics? 
Thinking back to the opening 
of the Vuitton factory in 
Texas with Donald Trump and 
the reaction — not just from 
your consumers and followers 
on social media, but even 
Nicolas Ghesquière. 
[Nicolas] has the right to have his 
own opinions, that’s an absolute 
right at Louis Vuitton. I’m not 
going to muzzle him, but I can 
tell you that there were many 
people in America that disagreed 
with his comments, just like there 
were many people that agreed.  
At Louis Vuitton, you have the 
right to have your own opinions 
and actually to express them. 
How much better can I do than 
that? I think that is a very  
democratic approach.

How does all of this work so 
that you get it communicated 
to the ultimate stakeholder, 
your customers? 
Louis Vuitton, seven or eight 
years ago, was, I would say, more 

“We went into the crisis with 450 stores, we 
came out of the crisis with 10,000 stores, 
because every single salesperson, when they 
were stuck at home, we empowered them 
through software that we wrote in 10 days to 
not just interact with the clients, but also to 
actually close the sale.”

CONSUMER SHIFTS
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introverted, in its bubble — very 
successful but a bubble. In 
the meantime, I think, Louis 
Vuitton has become a much more 
diverse environment, embracing 
diversity wholeheartedly. Vuitton 
is much more plugged-in with 
what’s happening outside its own 
ecosystem, which nourishes the 
creativity that we see and which 
creates not just great PR and 
images, but also great relation-
ships with clients that are truly 
high-end. 

This has to do with opening up 
Vuitton to the world. Success 
breeds insularity and that’s one of 
the things that you have to be very 
mindful of when you’re in my job 
is to ensure that insularity does 
not become stifling. Insularity is 
good when it has to do with your 
provenance, where you come 
from, your uniqueness, but you 
have to battle to make sure that 
you stay plugged-in with what’s 
happening around you all over 
the world.

That’s why we embraced the 
digital world. Six, seven years 
ago, we were attempting to use 
the digital world to maintain 
one-directional communication 
from the brand to the client. Now, 
these social platforms have been 
absolutely embraced by Vuitton, 
but they’re not run out of Paris. 
You can’t; it’s culturally impossi-

ble to do, logistically impossible 
to do. The clients, they want 
immediacy, they want that trans-
parency, they want authenticity 
and they want to be in the context. 
They want to hear the message 
through their loudspeakers. So we 
went from being a fairly insulated, 
insular, successful company to a 
much more diversity-embracing 
company that is extremely suc-
cessful in the digital world, which 
means being totally contextual-
ised, totally empowered locally 
and extremely agile and quick, 
and not fixated on controlling 
every last piece of information, 
because that’s just not possible.

Look out for the full interview with 
Michael Burke on The Business of 
Fashion in January 2021.

Disclosure: LVMH is part of a group of investors 
who, together, hold a minority interest in The 
Business of Fashion. All investors have signed 
shareholders’ documentation guaranteeing BoF’s 
complete editorial independence.

This interview has been edited and condensed. 

“The clients, they 
want immediacy, 
they want that 
transparency, they 
want authenticity 
and they want to be 
in the context.”

04. SEEKING JUSTICE
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Global tourism had been growing strongly 
prior to the pandemic, a trend that contributed 
to the importance of travel retail and destination 
shopping for the global fashion industry. In fact, 
travel and tourism growth outpaced GDP growth 
over the past decade, driven by strong growth in the 
Asia-Pacific region.95 Before the pandemic struck, 
global airport sales were predicted to grow 6 percent 
in 2020.96

 Now, of course, all of that has changed, 
and international arrivals globally are expected to 
drop by 60 to 80 percent in 2020.97 

Disruptions have profoundly impacted 
tourism hotspots and the fashion retailers 
operating in them. Destinations across the Southern 
Mediterranean sub-region of Europe and its 
periphery saw a 73 percent decline in international 
arrivals in the first half of the year, while those in 
the Northeast Asia sub-region posted an 83 percent 
decline.98 Across the board, popular destinations 
such as Thailand, Macau, Hong Kong and Singapore, 
all of which usually attract millions of tourists, 
saw very few arrivals. Hong Kong was particularly 
hard-hit, having welcomed 91 percent fewer tourists 
between January and September 2020 compared to 
the same period the year before.99 

Retailers in other major shopping hubs 
have also seen significant losses, as high-spending 
tourists from China, Russia and the Middle East 

stayed away from European fashion capitals like 
Paris, Milan and London. French luxury department 
store Galeries Lafayette said it was facing a €1 billion 
(approximately $1.17 billion) loss in 2020, while its 
Italian counterpart La Rinascente expected a 20 to 
25 percent drop in annual revenues.100 “There are 
some great [shopping] districts around the world 
[but] it’s a real problem for districts to reinvent 
themselves [now],” said British department store 
Selfridges Group Managing Director Anne Pitcher.101

Scenario modelling by McKinsey and Oxford 
Economics suggests the pandemic lifecycle of the 
travel industry will consist of four stages: a crisis 
period, a recovery from the pandemic, a recovery 
from the economic downturn, then eventually a new 
normal, with the recovery’s timing and pace varying 
across regions (based on information available 
September 2020).102 

05. TRAVEL INTERRUPTED

The travel retail sector remains severely disrupted and 
destination shopping suffered throughout 2020. With 
international tourism expected to remain subdued next 
year and shoppers experiencing further interruptions to 
travel, companies will need to engage better with local 
consumers, make strategic investments in markets 
witnessing a stronger recovery and unlock new 
opportunities to keep customers shopping.

Retailers in other major shopping  
hubs have also seen significant losses, 
as high-spending tourists from China, 
Russia and the Middle East stayed 
away from European fashion capitals 
like Paris, Milan and London.
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Uncertainty is expected to continue into 
2021 and recovery will likely be focused initially 
on domestic and neighbouring-country travel. 
However, international tourism may not return 
to pre-pandemic levels before 2023 or 2024. This 
chimes with fashion executives’ sentiment about 
the recovery timeline for the travel retail sector. In 
our BoF-McKinsey State of Fashion 2021 Survey, 66 
percent of executives expect it to take at least two to 
three years for travel retail sales to recover to their 
former growth levels.103 

The faster recovery of domestic and nearby 
-country travel already began to play out in 2020. In 
China and Europe, intra-regional travel picked up 
over the northern hemisphere summer, which saw a 
gradual increase in the number of flights.104 Booking 
of domestic flights in China recovered to pre-Covid 
levels in August and more than 600 million people 

travelled during China’s National Day Golden Week 
in October,105 106 providing some support to domestic 
retail.107 108 109 In North America, more than 90 
percent of trips in August were undertaken by car, 
revealing the extent to which consumers shifted to 
domestic travel.110

However, not all markets will recover at the 
same speed or to the same extent, as some are more 
dependent on global shoppers than others. The 
slower recovery of luxury sales in Europe compared 
to other geographies highlights the impact of absent 
luxury consumers, especially those who normally 
travel from China and other Asian countries. 
Even in a positive scenario, Europe is expected 
to see its luxury sales decline by 23 to 28 percent 
in 2021 compared to 2019 in the Earlier Recovery 
scenario.111 

CONSUMER SHIFTS

SOURCE: MCKINSEY TOURISM RECOVERY MODEL, MCKINSEY TRAVEL LOGISTICS AND INFRASTRUCTURE PRACTICE

Exhibit 7:

Travel recovery is expected to evolve across four stages, with 
both economic and health factors reshaping the market

1

2

3

4

Crisis year
Peak pandemic accompanied by 
systematic lockdowns, consistent travel 
restrictions and reluctance to travel.

Pandemic recovery
Governmental restrictions gradually 
ease as outbreaks are contained, and 
consumers slowly regain trust in safe 
travel.

Economic recovery
Restrictions on travel have mostly 
disappeared and public confidence in 
travel is back to normal. The economy 
slowly recovers.

New normal
Return to normal for the majority 
of travelers. Some sectors remain 
affected by secular shifts in consumer 
behaviour and preference.

Additional impact of pandemicUnderlying economic impact

1 2 3 4

Crisis year 
2020

Travel restrictions Structural 
changes to 
travel

Economic downturn

Emotional reluctance  
to travel

Historical

Pandemic recovery 
2021–23

Economic recovery 
2024–25

New normal 
2026+



56

Th
e 

St
at

e 
of

 F
as

hi
on

 2
0

21

With global travel hubs expected to remain 
relatively quiet throughout 2021, shopping at 
duty-free and luxury outlets will continue to shift 
towards China as retailers in these sectors double 
down on their efforts in the wider region. Swiss 
duty-free retailer Dufry, which was replaced as the 
world’s number one by China Tourism Group DF 
in 2020,112 plans to focus its recovery on Asia. In 
2020, Hong Kong-based DFS Group acquired a 22 
percent stake in Shenzhen Duty Free Ecommerce 
Co, signalling the growing importance of mainland 
hubs. Outlet player Value Retail said in April that 
China was a priority, after seeing strong growth in 
2019 and in the period after lockdown in 2020.113 

“Mainland China has become the place 
where all the purchase power is trapped,” said Mauro 
Maggioni, Asia-Pacific CEO of Golden Goose.114 
The Italian luxury sneaker and apparel brand 
is planning to open a store in Hainan, a tropical 
island in southern China, which is attracting major 
investment as a domestic tourism hub.

Given that footfall in destination stores 
and travel retailers will remain dampened by the 
decrease in tourists, brands will need to think 
creatively about how to address the “discovery 
problem” that will emerge in the customer’s path 
to purchase. In a bid to tackle this, some players 
are devising ways to get closer to their priority 
consumer groups. Brazilian beachwear brand 
Havaianas, for example, announced a $50 million 
investment to increase its footprint and visibility 
across the Asia-Pacific region.115

Some players that have relied heavily on 
international tourism will continue to adjust their 
offerings to cater to the local market, in a bid to woo 

domestic customers. We therefore expect to see 
changes to assortments, in-store staff profiles and 
marketing.116 Galeries Lafayette, which previously 
generated 50 percent of revenue from interna-
tional tourists, said it will focus on Parisians and 
French tourists for the 2020 holiday season.117 US 
department store Bergdorf Goodman has similarly 
developed new initiatives targeting affluent New 
Yorkers, and started offering same-day delivery to 
the Hamptons during the summer.118 

Meanwhile, retailers with a high share 
of products associated with holidays and travel 
will continue to adapt their offerings. Samsonite 
Group, for example, has said it will shift away from 
suitcases and towards everyday products like 
day-to-day bags.119 Luxury brand Rimowa started 
its own sunglasses line, extending its product range 
beyond its recognisable aluminium suitcases.120 

As consumers continue to settle into 
travel restrictions and ongoing social distancing 
measures in 2021, brands should develop short- and 
medium-term responses to this new environment 
and align their assortment with evolving consumer 
demands. They should carefully monitor regional 
trends to capture opportunities, such as new 
domestic travel patterns and short shopping trips.

But fashion brands should continue to 
prioritise engagement on a local level, both in their 
home markets to compensate for the lack of tourism 
and overseas to reach customers where recovery 
from the pandemic is gaining ground. Despite a 
positive outlook in China, brands should not make 
hasty decisions about the market; instead they 
should plan a strategic approach informed by the 
latest market intelligence that will differentiate 
them from their peers over the longer term. 

Finally, executives must also start planning 
for a post-Covid world by ensuring that they will be 
able to capitalise on the excitement that is unleashed 
once the pandemic is over, as consumers return to 
long-haul destinations and large social gatherings 
such as weddings, festivals and cultural events.

CONSUMER SHIFTS

In North America, more than 90 
percent of trips in August were 
undertaken by car, revealing the 
extent to which consumers shifted 
to domestic travel.
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Selfridges had ambitious plans 
for 2020. The luxury department 
store chain had emerged from 
a decade of retail disruption 
in a better position than many 
competitors and was preparing 
to launch a grand new strategy 
focused heavily on sustainability 
to drive future engagement and 
growth. The pandemic hasn’t 
changed that conviction, but it 
has delayed the retailer’s plans 
and put it in a more precarious 
position. 

With five department store 
businesses under its umbrella — 
Selfridges in the UK, Arnotts and 
Brown Thomas in Ireland, De 
Bijenkorf in the Netherlands and 
Holt Renfrew in Canada — the 
Selfridges Group is in the eye of 
the global retail storm. Not only 
are its stores located in historic- 
ally busy, city-centre locations 
where high-spending tourists 
are now largely absent, luxury 
sales remain in a slump across 
most of its markets. Amid the 
gloom, Managing Director Anne 

EXECUTIVE INTERVIEW

Selfridges Group: Managing the 
Pivot to Local Shopping

Anne Pitcher 
Managing Director, Selfridges Group

With the retail ecosystem in flux, even the 
strongest players are endangered by the 
pandemic and its aftershocks. The boss behind 
UK-based Selfridges Group, whose portfolio 
includes luxury department stores across 
Europe and Canada, explains how customer-
centric thinking and a return to local shopping 
could unlock retail’s recovery.

— by Sarah Kent and Hannah Crump
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Pitcher says she also sees exciting 
opportunities.

Some industry commentators 
say that this is an opportunity 
to reinvent retail. How do you 
see the industry evolving in 
the coming years?
Retail is part of an ecosystem, 
isn’t it? Retail depends in part on 
office workers being back in the 
office, and there’s also a materi-
ality attached to international 
travel. Most importantly, how the 
customer wants to shop and what 
is important to us as individuals 
is changing the entire business 
model. What was bad in retail 
before is probably not going to 
survive. What was super chal-
lenged before is definitely not 
going to survive. What was good 
before probably will, but we will 
have to reimagine the way we  
do retail, reimagine the way we 
sell, reimagine our business 
models completely, if we’re 
going to respond to all of these 
changing behaviours. 

This year, Selfridges has set 
targets for brands stocked in 
its stores to meet minimum 
sustainability standards by 
2025. That’s a big ask.  
At the same time, you’ve also 
had to make some difficult 
decisions over the last few 
months about order volumes 
and product mix. How do 
you manage that kind of 
relationship in a sustainable 
manner and with respect?

Let’s not hide from the truth. 
It’s really hard. I always try and 
advocate that a great business 
relationship is one where both 
do well, where both succeed, [by] 
trying to find a way where both 
generate profitability. It doesn’t 
always work. Some of our most 
important partners are in terrible 
difficulty. That leaves a big hole in 
our mix, but there’s lots of oppor-
tunity out there as well. I hope 
many people would say of our 
businesses that we pay our bills, 
and that’s a good start. I would 
like most to say we’re fair. Fair but 
tough is a good place to be.

There’s so much talk  
about “rewiring” the fashion 
industry. How is that affecting 
business from a buyer’s 
perspective?
Buyers and wholesalers are 
having a really tough time right 
now. This is where a level of 
trust is emerging as critical to 
the relationship and will make 
us stronger in the longer term. 
The reality is, no retailer has 

received enough stock quickly 
enough, which is forcing much 
longer sale periods before stock 
is replenished. We’ve probably all 
made more profit out of having a 
longer sale, but only because new 
[product] hasn’t been delivered 
as soon as it was [previously]. 
That’s good, except we haven’t 
taken in as much money because 
we haven’t had the new deliver-
ies. I think a new business model 
is emerging. It’ll take a couple 

of years at least to bed in, and 
somebody will always want to 
get there first. We will have later 
spring deliveries, which is going 
to make the whole Black Friday 
week and Christmas, hopefully, 
look very different. We don’t have 
Black Friday in our group, but 
we’ve all been trying to reduce the 
scale of activity that peaks around 
Black Friday week. It’s unsustain-
able, absolutely unsustainable. 

Are people going to buy as 
many clothes as they used 
to through the rest of the 
pandemic and afterwards or 
do you think apparel should 
have a smaller part in the 
merchandise and service mix 
in stores? In other words,  
was the opening of Selfridges’ 
bike shop in London during 
the pandemic a sign of things 
to come?
We cannot continue to consume 
at the rate we have, so there is a 
huge question that we need to 
answer. We will probably end 
up selling less, won’t we? At the 
moment, we are still selling very 
beautiful things, so I think it’s a 
question of choice, not always, 

“Can I afford it?” The throwaway 
[purchase] is definitely, for 
us, slowing down but [buying 
something] that will last for years, 
I think that is definitely going to 
emerge. If we are going to sell less, 
what are we going to put in these 
great big spaces that are shops? 
We’ve got loads of things we can 
do, and the experience sits at the 
centre of that thinking.

What kind of experiences, 
particularly in a socially 
distanced world?
Department stores are lucky, 
because they are by necessity big, 
open spaces. There’s still so much 
art, food, culture, conversation, 

“We cannot continue to consume at the rate 
we have, so there is a huge question that we 
need to answer. We will probably end up 
selling less, won’t we?”

CONSUMER SHIFTS



59

relevance. We’ve used our cinema 
non-stop to create conversations. 
The skate park is still fully booked. 
There’s a lot more that people can 
do in a space than just buy stuff. 
Being together, even if socially 
distanced, is one of the main ones. 
For anyone to go out, there needs 
to be a purpose and that’s how we 
need to think about the way we  
do business.

What about international 
travel and tourism? In 
the past, Selfridges has 
invested heavily in wooing 
international customers, with 
translations, multilingual 
staff, tax-free shopping 
services and so on — not only 
for the London flagship but for 
its branches in Birmingham 
and Manchester. How do you 
manage the decline and what 
do you need to do to entice 
local customers more?
It’s [an] opportunity to focus on 
your local customer and your 
domestic marketplace again. 
That’s why I would point to the 
recovery being stronger outside 
capital cities. All of our business-
es are very local, but there is a 
huge opportunity to continue 
to build domestic business. You 
can start with a pretty strong 
assumption that digital is going 
to continue to over-deliver on 
2020 plans, so [there will be] 
more investment in digital, more 
investment in acquiring, attract-
ing and growing a relationship 
with domestic customers. One 
of the things we have done well 
in the past is invite people into 
the store for events. We’ve found 
that we’ve reached a much wider 
audience with some of our recent 
digital conversations, turning 
them into customers of the future. 

At least for the foreseeable 
future, online is so much more 
important. There are already 
quite a few established online 
luxury marketplaces, how 
does Selfridges distinguish 
itself in that space and 
become a destination digitally 
in the same way that it is 
physically? 
Somebody said to me, “How do 
you turn a department store into 
a customer store?” [Customers] 
don’t care how they shop, really. 
They definitely care about who 
they shop with, and why they 
would shop with that business, 
brand or person. I think that’s 
what we do. We put our thinking 
in the hearts and minds of our 
customers and try to bring a con-
versation to life with them that 
touches how they feel. I’ve always 
believed that being able to bring 
a brand to life for a customer, 
however they want it, whether 
they want to go in the shop, have 
a social day out with a friend, or 
whether they want to sit at home 
and buy online, I think it’s the 
same, in a way. Our strength 
is we have both, and I believe 
wholeheartedly that the more 
we can knit the two together, the 
stronger we will be. 

But what if international 
travel can’t really pick back 
up, and the UK is in a deep 
recession?
Well, there’s going to be fewer 
people. There’s going to be fewer 
retailers, let’s be clear. There’s 
probably going to be less money 
spent. It’s going to be hard and it’s 
going to be long. I would say that 
you want to recover to where you 
were in two or maybe three years. 
If you don’t get back to where you 
were in 2019 within that period of 
time, it’s going to be a pretty long 
journey ahead. We’ve done better 
than we thought [this year] but 
we haven’t done well enough.  
I guess I am more confident about 
the roadmap ahead on the basis 
of what I’ve seen, but I’m equally 
concerned that an earlier Covid 
2.0 could really disrupt us even 
further. I think the point is, whilst 
we’re clear on what’s happened, 
we cannot have any clarity over 
what, let’s say, the next 12 months 
is going to look like. If inter-
national travel doesn’t happen 
before 2022, it’s going to be very 
long and very hard [for all of us]. 
We will need to focus far more 
on our communities and our 
relevance in our domestic  
market, and we’ll all need to try 
new models. 

This interview has been edited and condensed. 

“We put our thinking 
in the hearts 
and minds of our 
customers and try to 
bring a conversation 
to life with them that 
touches how they feel.” 

05. TRAVEL INTERRUPTED
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06. LESS IS MORE

After demonstrating that more products and  
collections do not necessarily yield better financial 
results, Covid-19 highlighted the need for a shift in 
the profitability mindset. Companies need to reduce 
complexity and find ways to increase full-price  
sell-through to reduce inventory levels by taking a 
demand-focused approach to their assortment strategy, 
while boosting flexible in-season reactivity for both new 
products and replenishment.

Even before Covid-19, the fashion industry 
had been edging towards a dangerous threshold. 
Excessive inventories and widespread markdowns 
proliferated to the extent that just 60 percent of 
garments were sold at full price, creating billions of 
dollars of lost revenues and margin.121 

During the pandemic, the situation 
worsened. Inventory levels increased significantly 
 despite brands’ and retailers’ scrambles to imple- 
ment damage control.122 Inventory turnover fell by 
33 percent in the first three months of 2020,123 124 and 
orders were down nearly a third year-on-year by the 
end of April.125 

Few fashion players were immune as 
markdowns proliferated across all value segments 
and product categories. Gap, LVMH and Brunello 
Cucinelli are among those to have announced 
substantial inventory impairments as a result of 
the pandemic.126 127 While some businesses found 
creative ways to clear unwanted stock — such as 

dedicated websites like Ganni’s, which sell past 
seasons’ collections at a discount,128 or through 
pop-up outlets like Harrods — other brands, from 
PVH and Michael Kors to Gap and Versace, are 
holding onto excess inventories in the hope of an 
uptick next year. 129 130

“In uncharted times such as these you 
need to be brave and decisive. Harrods Outlet 
has provided us with an innovative solution to a 
completely unprecedented, and unforeseen, issue,” 
said Michael Ward, Managing Director of Harrods.131

The overstock issue will only get worse 
in the future if companies fail to adapt to the 
consumer’s new mindset. Consumer attitudes are 
changing in the wake of the pandemic, as many 
embrace a “less is more” approach that coincides 
with industry changes in the fashion cycle. Some 
65 percent of consumers in a McKinsey survey 
conducted during the Covid-19 crisis said they plan 
to purchase more long-lasting, high-quality items, 
and overall, consumers considered “newness” one 
of the least important factors in making purchases. 
The pandemic has not only accelerated a pre-exist-
ing critique of consumerism, but also the increased 
importance of sustainability in purchasing 
decisions, and the rise of circular business models 
(especially resale).132 

Few fashion players were immune 
as markdowns proliferated across 
all value segments and product 
categories.
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As Farfetch Founder and Chief Executive 
José Neves said in July 2020 on The Business of 
Fashion Podcast, “the industry has an oversupply 
problem, which is an environmental problem  
as well.”133

Due to these and other factors, brands will 
need to focus on three key priorities in the year 
ahead: accelerate their shift toward a demand-led 
model, reduce assortment complexity and address 
the recalibration of the price-volume equation.

In a bid to better match consumer 
preferences, brands will increasingly leverage 
technology and analytics to gauge consumer 
sentiment prior to production. Several brands 
have already taken steps toward basing product 
development on consumer insights and analytics 
and, at times, coupling these with made-to- 
order models. 

“The higher the percentage of made-to-order 
business, the less overproduction you’re going to 
get involved with. That’s the first thing that luxury 
needs to concentrate on; smaller runs, ideally a run 
of one,” said Louis Vuitton Chief Executive Michael 
Burke.134 “It’s maybe pie in the sky to actually hit 100 
percent with that, but that should be a goal.”

Meanwhile, Reebok has tested its designs 
with consumer votes, making production contingent 
on votes passing a minimum threshold of demand.135 
At the same time, made-to-order models adopted 
by smaller brands like French label MaisonCléo or 
US brand Stòffa are increasingly being trialled by 
larger brands.136 137 Several others, including Nike and 

Telfar, have leveraged pre-orders and just-in-time 
production models, in which consumers purchase 
items before they are produced and receive them 
several weeks or even months later.138 

Analytics and artificial intelligence will also 
gain traction in the product development process as 
data becomes more available to brands and designers 
become more skilled at using data. Footwear 
and apparel brand Wolverine plans to optimise 
assortments with digital consumer testing based 
on First Insight’s predictive analytics, where voice 
of the customer (VoC) feedback is combined with 
artificial intelligence.139 

With 60 percent of fashion executives in 
our BoF-McKinsey State of Fashion 2021 Survey 
planning to implement improved analytics for 
consumer insights and 43 percent planning to 
reduce product development lead times to avoid 
overstock, (Exhibit 8) it is clear that there is a 
movement underway to transform the supply 
chain. Wholesale pre-orders will increasingly be 
kept low while open-to-buys will increase, creating 
an opportunity to bring in the latest products 
consumers want or to replenish bestsellers. 

The reduction of SKUs is mentioned by more 
executives (61 percent) in the survey, as complex 
assortments are inherently problematic.140 Such 
assortments create long tails of unproductive SKUs, 
detract from core products and cause bottlenecks in 
the system and in-store. They also muddy the waters 
in respect of strategy, communication and formats. 
Nonetheless, brands have continued to expand their 
assortments in recent years, often due to the “fear of 
missing out” on new trends, or in order to launch a 
new item during a key sales period. 

In 2021, we will see brands applying smarter 
approaches to assortment, aiming to reduce 
complexity and realign collection drops with 
clear consumer opportunities. Some brands that 
have already begun this process include Victoria 
Beckham, which has said it will cut SKUs by 30 to 40 
percent, Nike, which has streamlined product lines 
to improve SKU productivity by 15 percent,141 142 

Brands will need to focus on three 
key priorities in the year ahead: 
accelerate their shift toward a  
demand-led model, reduce 
assortment complexity and 
address the recalibration of  
the price-volume equation.

FASHION SYSTEM
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 and Coach, which plans to cut 50 percent of its 
holiday season collection.143 In July, the SMCP group 
announced it would cut its inventory purchases by 
30 percent for the FW20 season.144 

Another way brands are streamlining 
their assortment is by breaking the shackles of the 
traditional fashion calendar. Indeed, the current 
number of collections across the seasonal calendar  
is increasingly seen as an impediment to a demand- 
focused approach. Echoing the sentiment of 30 
percent of executives responding to our survey, 
Off-White, Tory Burch and Mugler are among the 
brands that have announced departures from the 
seasonal schedule, enabling them to regain control  
of in-store delivery.145 146

As luxury players focus their energies on 
fewer yearly collections, some are shifting away from 
cruise and resort collections. As the trend continues 
into next year, brands heavily reliant on these 
inter-seasonal collections will face the challenge of 
having to adapt to a reduced fashion calendar. Gucci 
announced it would be scaling back the rhythm of its 
collections from five to just two per year, reflecting 
a growing movement toward seasonless fashion 
among retailers;147 this is underlined by results from 
our BoF-McKinsey State of Fashion 2021 Survey, 
which reveals that two fifths of executives plan to 
make the move. This adds to a growing chorus of 
brands and designers calling for the fashion calendar 
to be rewired, such as the Dries Van Noten-led 
Forum Letter to the fashion industry and the 
#RewiringFashion initiative facilitated by BoF.148 149

However, to solve the underlying overstock 

problem brands need to capture more value, and this 
means striking a new balance between pricing and 
volume. There are two levers at their disposal: the 
reduction of discounts and the optimisation of prices 
(price increases for brands that have not yet reached 
the limit of fair value). 

After the discount drive of the early phase 
of Covid-19, the next phase saw a revision of price 
points and the implementation of “no sale” strategies 
to safeguard margins. Some direct-to-consumer 
brands, including US-based Dôen and French label 
Sézane, have built their success on the absence 
of end-of-season markdowns, relying only on 
occasional “archive” and sample sales.150 Some 
luxury brands, meanwhile, have room to leverage 
their desirability to lift prices. Although these 
strategies overlap with brands’ broader price harmo-
nisation plans, the willingness to capture more value 
from key products appears to be the main rationale 
of recent price increases.

“Our pricing policy of staying at the 
European level remains unchanged. Russian 
customers should not be penalised for shopping 
in Moscow [rather than] in Paris or Milan,” 
said Alexander Pavlov, chief executive of Tsum 
department stores in Russia, which are managed 
by Mercury Group.151 “We believe that practice of 
markdowns and price reductions in the full-price 
stores has [a] negative effect on long-term business; 
we constantly discuss it with our partners.”

Value and mid-market brands have been 
more reluctant to ditch markdowns. However, they 
are adopting more sophisticated, tailored pricing 
strategies with levels and duration of discounts 
informed by market and consumer data harvested 
by analytics and artificial intelligence. Levi’s has 
reported significant benefits from its optimised, 
data-driven approach to markdowns, with some 
promotion events generating four times the profit 
of similar initiatives from the previous year.152 
Meanwhile, some smaller labels have taken more 
control of pricing with concession models on online 
marketplaces. 

In 2021, we will see brands 
applying smarter approaches 
to assortment, aiming to reduce 
complexity and realign collection 
drops with clear consumer 
opportunities.

06. LESS IS MORE
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The events of 2020 have highlighted that 
more is not always better. Indeed, they have shown 
that brands that reduce complexity and rely less 
on discounting as a way to prop up sales often 
outperform those that do not. When combined 
with a demand-focused approach and intelligent 
assortment management, the overall impact is a 
more streamlined business model that is better 
suited to the global market.

In 2021, we expect brands to sharpen their 
assortment using high-quality analytics, and to test 

more products with consumers ahead of production. 
Brands will focus on accelerating speed to market 
and on aligning launches and product drops with 
their customers’ needs rather than the traditional 
fashion calendar. This will lead to a permanent 
change in mindset among consumers.

Moreover, brands will need to become 
nimbler to pursue price optimisation and manage 
markdowns in a smarter way as they adopt a more 
measured and sensible approach to production in the 
wake of the industry’s new mantra: “less is more.” 

Exhibit 8:

Fashion executives plan to employ several strategies to avoid 
overstock in the future
% OF RESPONDENTS

FASHION SYSTEM

Reduce number of SKUs

 Improve analytics for 
consumer insights

Implement a more agile 
supply chain

Revise assortment structure 
(basics/seasonal/in-season)

Implement advanced analytics

Reduce product development 
lead-time

Move to seasonless assortment

Reduce number of collections

Other

61

60

55

54

47

43

37

30

6

SOURCE: BOF-MCKINSEY STATE OF FASHION 2021 SURVEY
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IN-DEPTH

A More Circular Fashion Industry 
Will Require a Collective Effort
As consumers become more engaged with sustainability issues, circularity 
will be the key that unlocks the door to a more sustainable future. 

by Libbi Lee and Karl-Hendrik Magnus

When it comes to protecting the 
environment, the fashion industry knows that “less 
is more,” meaning the less impact we have on our 
planet, the more benefits will accrue for businesses, 
people and natural life. One promising way for 
fashion to reduce its environmental impact is by 
scaling circular business models, through which 
companies employ a range of strategies to reduce 
waste and make more efficient use of resources,  
as well as help their customers to do so, too. In 2021, 
we see circularity moving from the fashion fringes 
towards centre stage. 

The impetus to act on the environment 
is emphasised by shifting consumer attitudes. 
More than three in five consumers in a recent 
McKinsey survey said environmental impact is an 
important factor in making purchasing decisions.153 
Regulators and policy-makers are also on board, 
amid a raft of upcoming initiatives to promote 
circular practices (such as in the EU) and prohibit 

the destruction of luxury goods, as can be seen 
in France. More generally, measures such as the 
EU’s carbon border tax will promote circularity 
by making the economics of onshore recycling and 
other circular models more attractive. 

An industry-wide circular business model 
is a lofty ambition — and is a long way from being 
realised. Despite efforts by some players, as much as 
12 percent of fibres are still discarded on the factory 
floor, 25 percent of garments remain unsold, and 
less than 1 percent of products are recycled into 
new garments.154 Given these metrics, action is an 
imperative and an inevitability. Indeed, circularity 

Key Insights
• With garment production volumes growing by 2.7 percent annually and less 

than 1 percent of products recycled into new garments, action on circularity is 
an imperative.

• Despite challenges with garment durability and logistics, pioneering brands 
are driving circularity from the drawing table to e-commerce search filters.

• All fashion value chain stakeholders have a role in driving the circularity 
revolution — we expect it to be the next disruption, and it’s for individual 
brands, manufacturers, aggregators and marketplaces to capture the 
opportunity before others.

More than three in five 
consumers said environmental 
impact is an important factor in 
making purchasing decisions.
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may become the biggest disruptor to the fashion 
industry over the next decade. 

As the industry makes progress with the 
“Rs” — reducing, recycling, refurbishing, reselling, 
renting and repairing — few decision-makers are 
under any illusion about the scale of the challenge. 
Despite good intentions on the part of some players, 
garment production volumes are predicted to grow 
by 2.7 percent annually between now and 2030.155 
The priority, therefore, must be to set circular 
strategies, tackle scalability challenges and take 
concerted action to scale solutions. 

The Challenges in Scaling Circularity

The way in which value is created in circular 
systems is radically different to the way it is created 
in linear systems. In essence, a single garment 
can create value repeatedly — through sale and 
resale, repeated rental, or being sold, repaired, 
returned, refurbished or recycled, and resold 
again to start the loop over. This value-multiplier 
effect has prompted several leading retailers to get 
involved. Selfridges’ Project Earth initiative aims 
to help customers buy “pre-loved” items (in its 
Resellfridges range) or rent (through partner Hurr 
Collective) and repair. Peer-to-peer social shopping 
resale app Depop saw a 300 percent year-over-
year increase in items sold during the Covid-19 
pandemic, reflecting rising consumer demand for 
pre-owned purchases.156 

With some of the industry’s leading 
names showing interest, there is little doubt that 
circularity is gaining momentum. However, three 
key barriers are preventing adoption at scale:

Capturing value requires durability or recy-
clability. Without durability or recyclability, there 
is likely to be significant erosion of product value. 
Refurbished products can command relatively high 
prices if the refurbishment is carried out reliably, 
which is not always easy when clothes are stretched 
or stained and accessories scratched or marked. 

Similarly, with most garments composed of a mix of 
materials, recycling is not easy. 

Enabling circularity involves a complex web of 
logistics. Resale transactions are currently mostly 
peer-to-peer, with individuals deciding whether 
the resale value is worth the time and energy 
required to wash, photograph, describe, package 
and send. In “Fashion on Climate,” our analysis 
showed that, to align with the 1.5-degree pathway 
in 2030, 20 percent of garments need to be traded 
through circular business models, so greater scale 
is required.157 The subscription rental model, for 
example, requires many users for the economics 
to make sense — and again, the key challenges are 
logistical, including laundry and delivery. 

Engaging consumers requires overcoming 
stigmas. While circularity is winning fans among 
some consumer groups, it is still an abstract idea to 
most and terms such as recycled, upcycled, repaired 
and refurbished still have negative connotations. 
Similarly, consumers are willing to return recent 
purchases with the incentive of a refund, but 
struggle when a garment of unknown value sits 
forgotten at the back of a wardrobe.

What Will It Take to Scale Circularity?

The apparel ecosystem is fragmented, 
with no single player accounting for more than 
1 percent of the market. Standardised solutions, 
therefore, are unlikely to emerge anytime soon. 
More probably, we will see a variety of strategies led 

As much as 12 percent of fibres  
are still discarded on the factory 
floor, 25 percent of garments 
remain unsold, and less than 1 
percent of products are recycled 
into new garments.

FASHION SYSTEM
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by a diverse cast of actors and predicated on three 
foundational capabilities: 

Embracing Sustainable Design. Circularity 
starts on the drawing board, and with the textiles 
and materials that designers use for their creations. 
One company that has embraced the sustainable 
design ethic is London-based Dai Wear, which 
employs recycled and recyclable fabrics to produce 
performancewear. The company uses biodegrada-
ble yarns for seams and air-dried fabrics to reduce 
washing needs. 

“Sustainability is obviously more important 
than ever, but it is also becoming the baseline 
requirement for all apparel companies,” Dai Wear 
Chief Executive Joanna Dai said. “We find increased 
organic engagement and followers slightly outside of 
our core target niche who align with our values and 
buy into our brand.” 

Designing for zero waste requires material 
and product innovation. Scotland-based Johnstons 
of Elgin recently introduced EveryYarn, a material 
made from used yarns. “Our objective is that every 
yarn that we make is made into a finished product,” 
says Chief Executive Simon Cotton. “Demand for 
the range has certainly passed our expectations, 
but it requires channels where the limited-edition 
nature of the product is accepted and the availability 
of colours drives a certain idiosyncratic design. That 
said, we do get some brilliant designs working this 
way but it’s not suitable for conventional merchan-
dising or stock-supported wholesale models.” 

Companies should:
• Invest in, incubate, pilot and test alternative 

materials and processes for a circular system; 
• Radically reduce production waste and 

support, train and incentivise suppliers 
to reduce and reuse fibre, chemicals and 
packaging;

• Reskill designers and stimulate circular design 
innovation;

• Create momentum by collaborating and 
developing tools.

Ramping-Up Reverse Logistics. Through reverse 
logistics, companies can recover items from 
disposal or secondary resale and thereby continue 
to derive value. Brands often partner with inter-
mediaries to operationalise the process. Patagonia 
works with start-up Trove to buy-back items and 
sell them at a reduced price. Trove can purchase, 
process, price and photograph second-hand goods 
before putting them up for sale on clients’ websites. 
Used-clothing platform ThredUp has partnered 
with companies including Reformation and Amour 
Vert to enable customers to send clothes (from 
any label) in exchange for shopping credits. In the 
rental space, US-based logistics company CaaStle 
manages the entire process for companies, from 
warehousing and cleaning garments to gathering 
customer feedback. 

Some companies are leveraging their own 
store networks for circularity, although very 
few also rent, repair or resell in store. UK-based 
Mulberry has maintained a leather library since it 
launched in 1971, offering repair and refurbishment 
for all its products. In 2020, the company launched 
Mulberry Exchange, a buy-back initiative under 
which customers can return bags to be repaired and 
resold alongside the current collection. 

Companies should:
• Design reverse logistics to optimise value 

retention, either by partnering with a trusted 
intermediary or — more likely in the luxury 
space — taking direct control;

• Leverage store networks to create in-store 
circularity hubs; 

• Build out non-store collection points and home 
pick-ups to improve accessibility;

IN-DEPTH



68

Th
e 

St
at

e 
of

 F
as

hi
on

 2
0

21

• Optimise sorting facilities and recycling 
technology, either in-house or with partners; 

• Eliminate single-use packaging.

Supporting Customer Adoption. For younger 
consumers born into the sharing economy, adopting 
circularity is a natural step. However, older 
consumers may require education and encourage-
ment. Some consumers believe there is a hygiene 
issue with second-hand clothes, and others struggle 
to translate their sustainable values into actions for 
a wide range  
of reasons. 

Some brands are responding by marketing 
circular items alongside conventional ranges, 
for example Patagonia. Zalando and Selfridges, 
meanwhile, are scaling a range of circular offerings 
in their core businesses, helping to normalise 
circularity in the minds of shoppers.

As circularity grows, digital enablement will 
be critical. As the traditional linear fashion value 
chain transitions into a circular system, consumers 
will be incentivised to engage beyond an initial 
purchase in order to engage in circular business 
models, which in turn will support data collection 
that can shape a brand’s business going forward.

Companies should:
• Offer rental options such as subscription 

services and the option to buy rented products 
at a discount;

• Borrow online marketplace techniques to 

filter, sort and group assortments, or leverage 
retailer-curated collections;

• Enable peer-to-peer business, including resale 
and rental, and sweeten the deal with logistics 
and digital solutions;

• Create timeless collections, reflecting the 
declining prominence of seasonality; 

• Offer tips for care and repair;
• Enable returns and recycling;
• Develop data strategies to inform  

business decisions.

Driving the Future of Circularity
 

Circularity is likely to be one of the key 
business trends of the next decade. However, it 
is not the kind of revolution that can be led by a 
few leaders, while others wait and see. Rather, 
a collective effort is required, in which fashion 
companies, customers and all participants in the 
value chain collaborate.

To date, players that feature sustainability 
in the centre of their branding have been at the 
forefront of circular practices, as well as some 
established luxury brands owing more so, perhaps, 
to the resale value of their stock rather than their 
eco aspirations. However, looking forward, we 
expect mass-market brands to scale their efforts. 
In addition, aggregators are well-placed to launch 
resale and repair programmes, combined with an 
enhanced in-store experience. Marketplaces can 
build on their size and logistical capabilities. As 
consumers become more engaged with sustainabil 
-ity issues, circularity will be the key that unlocks 
the door to a more sustainable future. 

The authors of this article focus on Sustainability in Apparel, 
Fashion and Luxury, including McKinsey’s research partnership 
with the Global Fashion Agenda on ‘Redesigning Growth’.

Circularity is likely to be one of  
the key business trends of the 
next decade. However, it is not 
the kind of revolution that can be 
led by a few leaders, while others 
wait and see. 

FASHION SYSTEM
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Even before Covid-19, fashion was a winner- 
takes-all industry. In 2019, the top quintile accoun- 
ted for 200 percent of the industry’s economic profit, 
while the remainder made a negative contribution, 
meaning they lost money (see the MGFI on page 
108).158 Some 34 percent of listed fashion companies 
were already showing signs of distress pre-crisis.159 
During the early phase of the crisis, from March 
to September 2020, we witnessed a “Darwinian 
Shakeout,” with at least 20 major companies 
entering bankruptcy restructurings at a wide range 
of fashion companies including US retailers Century 
21 and Ascena Retail, British department store 
Debenhams,160 Dubai-based e-tailer The Modist and 
Japanese apparel maker Renown.161 162

The industry’s mid-pandemic economics 
could be set to get a lot worse. Listed fashion 
companies representing around $50 billion of 
revenue are loss-making or incurring unhealthy 
levels of debt, according to McKinsey Fashion 
Scenarios (based on information available 
September 2020). For years, mid-market brands 

have been squeezed as profits concentrated around 
the luxury and value segments. Similarly, brick-
and-mortar retail has been on a long downward 
trajectory, with department stores on the front line, 
leading to many relatively small but healthy brands 
coming under pressure from declining wholesale 
demand.163 Some of these are building direct-to-con-
sumer offerings, but that takes time and investment. 

With governments around the world 
considering winding down official support schemes 
and with the development of vaccines and drugs still 
ongoing, the future looks uncertain. We estimate 
that under a partial-support scenario, around 50 
percent of companies would show signs of distress. 
Without any subsidy at all, the situation would 
almost certainly be worse. Europe could see  
as many as three in four companies facing  
existential challenges.164 

While many distressed companies face 
bankruptcy and liquidation, some may emerge from 
restructuring with a relatively clean balance sheet, 
without huge debt burdens and with an opportunity 
to rebalance the business. Both Neiman Marcus 
and J.Crew have filed for bankruptcy and emerged 
cleaner as a result, the former having shed $4 billion 
of debt and the latter with a new majority owner 
and $1.6 billion of debt converted to equity.165 166 
Neiman Marcus Group Chief Executive Geoffroy van 

07. OPPORTUNISTIC INVESTMENT

Performance polarisation in the fashion industry 
accelerated during the pandemic as the gap widened 
between the best-performing companies and the rest. 
With some players already bankrupt and others kept 
afloat by government subsidies, we expect M&A activity 
to increase as companies manoeuvre to take market 
share, unlock new opportunities and expand capabilities. 

Some 34 percent of listed fashion 
companies were already showing 
signs of distress pre-crisis.
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Raemdonck described it as a “defining moment” for 
the American department store on The Business of 
Fashion Podcast amid the company’s bankruptcy 
proceedings.167

A market landscape with fewer players will 
lead to share gains for those who remain, a trend that 
stronger companies like to highlight to investors to 
soften pandemic sales results. Strategies to capture 
market share from competitors hit by Covid-19 have 
been announced by department store chains Kohl’s 
and Bloomingdale’s,168 with the latter believing that 
$10 billion in market share is waiting to be taken.169  
If we assume more bankruptcies are inevitable, 
a likely accompanying trend will be consolida-
tion, with cash-rich players able to pick up assets 
at relatively low prices. This would echo the 
pattern seen after the 2008 financial crisis, but the 
magnitude is likely to be greater this time around, 
with potential targets counted in their thousands.170 

When it comes to M&A strategy, there is 
likely to be a focus on deals that offer upside in the 
“new normal” market environment that emerges 
out of the pandemic crisis. While there will be many 
motivating factors for the selection of acquisition 
targets, we see three primary drivers: consolida-
tion for market share through new categories or 
geographies, gaining or strengthening new routes to 
market, and acquiring new capabilities.

Stronger companies will focus on category 
and geographic expansion, targeting players 
with robust brand equity and with a diversified 
footprint from the acquirers’ home markets. Often, 
acquirers target companies that have a similar 
business model or channel focus, which is likely to 

make integration easier. Previous crises have led to 
some smart consolidation deals. Nike, for example, 
purchased Converse in 2003, following the dotcom 
crash, and grew the brand’s sales tenfold, while Gap 
Inc. bought athleisure line Athleta in 2008, in the 
wake of the global financial crisis. Similarly, India’s 
largest retailer, Reliance Retail, was reportedly “in 
talks” with bankrupt UK department store chain 
Debenhams in September 2020 about a potential 
takeover.171 Historically, this type of deal has been 
the most prevalent motivation for takeovers.172

Opportunistic acquirers will strengthen 
their positions in booming e-commerce and 
direct-to-consumer markets, as was seen in 
June 2020 when Boohoo Group snapped up the 
direct-to-consumer businesses and intellectual 
property of fellow UK brands Oasis and Warehouse, 
while leaving their costly store network out of the 
deal.173 In September, Boohoo was reportedly eyeing 
New Look with the same strategy in mind. Among 
vertical deals this year, French label Naf Naf was 
sold to its Turkish supplier SY International, and US 
mall operator Simon Property Group bought parts of 
Brooks Brothers and denim retailer Lucky Brand. 

In a small but significant proportion of cases, 
the motivation for M&A is to acquire capabilities, 
for example in technology, payments, supply chain 
functions and craftsmanship. The latter may emerge 
as a dominant M&A theme among luxury companies. 
French Legacy Group bought shoe brand Clergerie in 
July, citing interest in not just the brand, but also the 
factory of 112 artisans in Romans-sur-Isère.174 

If the potential to undertake M&A was 
based on financial resources alone, companies in 
the running for deal-making would include LVMH, 
Fast Retailing, Richemont and Inditex. Together, 
the top 10 companies by cash holdings have close to 
$80 billion set aside, which is more than 40 percent 
of the total cash held by all listed fashion companies 
globally.175 Additionally, internet retailers, which 
have seen rising demand during the Covid-19 
outbreak, may leverage recent robust trading 
conditions to raise additional cash for acquisitions. 

FASHION SYSTEM

When it comes to M&A strategy,  
there is likely to be a focus on 
deals that offer upside in the “new 
normal” market environment that 
emerges out of the pandemic crisis.
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Apart from fashion players, private equity funds 
represent a category of potential buyers with deep 
pockets: they were holding a record $1.5 trillion in 
cash reserves at the beginning of 2020.176

Looking ahead, we expect stronger 
fashion companies to expand into new categories, 
geographies and channels, both by capturing market 
share organically and by picking up distressed 
brands. We are also likely to see strategic hedging 
plays, in which brands try to insure themselves 
against potential shifts in consumer demand. 
With these plays in mind, companies should think 

carefully about how they plan to integrate and 
embed new assets into their existing structure 
because this often is the determining factor of 
value creation from a transaction. However, buyers 
should also beware — distressed companies without 
a clear strategy or brand value are unlikely to be 
salvageable, even with new ownership and restruc-
turing. Either way, we expect competition to heat up 
as the crisis begins to abate, so companies will need 
to act fast to seize the best M&A and growth oppor-
tunities out there. 

07. OPPORTUNISTIC INVESTMENT

SOURCE: MCKINSEY GLOBAL FASHION INDEX (MGFI)

Exhibit 9:

Covid-19 has devastated industry economic profit, which is 
forecast to drop by 93% in 2020
ECONOMIC PROFIT IN THE FASHION INDUSTRY 2010-2020, INDEXED TO 2010 EP AS 100

100 103 105 103
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69

2010 2011 2012 2013 2014 2015 2016 2017

+3Change, % +2 -1 -15 -15 -31 +35

84 87

6

2018 20191 2020E2

+21 +42 -93

1 “Normalised” industry EP growth of 4% is based on the assumption that 58 companies with Covid-effects in their 2019 result (FY19 reported in March, April or May 2020), 
would have had similar growth to the rest of industry if their financial year aligned with calendar year 2019. The first half 2019 results support this assumption, as 58 Covid-
affected companies had EBITA growth of 10% vs. 14% in rest of industry

2 Long-term Economic Profit implied by 2020 market valuations, while assuming constant debt and WACC
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08. DEEPER PARTNERSHIPS

By exposing the vulnerability of procurement partners, 
the weakness of contracts and the risks of a concentrated 
supplier footprint, the crisis accelerated many of 
the changes that companies were already making to 
rebalance their supply chain. To mitigate future ruptures, 
fashion players should move away from transactional 
relationships in favour of deeper partnerships that bring 
greater agility and accountability.

For years, there have been calls for  
closer partnerships between brands and suppliers. 
However, progress has been frustratingly slow, 
evidenced by the fact that before Covid-19  
the prevailing relationship between fashion 
companies and suppliers was transactional in 
nature and short-term in scope.177 178 Now, change  
is finally afoot. 

As underlying tensions in the supplier rela-
tionships painfully rose to the surface during the 
pandemic, brands were jolted into the realisation 
that their supply chains need to be more resilient. 
A growing number of executives recognised that 
nurturing closer relationships is one way to do 
this while helping to meet their sustainability 
obligations and support the fashion industry’s 
transformation to a more flexible demand- 
focused supply chain. In a McKinsey survey, some 
73 percent of the sourcing community expected the 
trend towards deeper partnerships to accelerate 
over the coming year.179

“Brands must break down and break 
through the adversarial bargaining that is focused 
on the price of finished goods out of the factory,” 
John Thorbeck, chairman of supply chain analytics 
firm Chainge Capital told The Business of Fashion 
in September 2020.180 “You need to collaborate and 

cooperate on the components of finished goods in 
order to create flexibility, which in turn creates 
value that can be shared among the partners.”

Amid store closures, plunging fashion sales 
and bankruptcies, 2020 was the year in which the 
fragile nature of buyer and supplier relationships 
was laid bare. It all began in the first few months of 
the year, as lockdowns in China, the world’s largest 
producer of apparel and raw materials, caused 
deliveries to be delayed. This sent ripples across the 
globe.181 As a result, brands focused on China-based 
manufacturing scrambled to accelerate diversifica-
tion strategies and then still faced capacity issues 
due to the dependence of many Asian sourcing 
markets on raw materials and textile inputs 
from China. As the pandemic spread around the 
globe, temporary lockdowns followed in other 
regions. Supply chains became stretched, leading 
larger-scale suppliers and sourcing agents with 
multi-country footprints to gain an advantage. 

“Brands must break down and break 
through the adversarial bargaining 
that is focused on the price of 
finished goods out of the factory.”
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Going forward, we expect fashion brands 
will seek to more permanently diversify their 
geographic sourcing footprint, as well as support 
priority suppliers with longer-term volume 
commitments and work more closely with them to 
align on strategy.

Later in the year, cancellations, delayed or 
reduced payments and contract renegotiations put 
a spotlight on the continuing power imbalance in 
the value chain. Sanjeev Bahl, founder of Vietnam-
based denim manufacturer Saitex, characterised 
the period as a “bloodbath.” 182 “The buying 
community is taking the supply chain for granted 
and creating long-term collateral damage,” he said. 
“It’s very reckless behaviour.” 

In a McKinsey survey from April 2020, 
around three quarters of sourcing executives 
reported cancelling orders during the first wave of 
the pandemic, while just one in five paid for more 
than 75 percent of orders as agreed, and 41 percent 
renegotiated supplier contract terms. Not surpris-
ingly, nearly half of sourcing executives expected 
many of their suppliers to face financial distress 
this year.183 

Examples of supply chain pressure have 
proliferated around the world. Italy’s artisanal 
luxury suppliers saw orders drop by around 
40 percent early in 2020, with many avoiding 
furloughs only by switching to production of 
personal protective equipment.184 In Honduras and 
El Salvador in Central America, apparel exports to 
the US tumbled by over 90 percent year-on-year 
in April, and in Mexico they fell by more than 65 
percent.185 By March, western fashion brands had 
reportedly cancelled $2.8 billion of orders from 

Bangladeshi suppliers, impacting the livelihoods of 
1.2 million workers.186 Reports in August suggested 
some 9 percent of Bangladeshi garment factories 
had closed permanently because of the pandemic, 
and nearly a third of the remainder doubted 
whether they would be able to resume normal 
operations.187 Still, despite many factories shutting 
permanently, just 17 percent of fashion companies 
said they will co-invest in suppliers to secure  
future capacity.188

Many brands initially reacted slowly to the 
impact on suppliers and workers of cancellations 
and payment delays, with many claiming contracts 
were invalidated by force majeure.189 The industry 
response became more nuanced as the year 
progressed. 

However, as more factories closed and public 
pressure mounted (supported by campaigning 
organisation blacklists) more brands during the 
northern hemisphere summer said they would 
indeed honour their contracts. As time progressed 
fashion sourcing executives put more focus on 
coming out of the crisis together and on strengthen-
ing the resilience of their supply chain.

“We have to [help build better] social 
protection systems… in countries where there’s 
a lot of production,” said Helena Helmersson,190 
chief executive of the H&M Group, referring 
to the need for “more collective, industry-wide 
agreements between employers, workers, unions 
and governments, as there are in some parts of the 
world. [Though] you might argue that it takes a 
longer time, what you’re building is a system change 
that will [last].”

“The buying community is taking  
the supply chain for granted and 
creating long-term collateral 
damage. It’s very reckless 
behaviour.”

By March, western fashion brands 
had reportedly cancelled $2.8 
billion of orders from Bangladeshi 
suppliers, impacting the livelihoods 
of 1.2 million workers.

FASHION SYSTEM
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Though the power imbalance in the fashion 
supply chain is unlikely to be resolved any time 
soon, the voice of suppliers is getting louder, 
reaching consumers globally. Many suppliers 
are demanding a relationship based on mutual 
respect, fairer treatment, a reasonable share of 
value and better adherence to contracts. Suppliers 
in all industry segments are speaking up, from 
mass-market suppliers in Bangladesh to Indian 
artisans working for the international luxury 
houses.191 192 Some are threatening embargoes 
when brands do not pay their bills, applying rating 
systems and leveraging tools such as HSBC’s Serai 
to conduct financial health checks on brands.193 
Looking forward, we expect to see more suppliers 
— especially the stronger ones — put their buyers’ 
financials, payment histories and purchasing 
behaviours under intense scrutiny. However, 
most suppliers concede that brands and retailers 
continue to have the upper hand. 

Nevertheless, a growing number of suppliers 
are taking measures to compel brands to honour 
contracts as well as questioning payment terms 
and the financial risks suppliers are asked to take. 
Some brands are responding. H&M, for example, 
has joined other players who isolate their labour 
costs and ringfence them in price negotiations 
in order to protect worker wages.194 Meanwhile, 
governments are moving in that direction too, as 
more lawmakers around the globe look to move 
fashion companies away from voluntary initiatives 
toward taking legal responsibility for their  
supply chains.

As brands reinvent their supply chain 
relationships, they are also likely to take the 
opportunity to make positive moves on sustainabil-
ity and human rights. Under the Paris Agreement 
on climate change, countries around the world are 
committed to trying to limit the planet’s warming 
pathway to 1.5°C. Analysis by the Global Fashion 
Agenda and McKinsey shows that fashion can 
only play its role with a reduction in excess stock 
by infusing flexibility in the supply chain in close 
collaboration with workers. They are also increas-
ingly partnering with suppliers across tiers, as the 
production and raw material stages are often the 
biggest emissions-savings levers.195 

This year is seeing hyper-acceleration on 
several fronts: from sales volatility and overstock 
to online market share and sustainability demands 
by both consumers and investors. As such, there 
is rising pressure on fashion companies to speed 
up the transformation of purchasing practices 
and sourcing relationships. Brands need to cater 
to a less predictable, multi-channel environment, 
enabling them to source smaller batches and react 
faster to in-season trends. Strategic suppliers with 
longer-term relationships will also take on more 
responsibilities — including co-design and quality 
control — to speed up the product development 
process. 

Some 76 percent of sourcing executives in a 
McKinsey survey said that the need for flexibility 
and speed will accelerate further in the coming 
year, as brands place greater emphasis on full-price 
sell-through and sell-out margins.196 Deeper part-
nerships are likely to be a precondition of successful 

FASHION SYSTEM

A growing number of suppliers 
are taking measures to compel 
brands to honour contracts as well 
as questioning payment terms and 
the financial risks suppliers are 
asked to take.

Brands need to cater to a less 
predictable, multi-channel 
environment, enabling them to 
source smaller batches and react 
faster to in-season trends.
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execution, in which suppliers have more transpar-
ency on brands’ strategies, sales data and forecasts, 
and in which binding commitments are made to 
secure open-to-buy capacity.

In addition, strategic partnerships or 
co-investments can help suppliers invest in new 
machinery, semi-automation, technology and R&D. 
These will help companies increase productivity 
and optimise inventory management in a more 
volatile market, as well as reduce their environ-
mental impact. We also see more players moving 
from broad-based sustainability visions to concrete 
targets and timelines to operationalise their 
strategies.197 

In summary, we expect fashion brands 
to reduce transactional or non-committal rela-
tionships in favour of medium- to longer-term 

volume commitments and strategic alignment 
with suppliers. Empowered suppliers will likely 
help brands boost margins and improve consumer 
perceptions of the industry through increased 
efficiency and improved sustainability. Rather 
than focusing on order management, traditional 
negotiations and compliance, the sourcing function 
will play a key role in sustaining relationships 
and communicating with preferred partners. For 
digitised, agile product development, brands will 
also need to forge closer relationships between their 
design and merchandising functions and suppliers. 
At the margins, we will see investment in the 
upstream value chain. This will drive sustainability 
and support implementation of new technologies  
to boost productivity and enable on-demand 
manufacturing. 

08. DEEPER PARTNERSHIPS

SOURCE: MCKINSEY “TIME FOR CHANGE” REPORT, APRIL 2020, FASHION SOURCING SURVEY, N=348, SOURCING STAKEHOLDERS AND FASHION SOURCING EXECUTIVES

Exhibit 10:

Fashion executives expect to enter closer partnerships with 
suppliers in 2021, leading to supplier consolidation
% OF RESPONDENTS 

Trend slowdown Same trajectory Slight/high acceleration

12

17

9

16

73

60

Companies will increasingly  
enter closer partnerships with 

suppliers and reduce transactional 
supplier relationships

The supplier base will consolidate 
as companies move to larger, 

more advanced suppliers

Note: Survey respondents who answered “unsure” are not represented here
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Shahi Exports: Reforming the 
Fashion Supply Chain

Anant Ahuja
Head of Organisational Development,  
Shahi Exports

Before the pandemic, Shahi Exports was 
generating roughly $1 billion dollars a year 
producing for brands like Gap and Uniqlo — 
making it India’s largest apparel manufacturer 
for export. The executive leading the firm’s 
sustainability initiatives reflects on new 
opportunities to reform fashion’s supply chain, 
despite the devastating impact of the crisis and 
more turbulence ahead.

— by Sarah Kent

When the pandemic hit western 
markets in March 2020, many 
large brands responded by can-
celling orders and refusing to pay 
for completed goods. The impact 
on the supply chain was instant 
and, in some cases, devastating. 
Not only did the crisis place the 
livelihoods of millions of garment 
workers in jeopardy, it also 
revealed long-standing inequi-
ties in the relationship between 
fashion’s buyers in the west and 
its manufacturers in sourcing 
hubs across the developing world. 
Many months later, the effects 
are still rippling through the 
supply chain. Though orders have 
stabilised, volumes are down sig-
nificantly, and the future remains 
highly uncertain. 

Still, amid the disruption there 
are opportunities to pursue 
exciting new business models, 
according to Anant Ahuja, who 
leads sustainability initiatives 
at Indian apparel manufactur-
ing giant Shahi Exports, which 
produces for brands including 

EXECUTIVE INTERVIEW
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Gap, Nike and Uniqlo. While the 
relationship between buyers and 
suppliers remains delicate, there 
are also openings to drive positive 
change next year. 

There’s been a huge amount of 
attention on the fact that a lot 
of buyers cancelled or delayed 
orders when the pandemic 
first hit. Were you surprised 
at how the industry reacted,  
and do you see a need to 
rewrite the relationship 
between suppliers and buyers 
going forward?
I can’t really wrap my head 
around how some companies 
think that it’s okay to not honour 
these commitments and make 
these payments, because the 
effects of that are real. People 
will lose their jobs, people will 
starve. There’s going to be a lot of 
real suffering, not just company 
stocks going down. People use the 
word “partnership,” but it’s still 
[fundamentally] a buyer-supplier 
relationship, and the payment 
terms are what they are. [On the 
other hand,] if there can actually 
be clarity and commitment to say, 

“We’ll give you this many orders, 
we’ll forecast it this far ahead, 
and these are the things that will 
determine if we continue giving 
you orders or growing them,” and 
[buyers] stick to that, and it’s not 
just [based on] price or the kind 
of factors that they’ve relied on 
in the past, but it’s more holistic, 
[then] I feel like that is a good 
step in the right direction. That 
seems realistic also.

Do you see things evolving in 
that direction at all, though? 
Given the pressure from 
consumers for brands to show 
they are behaving responsibly 
through the crisis, have you 
found buyers more receptive 

to suggestions of improving 
payment terms or changing 
contract terms? 
These conversations are tough 
to have and I don’t think most 
suppliers are in that mentality yet. 
They’re just kind of conditioned 
to think that this is how it is and 
we can work with it, work around 
it, whatever. Right now, the 
priority for a company like Shahi 
is to secure orders to the extent 
where taking orders even at really 
low margins was better than not 
having orders [at all]. I guess 
going forward maybe our confi-
dence will build up, as we know 
that we’re a reliable supplier and 
we should have these better kinds 
of arrangements. 

More broadly speaking,  
what changes are you seeing in 
the supply chain as a result of 
the crisis?
[Our business heads] told me that 
buying patterns are returning to 
normal, but the turbulent times 
are still causing issues. [There’s] 
20 to 30 percent lower buying 
by most brands. Buyers want 
strategic vendors so they’re 
consolidating their vendor base. 
Both on the buyer and supplier 
side a lot of companies are getting 
wiped out, so both sides are 
shrinking a little bit. Demand has 
dropped, so the tail-end suppliers 
have been removed from a lot of 
buyers’ vendor lists. If you have 
vertical integration, the ability 
to make your own fabric, that’s 
highly preferred. I think it also 
supports the speed and agility 

that a lot of brands are looking 
for. Overall, everyone seems to be 
pretty risk-averse right now. Price 
is still at the top of the agenda. 
 It supersedes everything else.

On top of the big changes 
you’re seeing in the way the 
industry operates overall, 
what changes have you had to 
make internally? How do you 
make sure your operations 
are Covid-safe going forward? 
The idea of social distancing in 
the factory is a bit foreign, but it 
was a lot of common, basic stuff: 
temperature checks, everyone’s 
wearing masks. Most workers 
are young [and among] the 
lowest-risk category when it 
comes to Covid in some sense. 

But for the sampling tailors, who 
tend to be older... we created 
special provisions. [For instance, 
we give] them a separate space 
in the factory [and] limit their 
interaction, just because of them 
potentially being at risk. It was an 
emphasis on protecting workers’ 
health while still being able to 
deliver on production.

You are also a co-founder 
and CEO of non-profit 
Good Business Lab, which 
develops and researches the 
impact of worker wellbeing 
programmes. There’s been 
a lot of concern throughout 
the pandemic over an erosion 
of workers’ rights. In India, 
some states have rolled back 
labour laws. How are you 
approaching this issue as an 
employer at Shahi?

“Overall, everyone seems to be pretty risk-
averse right now. Price is still at the top of the 
agenda. It supersedes everything else.”

08. DEEPER PARTNERSHIPS
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At Good Business Lab we have a 
slogan that’s “worker wellbeing 
is good business.” We’ve always 
believed that, but now I think 
Covid has forced [other] people 
to believe it. If, for example, you 
don’t take steps to ensure your 
factory is a safe working place 
and there’s a spike in cases, you 
could risk having your factory 
shut down or people quitting. The 
consequences of not investing in 
your workers are much higher 
now than before, but at the same 
time I think a lot of sustainabil-
ity programmes are harder to 
do. We’re a big implementer of 
in-person training, so now we’re 
forced to rethink how to do that 
because not all our factories have 
spaces where you could bring a 
cohort of people together to run a 
session like that.

In 2018 the Worker Rights 
Consortium identified serious 
problems at one of your 
factories in Bangalore.  
What did you learn from 
that and what changes did 
you make to avoid problems 
cropping up again?
That was probably our biggest 
crisis. We had never had to deal 
with that type of situation before. 
No one on the top management 
would have wanted our team 
members to behave in that way 
or to let that situation happen, 
but because the factories are 
essentially running as their own 
businesses, each head of a factory 
is almost like the CEO of the unit. 
Because of that decentralised 
approach not all the information 
flows to the top. It taught us a lot 
about the risk of this decentral-
ised approach. Since then, we’ve 
invested a lot in building worker 
management communication 
systems, engaging with unions 
and being more aware about 

industrial relations. As unfortu-
nate as the situation was, it did 
strengthen us in a lot of ways.  
We used it as an opportunity 
to grow and learn and shift our 
approach. Last year I was invited 
to Geneva to share the case study 
at the UN Forum on Business and 
Human Rights. 

There’s clearly a lot of 
change and disruption in the 
sector at the moment. What 
opportunities do you see for 
new supply chain models in 
the future?
What I’m seeing that’s really 
exciting is the idea of actually 
partnering with brands and 
retailers. [We’re in conversations] 
with one of our biggest customers 
to set up manufacturing in the 
US together. We’re a consortium 
of four suppliers and two brands, 
and the original idea was to set 
up an agile, small-scale manufac-
turing unit in the US, in Detroit, 
and to use it for rapid prototyping, 
customisation, personalisation. 
It’s a start-up company that’s 
supported by large firms in the 
industry. I feel like those types 
of initiatives can kind of balance 
things out. The other conversa-
tion we’re having is with Walmart. 
It’s hard to imagine ever being 
on the same playing field as them. 
Shahi is now a billion-dollar 
company and Walmart added 
[billions] to their top line in the 
last year. But Walmart is asking 

interested strategic suppliers to 
set up units in the US. It’s looking 
at these proposals and investing 
in them. That’s an interesting 
approach where I think there’s a 
lot more sense of partnership. 

To what extent do you think 
that being at the forefront 
of these kind of innovations 
around sustainability and 
efficiency are what it’s going 
to take to survive, and 
also maybe shift the power 
balance between buyers  
and suppliers?
To be honest, Shahi has reached 
a size now where we’re actually 
bigger than some of our 
customers. Despite that, the 
power dynamic is still skewed 
towards brands and retailers 
because without them we don’t 
have any orders, right? We can 
be as big as we want, but all 
the demand comes through 
customers, at least the way our 
business is right now. [Still,] 
it feels like Covid has in some 
sense revealed the brands and 
customers who truly value sus-
tainability; the ones who despite 
the crisis are going to continue 
investing in it, and the ones who 
maybe don’t as much. We’ve seen 
that our customers have become 
more demanding [about how we 
can help them achieve sustain-
ability goals, as well as sustain 
quality and increase speed]. I 
think it’s a natural progression 
as you become bigger and work 
closer with [the biggest] brands 
that are at the forefront of a lot of 
these issues. For us, what we like 
about working with Uniqlo and 
Nike and H&M is that they really 
do push us to innovate.

This interview has been edited and 
condensed. 

FASHION SYSTEM

“That was probably 
our biggest crisis…
It taught us a lot 
about the risk of 
this decentralised 
approach.” 
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Risk, Resilience and Rebalancing 
in the Apparel Value Chain
Will a heightened awareness of risk alter global sourcing strategies? 

by Susan Lund and Mekala Krishnan

Much has been written about how to make 
supply chains more resilient.198 But many companies, 
wary of eroding efficiency, have spent recent years 
putting off the preventive measures that could 
minimise the impact of future disruptions. 

Today, the pandemic has once again driven 
home the urgency of managing operational and 
supply-chain risk. While every goods-producing 
sector is confronting this challenge, the apparel 
industry stands out as one of the most heavily 
exposed. Factories are not only coping with 
workplace health and safety issues. They also  
face financial distress from orders drying up as 
falling consumer demand hits fashion brands and 
retailers worldwide. 

The current crisis underscores the fact  
that the unexpected now has to be considered 
probable. To cope with eventualities, companies 
need to embed at least a baseline level of losses  
from disruption into their financial planning.  
This information can help global apparel brands 
and retailers make better decisions about how 

to invest in supply-chain stability and prepare 
themselves to better withstand future disruptions. 

Disruptions Are Growing More Frequent  
and Severe

It’s not just a figment of our collective 
anxiety: the world really has become riskier. 
Changes in the environment and in the global 
economy are increasing the frequency and 
magnitude of supply-chain shocks. Dozens of 
weather disasters each year cause damages 
exceeding a billion dollars each — and the economic 
toll caused by the most extreme events has been 
escalating.199 A world of shifting geopolitics 
is producing more trade disputes, tariffs and 
uncertainty. Interconnected supply chains and 
global flows of data, finance and people offer more 
“surface area” for risk to penetrate. Ripple effects 
can travel rapidly across these network structures 
— and across national borders. 

McKinsey surveyed dozens of supply chain 

IN-DEPTH

Key Insights
• Supply-chain shocks are happening more frequently — and are taking a 

serious financial toll.
• Because of its geographic footprint, the global apparel industry is particularly 

exposed to risks such as natural disasters, heat stress and pandemics.
• Anywhere from one-third to one-half of global apparel exports could shift to 

different countries in the next five years as companies alter their sourcing 
strategies in an attempt to increase supply chain resilience.
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experts in mid-2020 to gauge just how frequently 
things go wrong. Their responses were surprising: 
Manufacturers can expect disruptions lasting one 
to two months to occur every 3.7 years on average, 
and those dragging on for two months or longer 
happen roughly every five years. Lean global supply 
chains deliver real margin improvements, but 
frequent disruptions have to be fully accounted 
for as a real cost of doing business with this kind of 
structure. 

Companies are attuned to some types of 
risk simply because they encounter them more 
often. Data breaches, theft and industrial accidents 
happen. Trade disputes dominate the headlines. 
Most multinationals have systems and functions in 
place to try to prevent these types of incidents or to 
respond to them quickly. 

But some types of shocks are not on 
the typical company’s radar. They may be rare 
occurrences, but they can inflict much bigger losses. 
These include extreme weather, earthquakes, 
financial crises, major terrorist attacks and, yes, 
pandemics. If 2020 has taught us anything, it’s the 
folly of assuming that extreme scenarios will never 
come to pass. 

We analysed a wide range of industries to 
assess their exposure to specific types of shocks. 
Out of the 23 value chains analysed, apparel 
emerged with the second-highest level of exposure 
(topped only by communication equipment; see 
Exhibit 11). The labour-intensive nature of the 
apparel value chain, as well as its geographic 
footprint, makes it particularly exposed. In the 
current pandemic (as well as any that might occur 
in the future), apparel manufacturing is susceptible 
to shutdowns because of this and unpredictable 

drops in consumer demand. Furthermore, a large 
share of apparel exports come from Bangladesh 
and Vietnam, which are subject to heat stress and 
flooding. The industry as a whole is also exposed to 
workplace risks — a painful reality brought home 
by the 2013 Rana Plaza collapse in Bangladesh, 
which killed more than 1,100 garment factory 
workers and injured thousands more. This tragic 
disaster spurred the industry toward more active 
supply chain management and transparency about 
working conditions. But more can be done.

Over the Course of a Decade, Companies 
Can Expect Disruptions to Erase Half a Year’s 
Worth of Profits at a Minimum

Supply-chain shocks can have significant 
financial consequences. We built representative 
income statements and balance sheets for hypo-
thetical companies in 13 different industries, using 
actual data from the 25 largest public companies in 
each. We then put them through a stress-test to see 
what kind of financial losses a 100-day shutdown 
would produce. 

Our scenarios show that, over the course of a 
decade, companies in most industries can expect a 
single production shock lasting 100 days to wipe out 
between 30 and 50 percent of one year’s EBITDA.200 
For the average textiles and apparel company, 
that number is about 40 percent. An event that 
also disrupts distribution channels would push 
the losses sharply higher in some industries. The 
magnitude of financial loss depends on whether a 
company holds enough inventory to get it through 
the period of interrupted production, as well as 
whether it has the ability to ramp costs up and 
down. Most inventory of finished goods in the 
apparel industry is held by retailers, which means 
that production shutdowns could significantly 
impact manufacturers’ profits.

These are the hidden and recurring costs 
of doing business with complex supply chains in 
a riskier world — and they are only the baseline. 
Estimating these costs allows companies to better  
understand how much they can expect to invest in 
resilience and still see a long-term pay-off. 

FASHION SYSTEM

Lean global supply chains  
deliver real margin improvements, 
but frequent disruptions have to 
be fully accounted for as a real 
cost of doing business with this 
kind of structure. 



81

Will Value Chains Shift Across Countries?

Today, much of the discussion about 
resilience involves questioning where things 
are made, considering lower-risk locations and 
reducing the geographic breadth of supply chains to 
make them easier to manage. But the interconnect-
ed nature of value chains limits the economic case 
for making large-scale changes in their physical 
location. We estimated what share of global exports 
could move to different countries based on the 
business case and how much might move due to 
policy interventions. To consider whether economic 
factors would support a geography shift, we looked 
at whether movement is already underway, how 
knowledge- and capital-intensive the value chain 
is, how tied it is to geology and natural resources, 
and the degree to which it is already regionalised. 
We also considered non-economic factors, such as 
importance to natural security, competitiveness 
and self-sufficiency.

Apparel stands out as one of the industries 
with the largest share of total exports that could 
potentially move to different countries (36 to 57 
percent in apparel, as well as 23 to 45 percent in 
textiles). Supply chains are already evolving in 
these highly traded, labour-intensive industries. 
China has long been the world’s dominant maker, 
and it still accounts for some 29 percent of apparel 
sold globally. But the country’s wages are rising, 
and Chinese producers can now focus on meeting 
domestic demand. In 2005, China exported 71 
percent of the finished apparel goods it produced. 
By 2018, that share was just 29 percent. While 
some apparel production may nearshore to US and 
EU markets, most would likely shift to Southeast 
Asian countries due to their comparative advantage 
in labour and overhead costs. As China’s exports 
have plateaued, more apparel manufacturing for 

export has moved to places such as Bangladesh and 
Vietnam. Turkey has become a major producer of 
clothing that is exported to Europe. Newer hubs 
such as Cambodia, Ethiopia and Honduras are 
also beginning to emerge. But companies that 
begin sourcing from these and other developing 
economies will need to understand and safeguard 
against a wide range of risk, from natural disasters 
to future pandemics. 

Will a New-Found Appreciation For Risk Prod 
Companies to Act?

The need to make supply chains more 
transparent and resilient has been widely discussed 
for years. But most strategies for doing so require 
making long-term investments or accepting a 
slightly higher cost of goods. For that reason, only 
a small group of leading companies have taken 
decisive action. 

However, this time really might be different. 
Companies are considering a range of resilience 
measures — and most of them do not involve finding 
new suppliers in different locations. They can opt 
to hold more inventory, build redundancies into 
transportation and logistics, reconfigure factories 
and warehouses to withstand natural disasters 
and develop the ability to flex production across 
multiple sites. For example, Esquel, a supplier to 
brands such as Hugo Boss and Nike, found itself 
unable to export fabric from Mainland China to 
its factories in Vietnam during the initial Covid-19 
outbreak. But the company activated its back-up 
plan and pivoted to shipping through Hong Kong to 
keep production going.201 

Companies not only have a renewed sense 
of urgency about addressing risk; they also have a 
new way forward. The pandemic has occurred at 
a moment when manufacturing technologies are 
leapfrogging forward. Particularly when compared 
to other manufacturing industries, apparel 
production has a great deal of room to digitise and 
reap the benefits.

In our experience, creating supply chain 
transparency through digitisation can boost both 
productivity and resilience. It is critical to gain 

IN-DEPTH

As China’s exports have plateaued, 
more apparel manufacturing for 
export has moved to places such 
as Bangladesh and Vietnam.
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visibility into who supplies your suppliers and 
spot any vulnerabilities hidden deep in the lower 
tiers of the network. When the Covid-19 pandemic 
broke out, Nike’s digitised supply chain enabled 
the company to quickly shift products headed for 
brick-and-mortar stores to e-commerce fulfilment 
centres in China. As a result, it minimised the hit  
to revenue.202 

Some companies have made it a point to 
model prioritised risks, but they have often done so 
by looking at these shocks as discrete rather than 
cascading events. Now, analytics tools enable a more 
sophisticated approach that quantifies broader and 
more integrated scenarios. This makes it possible 
to look not only at extreme one-off events but also 
at their knock-on effects and the ongoing business 

cycle, taking correlations into account. Scenarios 
can also incorporate a range of risk-mitigation 
strategies to test which would be most effective. 
The results can then inform strategic planning and 
capital allocation decisions. 

Preparing for future hypotheticals has a 
present-day cost. But if those investments focus 
on digitally connecting the entire value chain from 
end to end, they can pay off over time — not only 
minimising future losses but boosting productivity 
and strengthening entire industry ecosystems today.

This article draws on a larger body of research on trade and 
global flows from the McKinsey Global Institute, the business and 
economics research arm of McKinsey & Company. The latest report 
in this series is Risk, Resilience and Rebalancing in Global Value 
Chains. The authors would like to thank Kyle Hutzler and Dhiraj 
Kumar for their contribution to this article. 
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Exhibit 11:

Apparel is one of the value chains most exposed to shocks, with 
textiles not far behind
RANK OF EXPOSURE TO SHOCKS OUT OF 23 VALUE CHAINS, 23 = MOST EXPOSED TO SHOCKS
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1 Based on geographic footprint in areas with high incidence of epidemics and high people inflows. Also considers labour intensity and demand impact. Sources: INFORM; UN Comtrade; UN World 
Tourism Organization; US BEA; World Input-Output Database (WIOD). 
2 Based on knowledge intensity, capital intensity, degree of digitisation, and presence in geographies with high cross-border data flows. Sources: MGI Digitization Index; MGI LaborCube; 
Telegeography; US BLS. 
3 Based on capital intensity and footprint in geographies prone to natural disasters. Sources: INFORM; UN Comtrade; WIOD.
4 Based on footprint in geographies prone to heat and humidity, labour intensity, and relative share of outdoor work. Sources: MGI Workability Index; O*Net; UN Comtrade; US BLS. 
5 Based on footprint in geographies vulnerable to flooding. Sources: UN Comtrade; World Resources Institute.
6 Based on trade intensity (exports as a share of gross output) and product complexity, a proxy for substitutability and national security relevance. Sources: Observatory of Economic Complexity; 
UN Comtrade.
NOTE: OVERALL EXPOSURE AVERAGES THE SIX ASSESSED SHOCKS, UNWEIGHTED BY RELATIVE SEVERITY. CHART CONSIDERS EXPOSURE BUT NOT MITIGATION ACTIONS. 
DEMAND EFFECTS INCLUDED ONLY FOR PANDEMICS. 

TEXTILES APPAREL

SOURCE: “RISK, RESILIENCE AND REBALANCING IN GLOBAL VALUE CHAINS”, MCKINSEY GLOBAL INSTITUTE, AUGUST 2020

https://www.mckinsey.com/business-functions/operations/our-insights/risk-resilience-and-rebalancing-in-global-value-chains
https://www.mckinsey.com/business-functions/operations/our-insights/risk-resilience-and-rebalancing-in-global-value-chains
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09. RETAIL ROI

Physical retail has been in a downward spiral for years 
and the number of permanent store closures will continue 
to rise in the post-pandemic period, compelling fashion 
players to rethink their retail footprints. Amplified by a 
potential power shift from landlords to retailers and the 
need to seamlessly embed digital, companies will need to 
make tough choices to improve ROI at store level. 

For those who dismissed the “retail 
apocalypse” as an exaggeration, 2020 will be 
remembered as the year that gave them food for 
thought. In the US alone, some 20,000 to 25,000 
stores are likely to shut this year, which is more 
than double the number in 2019.203 Even retailers 
that actively addressed the retail disruptions of 
recent years have been forced to reduce their store 
network significantly. Macy’s, Zara, J.C. Penney, 
John Lewis, Onuma and Isetan Mitsukoshi are 
among those to have announced closures around 
the world. One exception to the rule is China, 
where, according to McKinsey Fashion Scenarios 
(based on information available September 2020), 
the offline market is expected to grow by up to 5 
percent in 2021 versus 2019, in the Earlier Recovery 
scenario. However, Europe is likely to see an 8 to 13 
percent decline in offline sales and the US will  
likely see a drop of 22 to 27 percent compared 
 to 2019 levels.204 

The pandemic is, of course, the predominant 
recent source of stress for physical retail, but there 
are also significant long-term challenges, including 
sometimes punitive operating costs. Rent alone can 
often account for 25 to 40 percent of operational 
expenses in the physical space.205 In times of crisis, 

these fixed costs quickly become disproportionate 
to revenues, leaving retailers with limited options 
to reduce the cost base in the short term. 

Many retailers have embarked on strategic 
reviews of their store networks and launched 
initiatives to improve the productivity of remaining 
stores, leveraging digitisation, automation and 
more flexible working practices. With respect to 
the latter, they are both cutting staff costs to align 
with lower turnover and training staff across 
diverse skill sets. These kinds of decisions are often 
accompanied by budget and capital reallocations 
across channels to better reflect revenue potential. 
Digital is often the beneficiary.

According to the BoF-McKinsey State 
of Fashion 2021 Survey, 37 percent of fashion 
executives expect to close more than 10 percent 
of their stores by the end of 2021, compared 
with pre-Covid plans. Zara’s owner Inditex has 
announced it will close up to 1,200 stores over two 

Rent alone can often account for 
25 to 40 percent of operational 
expenses in the physical space.
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years and invest €2.7 billion (approximately $3.2 
billion) in digital transformation and online-offline 
integration.206 Nike has promised to accelerate its 
digital strategy and invest in high-potential areas, 
which it said would lead to job cuts in stores and 
new jobs in digital.207 Similarly, some executives 
in Asia-Pacific markets are focusing on increasing 
online sales capacity rather than investing more in 
physical retail (see Exhibit 12).

The role of in-store employees is evolving, 
as companies retrain or redeploy people to add 
a human touch to digital experiences — and vice 
versa. For years, futurists have predicted these 
so-called “bionic” retail services across a variety 
of sectors. Now the conditions are right for the idea 
to become a reality. The ultimate goal is to deliver 
a stimulating and rewarding shopping experience 
that caters to individual needs across channels. 
We expect these kinds of hybrid roles to increase 
exponentially, with in-store employees requiring 
high levels of skill to help deliver an omnichannel 
offering. Activewear brand Fabletics is among the 
companies that are responding, experimenting 
with “omni-associates” who both guide clients 
in-store and interact through online channels.208 209 

“The lesson… for all brands is that we  
don’t build our lives around retail. Retail builds 
itself around our lives,” wrote retail industry 
futurist Doug Stephens in a column on The 
Business of Fashion.210

With store closures expected to accelerate 
in 2021, there is a growing sense that landlords have 
more to lose than tenants, leading to the potential 
for a relative power shift in the relationship.

As a result, while some real estate firms are 
taking retailers to court, others are considering a 
possible transformation of lease models. New Look 
and All Saints are among tenants to have requested 

turnover-based rents for their stores, while some 
landlords are experimenting with rent models 
indexed to store performance, alternatives to 
upward-only rent reviews and lease renewals with 
shorter terms.211 212

To gauge the ROI of their retail networks, 
some brands are using new key performance 
indicators that measure the stores’ contribution to 
omnichannel profitability. Through this lens, the 
ROI of a flagship store is often considerably higher 
than it would appear to be. Alongside this trend, 
a number of companies have invested in hybrid 
flagship spaces, tapping demand for digitisation, 
localisation and personalisation. Burberry, Nike 
and digitally native Arias have recently invested 
in hybrid flagship spaces.213 Nike’s latest House 
of Innovation store opened in Paris in July. The 
format deploys technologies such as apps and body 
scans to create a richer shopping experience and 
leverages data analytics to predict footfall and 
sales patterns.214 Burberry’s boutique in Shenzhen, 
China, offers a customised WeChat programme  
in partnership with Tencent, which delivers  
to customers exclusive content, rewards and 
personalised experiences.215 

“[Currently, luxury] e-commerce is used  
as a complement to flagship stores, not a substitute. 
In the future [however], this trend will be reversed 
and physical stores will be a complementary  
experience to e-commerce,” said Li Rixue, 
chairman and chief executive of Chinese luxury 
e-commerce company Secoo.216

FASHION SYSTEM

“The lesson for all brands is that we 
don’t build our lives around retail. 
Retail builds itself around our lives.”

“[Currently luxury] e-commerce is 
used as a complement to flagship 
stores, not a substitute. In the 
future [however], this trend will be 
reversed and physical stores will 
be a complementary experience to 
e-commerce.”
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New store formats will continue to emerge 
in 2021, offering a range of omnichannel services, 
such as BOPIS (buy online pick up in store) adapted 
for in-store returns, in-store ordering and custom- 
isation. Among recent examples of innovative 
initiatives, French footwear brand Veja has opened 
a “services” concept store in Bordeaux that features 
a shoe-repair corner, and Brazilian luxury mall 
group JHSF Participações allows customers to 
remotely chat and browse with in-store personal 
shoppers via WhatsApp and receive their purchases 
at home.217 “We are increasingly reinforcing the 
idea that the shopping centre can also go to the 
customer, wherever they are,” said Thiago Alonso 
de Oliveira, JHSF Participações’ chief executive.218 

Another way to improve store ROI is to 
convert strategically located but underperforming 
(or closed) stores into digital fulfilment centres, 
following examples from other retail segments. 
In April, Bed, Bath and Beyond in the US said it 
was converting a quarter of its locations into dark 
stores.219 At the height of the pandemic, players 
experimented with repurposing closed stores as 
warehouses. US department store Nordstrom, for 
instance, rapidly increased the share of online 
orders handled by its full-price stores and its 
off-price Nordstrom Rack stores, which were both 
closed to the public at the time, in order to reduce 
inventory levels.220

For some players, these temporary 
strategies could become permanent as online order 
volumes continue to grow.221 At the same time, as 
retail localisation trends evolve, we are likely to see 
increasing numbers of small stores, enhanced with 
hand-picked inventories, and neighbourhood stores 
designed to forge local connections, as seen with 
Macy’s and Harrods’ experiments with smaller, 
out-of-town formats.222 223 The relative importance 
of these new formats compared to large downtown 
stores will be a factor of how long the health crisis 
continues to restrict movement and of how long 
consumer preferences for local retail endures 
 after that.

In addition to the repurposing of entire 
stores, brands will trial new uses for parts of their 
retail floorspace, moving beyond co-retailing to 
alternative models such as space sharing.  
French sports retailer Decathlon, for example, 
has opened boutiques in stores of grocery chain 
Franprix.224 The move reflects the growth of retail-
as-a-service models, in which businesses lease out 
space to generate revenue and boost footfall.  
In the US, Neighborhood Goods and Showfield are 
prime examples.225 

Some brands and retailers are capitalising 
on demand for independent workspaces, creating 
blurred boundaries between work and leisure by 
opening up retail floorspace to remote working. 
Selfridges and Westfield London are among those  
to have announced plans.226 227

As companies aim to boost store ROI in 
2021, many will focus their store footprint on 
high-growth markets. Brands including Montblanc, 
Hublot and MSGM are targeting Asia for new 
store openings, reflecting the region’s economic 
growth potential and the fact that China is ahead 
of the global recovery curve (see Mapping the 
Retail Portfolio of the Future on page 89).228 Still, a 
precondition of success in the region is likely to be 
the ability to offer a mature digital–physical hybrid, 
reflecting Chinese consumers’ high levels of digital 
engagement. Uniqlo is among the brands with major 
plans, having reaffirmed in March 2020 its pre-pan-
demic announcement that it would open 80 to 100 
new stores in the market next year.229 

Some brands and retailers are 
capitalising on demand for 
independent workspaces, creating 
blurred boundaries between work 
and leisure by opening up retail 
floorspace to remote working. 

09. RETAIL ROI
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SOURCE: CBRE APAC RETAIL FLASH SURVEY, MAY 2020

Increase online sales capacity Not sureFewer stores/smaller footprint No impactMore stores/larger footprint
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In 2021, fashion leaders must finally resolve 
long-standing structural issues, closing unproduc-
tive stores and renegotiating rent terms across their 
portfolios. The challenging real estate landscape 
will create opportunities to engage landlords in 
conversations about ways to improve productivity, 
both overall and at individual sites. At the same 
time, executives should evaluate their presence 
in fast-growing regions such as China to optimise 
retail strategies to capture market growth. 

While spearheading the many changes 
to the store footprint and function, fashion 
executives will also need to develop new models to 
measure store ROI. Fundamental to these will be 
their alignment with emerging ideas about store 
economics and use of data to make every square 
metre generate as much value for the omnichannel 
model as possible. 

LUXURY

FASHION SYSTEM

Exhibit 12:

APAC fashion executives are expecting to increase online sales 
capacity and reduce their footprint in response to Covid-19
% OF RESPONDENTS, EXPECTED SALES NETWORK IMPACT FROM COVID-19, MAY 2020
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H&M Group: Making Retail 
More Resilient

Helena Helmersson
Chief Executive, H&M Group

When Helena Helmersson stepped 
into the top job at H&M Group in 
January 2020, fast fashion was 
already under pressure, facing 
disruption from ultra-fast digital 
native competitors and growing 
scrutiny for chasing unbridled 
growth amid a climate crisis.  
The pandemic forced leaders 
like Helmersson to find ways to 
adjust to the many disruptions 
and constraints that came with 
the crisis. Some retailers were 
forced into bankruptcy; others 
cancelled next season’s orders, 
leaving their suppliers in the lurch, 
even as pressure to answer for the 
social and environmental impact 
of business decisions continued 
to mount.
H&M was one of a few major 
retailers to pay garment suppliers 
for orders already produced or 
in progress. While Helmersson 

H&M Group sank to a loss in the second 
quarter of 2020 as the pandemic caused sales 
to plummet 50 percent year-on-year, but it 
has since recovered faster than expected. The 
fast fashion giant’s chief is focusing on more 
sustainable business models to drive growth  
in the coming years.

— by Imran Amed and Tamison O’Connor

EXECUTIVE INTERVIEW
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managed to return the group to 
profitability faster than expected, 
H&M’s future success will hinge 
on whether the company can 
finally crack omnichannel retail 
and scale up sustainable business 
models while still generating 
growth and profit.

There are so many things that 
have changed because of the 
coronavirus crisis. As you 
think about the future of the 
H&M Group in the context of 
the future of fashion and retail, 
which of the current changes 
do you think will become 
permanent changes?
The most clear [change] is that 
customers that had not yet started 
to do their shopping online have 
now started to do so. We didn’t 
know [if] people [would] go back 
to their old behaviours, but what is 
now really clear when we re-open 
the stores [is that people] really 
want to meet us in both channels, 
physical stores and online. They 
want to do both. In the future 
probably there’s even more 
channels than our two main ones. 

E-commerce efforts at H&M 
haven’t always been successful. 
What have you learned about 
how to make that model work 
in the future? 
The key is speed and flexibility. So, 
for example, to cope with a crisis 
like this we had to move a lot of 
garments between the channels, 
which sounds pretty basic, but it 
was a lot of work doing that with 
such big volumes. Also, it is about 
speed and flexibility when it 
comes to customer-facing [initia-
tives]. For example, if [customers] 
want to meet us online or in 
stores… we need to make sure that 
there is a customer experience 
that is integrated, in the sense 
that whether you choose to go to a 
store or online, it’s the same expe-

rience, and who we are as a brand 
should be really, really clear.

What’s your thinking now on 
store footprint and how that 
will have to adapt to this new 
environment? What will an 
optimised retail footprint for  
a brand like H&M look like 
going forward?
We will have different formats 
when it comes to stores, 
depending on whether it’s a big 
city or a small city, and [we] will 
have to look at what kind of role a 
particular store contributes. For 
example, should it be a source 
of inspiration? Should it be an 
experience? Should it be part of 
the supply chain, or value chain, or 
should it be for families? Should it 
be for tourists? It’s about looking 
at the customers and their needs, 
like how should we work with local 
relevance, for example. I’m truly 
excited about pursuing that work. 
In some countries it will have to 
mean that we do more closures. In 
some countries it will be that we 
can keep on expanding because we 
don’t have the hubs that we want.

Before the pandemic you had 
around 5,000 stores in over 
70 countries but now you’re 
projecting net store closures of 
around 250 stores. Historically, 
fashion brands tended to just 
open lots of stores because it 
was the one sure-fire way of 
growing revenue. When you’re 
shrinking the footprint, what 
will be the impact on your  
top line? 
We are in a transition period now. 
We come from a place where we 
used to only have our physical 
stores, and then we introduced 
online gradually. So, [as we] tran-
sition towards omni-channel, 
exactly what that means [for 
the] top line is very, very hard to 
predict. We have to make sure that 

we make the transition in a prof-
itable and sustainable way so that 
in the long-term [we] can continue 
growing. 

So as you consider the  
outlook for 2021, are you 
feeling confident that the 
business will return to growth 
vis-à-vis where we were before 
the crisis?
It’s impossible to predict the 
growth. We’re going to continue 
growing, of course, but how fast 
will the customer traffic come 
back? I guess it’s as hard for me 
to predict as for you. That’s why 
we are working on changing our 
processes to become faster, to 
become more flexible… that’s 
what will make us come out of this 
even stronger. And from what we 
can see, especially in Europe, the 
demand for sustainable products 
and value-for-money products 
will be there to a greater extent.

Yes, but the most sceptical 
customers out there will say 
fast fashion and sustainability 
are inherently contradictory 
terms. You’re so passionate 
about sustainability, but you 
work in a company that creates 
millions and millions  
of garments every year.  
How do you reconcile that?
I am so sad that we have let 
the word fast fashion become 
something negative. The fact that 
the younger generation want to 
dress themselves in a way that 
shows their personality and 
express themselves in different 
ways, that used to be something 
really beautiful. Now, because 
of the system behind it, it has 
become something that people 
talk about in a negative way. It’s 
the system behind it that is broken, 
and that’s where I see that we 
have such a big responsibility to 
change it. The pace we’ve had the 

FASHION SYSTEM
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last decade cannot be the pace 
that we have in the coming decade. 
We have to speed up changing the 
system [in terms of sustainabil-
ity] so that people can continue 
to express themselves through 
fashion and design.

What are the main areas  
you are focusing on to change 
the system?
One, produce what we can sell. 
That’s where you also need 
tech as an enabler to get to that 
point. Two, it’s about sustainable 
products, and of course, you want 
to make that circular. We really 
have to speed this up so that we get 
fibres back in the system again and 
again and again. Three, I think it’s 
about new revenue streams that 
are circular in themselves, or at 
least contributing to becoming 
climate-neutral, and then cli-
mate-positive, going towards the 
vision of becoming fully circular. 
You can look at rentals, remake 
and resell. We have to find quickly 
what can we scale up faster than 
others. And of course, you also 
need to make sure that it’s prof-
itable, because otherwise it’s not 
sustainable. So how do you make 
sure you can scale it up and that 
after a while it can become prof-
itable? Here it’s more on the big 
players to find new start-ups and 
new technologies, and be part of 
supporting that, because we have 
resources to do so.
The people who have been hit 
hardest by this crisis are garment 
workers in low-cost production 
countries like Bangladesh. What 
happens to these workers? You 
want to protect their jobs, but 
some of them are already out of 
work and they have nothing.
We have a joint responsibility 
to look at this holistically and 
understand that economic growth 
helps people, in the sense that it 

can bring them out of poverty… 
It’s about building resilient 
systems in these markets. If I look 
at it in Sweden, you have a whole 
social protection network where 
if you lose your job you still have 
a system there to rely on, at least 
for a while until you find another 
job. In countries where there’s 
a lot of production, it’s not the 
same kind of system, so we have 
to work with governments and 
the ILO [International Labour 
Organization]. We have to work 
with unions so that workers 
always have a voice, and so that 
they can go to their employer to 
negotiate and to really have that 
kind of social dialogue that is so 
important and that they have 
someone to turn to. We have to 
[help] build social protection 
systems in those countries.

H&M has made commitments 
around living wages in the 
supply chain for a long time, 
but this is still not being 
achieved. What is getting in 
the way?
First of all, what we have done 
has definitely made a difference. 
We see a positive tendency, but I 
couldn’t say that salaries are high 
enough. In a dream world, it would 
be fantastic if you could see more 
collective agreements, indus-
try-wide agreements between 
employers, between workers, 
unions, governments, as there are 
in some parts of the world. It’s all 
about making industrial relations 
work in a better way. It takes 

a longer time, but what you’re 
building is a systemic change 
that will sustain. There are a lot 
of things that we do here and now, 
but in parallel with that it’s really 
important to collaborate with 
others to try to move the needle 
when it comes to the systems in 
those countries. 

You mentioned some of the 
new models you’ve been 
experimenting with such as 
rental and resale. What are 
the early results from these 
and how do you take little 
experiments and actually make 
them big enough so that they 
have real impact?
It’s challenging. That’s one of the 
parts that stresses me a bit with 
[our] circular vision and how to 
speed it up, because it’s quite easy 

to do smaller tests, but scaling 
it is what will actually have an 
impact. Our take has been to do a 
lot of things in parallel. We need 
to try rentals, try remake, and try 
resale. [But], we don’t have much 
time in [this] exploration phase. 
We need to have courage, we need 
to have more knowledge, and we 
simply need to find those ways 
going forward. If you look at the 
number of initiatives we are doing, 
it’s amazing, but to scale those up, 
that’s the nut we have to crack. 

This interview has been edited and condensed.

“It’s the system behind it that is broken,  
and that’s where I see that we have such a big 
responsibility to change it. The pace we’ve 
had the last decade cannot be the pace that 
we have in the coming decade.”

09. RETAIL ROI
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There is no doubt that the year ahead will be 
one that is enormously difficult to navigate and plan 
for. But for fashion brands that are highly exposed 
to physical retail, Covid-19 provides the impetus 
they have long needed to chart a new course for 
their store network — one that experts say must be  
a sprint, not a marathon. 

With store inventories and real estate 
costs weighing heavily on their cost base, fashion 
retailers have been in a race to capture e-commerce 
spend as consumers’ uptake of the channel 
skyrocketed during the pandemic. But no matter 
how sophisticated and seamlessly integrated their 
digital strategies are, omnichannel won’t resolve 
a bigger issue that many players face in the run-up 
to 2021: Most global store footprints are no longer 
the right size, shape or scope for the times in which 
we live. More to the point, the tool that companies 
have traditionally used to fix that problem — store 
network optimisation — now needs a major rethink 
too. So much so that some commercial real estate 
experts have begun to encourage retail clients to 
examine their global store portfolio as though it 
doesn’t already exist. 

“We almost do a brand-new market entry 
strategy,” said Charlotte Elstob, Vice President of 
International Retail at JLL, who asks brands to 
consider how they would position themselves and 
locate stores — and at which size and format — if 
they were to re-enter each market from scratch.

Nothing is taken for granted in this kind of 
approach; no locations are sacred, and no store is 
given a free pass. Indeed, every store is put under 
the microscope using key performance indicators 
that go far beyond conventional four-wall analysis. 
Store profiles and locations are then scrutinised 
in the context of the retailer’s global, regional, 
national and city footprints. 

“Taking into account the sector of retail, 
[we’re asking fundamental questions again like] 
whether you need to be close to transport hubs, or 

IN-DEPTH

Mapping the Retail Portfolio  
of the Future
In the post-pandemic world, conventional approaches to store network optimisation are no 
longer enough. Fashion brands need to urgently scrutinise their global retail footprint or risk 
further financial blows in 2021.

by Casey Hall 

Global store footprints are no 
longer the right size, shape or 
scope for the times in which  
we live.
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Key Insights

• Retailers will review each location and consider radical changes based on the 
store’s new purpose in the post-pandemic era.

• The year ahead will be one of strong consolidation of retail spaces, particularly 
those in overstored markets like the US. 

• With the repatriation of Chinese luxury spend, there are opportunities to expand 
offline retail in key mainland cities. 
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a more organic footfall residential neighbourhood, 
or whether you [really] need to have a site on what 
has been historically one of the busiest and most 
prominent streets in that city,” she added.

The answers to these questions will, of 
course, differ by brand and — given the pace of 
change in the industry — many of the consider-
ations that are relevant now may be different in 
2021. With disruptions and uncertainty likely to be 
constant in the year ahead, how can global fashion 
brands practically map out their retail portfolio for 
the future?

Adapt Retail Spaces for Post-Pandemic Purpose

Traditionally, the return on investment of 
a retail store was measured in terms of how much 
product was sold within the four walls of that 
physical space. But when a growing percentage 
of sales occurs online or through omnichannel 
strategies, that calculation no longer adds up.

Instead, according to retail futurist Doug 
Stephens, retailers should think of physical store 
investments as they have traditionally considered 
media investments — as a vehicle for customer 
acquisition, rather than purely as a distribution 
venue for product. 

“We need to determine what the value of an 
impression in a physical store is,” Stephens said, 
much like we have determined a market value for 
views and clicks in the digital space. “Then you 
wind up with: here are the four-wall sales, here’s 
what we can reasonably attribute to that store in 
terms of online sales and here’s the media value we 
can attribute to that store, and that gives you a full 
picture of what a store is worth.”

Far from diminishing the role of the physical 
store network, online shopping can actually elevate 
the importance of some physical stores. This trend 
has already become apparent in Asia, particularly 
in China, where “New Retail” (a term coined by 
Alibaba founder Jack Ma back in 2016 to describe 
the seamless merging of retail’s online, offline and 
logistics arms) has seen the integration of digital 
into all manner of offline store experiences. 

At Intime, a department store chain 

taken private by Alibaba in 2017 which is at the 
forefront of the Chinese tech giant’s “New Retail” 
experiments, the store’s Miaojie app not only 
promises two-hour delivery for local consumers, 
it also tracks stock on shelves and in storage in 
real time, allowing merchants to adjust supply and 
pricing swiftly. 

Physical stores such as this are acting as 
hubs of discovery, places for entertainment and 
gathering and, increasingly, as fulfilment centres. 
Even before the pandemic, a significant number of 
under-performing retail outlets were converted to 
fulfilment centres. A CBRE study from 2019 found 
that, in the US, 7.9 million square feet of retail 
space had been turned into 10.9 million square 
feet of new industrial space (mainly warehouses 
and e-commerce distribution centres) since 2016. 
Covid-19 has only accelerated this shift.

Major US retail players like Walmart, Kohl’s 
and Target have been working to convert their retail 
spaces into mini distribution hubs to shorten the 
last mile for customers. In other markets, physical 
retailers are swiftly reimagining and repurposing 
their valuable real estate assets, including those in 
markets that had less-developed e-commerce infra-
structure and lower rates of internet penetration 
prior to the pandemic. 

According to Thiago Alonso de Oliveira, 
chief executive of JHSF Participações, the parent 
company of luxury retailer Cidade Jardim in São 
Paulo and several other upmarket shopping malls 
across Brazil, the firm’s revamped online platform 
CJ Fashion has helped temporarily transform 
their malls into de facto fulfilment centres for 
wealthy clients ordering by WhatsApp. “It’s more 
like a marketplace [as] our data is integrated to 
the inventory of the physical stores, so we know 

FASHION SYSTEM

Far from diminishing the role 
of the physical store network, 
online shopping can actually 
elevate the importance of some 
physical stores. 
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in real-time what products are available in which 
sizes, and so on.”

Physical stores in this context become 
hybrid shopping destinations, community-building 
centres (for consumers) and logistics and distribu-
tion centres (for brands) — a combination of duties 
that is unlikely to fade even after the Covid-19 
emergency subsides. One reason for this is the trust 
that some legacy retailers have built with their 
clients over generations. “For brands, it feels safer 
to be with us,” said Juan Carlos Escribano, chief 
executive of El Palacio de Hierro, a department 
store chain in Mexico that has been in business for 
over 130 years and serves as a shop-in-shop location 
for major luxury brands. 

While some department stores and shopping 
centres will continue to serve an important role 
in brands’ overall retail network as anchors for 
concessions and other formats, the locations for 
future large-scale developments could be very 
different if footfall in city centres does not return to 
close to pre-pandemic levels.

Consolidate in Most Markets Except in China

Nowhere will the store footprint change 
more than in the rebalancing of store numbers and 
locations across the world, as some markets prove 
to be more resilient than others. In 2021, Europe 
is likely to see an 8 to 13 percent decline in offline 
sales and the US will likely see a drop of 22 to 27 
percent, compared to 2019 levels.230 

This suggests that store networks in these 
regions will need to be significantly reduced. Retail 
consolidation has been happening in the US and 
other mature markets for years, but the crisis 
amplified the sense of oversupply. As Doug Stephens 
bluntly puts it: “The US market could literally 
shed 50 percent of its physical assets… they are [so] 

over-saddled with physical retail.”
The one notable exception to the inevitable 

cull of physical retail is China, where the offline 
market is expected to grow by up to 5 percent in 
2021, compared to 2019 levels. Here, some brands 
will actually need to expand their footprint to meet 
surging domestic demand spurred on by  
the pandemic.

Indeed, as travel retail and outlet centres 
in Europe are starved of all-important Chinese 
consumers, and where travel restrictions (alongside 
geo-political strife) have decimated destina-
tions once favoured by mainland shoppers like 
Hong Kong, new hubs such as Sanya and Haikou 
on the southern Chinese island of Hainan are 
attracting investment.231 In October 2020, Chinese 
department store operator Youa announced a 1 
billion yuan ($148 million) investment to further 
improve the island’s luxury offering,232 creating 
even greater interest in the cluster of resorts 
located there for conglomerates like LVMH, Kering 
and Richemont. 

Indeed, one of the biggest retail stories of 
2020, particularly for luxury, has been the repa-
triation of Chinese spend as the sector’s most 
important consumer group stayed home and, as 
such, there is now an even greater imperative for 
brands to re-balance their mainland store networks 
against their global footprint. Store numbers for 
top luxury brands in China rose 4 percent in the 
first half of 2020, while those for cosmetics brands 
jumped 8 percent, according to a report by property 
consultancy Savills.

One notable addition to China’s luxury 
scene will be Harrods’ first outpost, which is 
scheduled to open in Shanghai in late 2020. Rather 

Physical stores act as hubs  
of discovery, places for 
entertainment and gathering and, 
increasingly, as fulfilment centres.

The one notable exception to 
the inevitable cull of physical 
retail is China, where the offline 
market is expected to grow by up 
to 5 percent in 2021, compared 
to 2019 levels.
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than follow the ambitious roll-out strategies of 
international competitors like Galeries Lafayette, 
Harrods will open a format called The Residence, 
which is more akin to a private members’ club than 
a traditional store. Though plans for this were in the 
works prior to the pandemic, it highlights the need 
for global brands and retailers to reconsider how 
they serve their consumers by fostering community 
in a physical space. 

According to Josh Gardner, chief executive 
of Beijing-based Kung Fu Data, the good news 
for those looking to increase their physical retail 
presence in China is that there are fantastic deals to 
be had in the current climate.

“It’s now cheaper to convert offline in China 
than it is to convert online,” he said, referencing 
the skyrocketing costs of customer acquisition on 
the major e-commerce platforms that internation-
al retailers use to penetrate the Chinese market. 
“Chinese landlords will take rent share, so you can 
activate your brand almost instantly through their 
networks. Everyone is just looking for business.”

Brands should, however, approach 
expansion with caution. At the luxury end of the 
spectrum, retailers have been burned in the past 
by over-ambitious physical retail rollouts across 
China. After a slowdown in spending attributed 
to Chinese President Xi Jinping’s crackdown on 
corruption in the early 2010s, more than 80 percent 
of luxury brands,233 including Prada and Gucci, 
closed some of their stores in China in 2015. The 
years since have seen Chinese spend come roaring 
back, but luxury brands will likely be more prudent 
this time around. Nevertheless, the reshoring of 
spending could see new store openings, particularly 
in key locations,234 such as Changsha, Shenyang, 
Wuxi and in China’s virus epicentre  
of Wuhan. 

The store network proposition is rather 
different for the mass-market fashion segment, 

with Japanese fast-fashion giant Uniqlo going all-in 
for physical retail in China,235 even as rivals Inditex 
and H&M Group slash global store counts. Unlike 
many Western fashion chains, which have largely 
struggled to gain significant market share in China, 
Uniqlo has been winning in the country in  
large part due to its flexible approach to physical 
retail formats.

A look at the current situation in the Middle 
East suggest a potentially similar pattern to China, 
albeit on a much smaller scale. According to JLL’s 
Elstob, stores in the region are benefiting from the 
repatriation of domestic spend as luxury consumers 
were unable to travel to Europe for much of 2020. 
“The very wealthy consumers… have stayed in those 
markets and there is significant spend trapped 
there,” she said.

If the crisis leads to more permanent shifts 
in shopping patterns, then one implication could 
be that brands start to value their local stores 
in cities like Riyadh, Jeddah, Doha, Abu Dhabi 
and Kuwait City more than they did before the 
pandemic. Dubai, however, could follow a slightly 
different trajectory, according to Rania Masri, 
Chief Transformation Officer of Chalhoub Group, a 
luxury retail and distribution company headquar-
tered there. “Tourism is very important for Dubai. 
Travel has had a big effect on us here [in contrast 
to the other Arabian Gulf consumer markets] that 
depend [more] on their local populations.”

Anticipate the Changing Nature of Cities

People all over the world have been forced 
this year to change the way they live and work. As a 
result, both the function of cities and the relation-
ship that consumers have with them are in a state 
of flux. 

“The very wealthy consumers… 
have stayed in local markets 
and there is significant spend 
trapped there.”

“It’s now cheaper to convert 
offline in China than it is to 
convert online.”

FASHION SYSTEM
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“All of a sudden — whether we are talking 
about people in London, New York City or Shanghai 
— we feel untethered to that [urban] system [which 
has been prevalent since the industrial age]. So as 
I am able to work, or educate and entertain myself 
remotely, as opposed to feeling that I have to 
gravitate to any particular city centre or  
high street, then things change dramatically,” 
Stephens said.

Eight weeks after all shops were allowed to 
reopen in England after a three-month lockdown, 
footfall in London’s prime retail neighbourhood in 
the West End remained 63 percent down compared 
with 2019 levels, according to data from New West 
End Company, which represents 600 businesses 
across Oxford Street, Bond Street, Regent Street 
and Mayfair.236

Conversely, edge-of-town retail parks 
such as South London’s Brocklebank, have seen 
much better bounce-back, with customers finding 
the convenience of easy parking more appealing 
than using public transport. Fast fashion retailer 
Primark said its retail-park sales were up in 2020 
significantly compared with the previous year.237

Suburban retail was already gaining ground 
over central locations, as affluent people preferred 
shopping centres and malls in well-off residential 
peripheries of emerging market megacities such as 
Moscow, Istanbul, Mumbai, Lagos and Jakarta. 

According to Alexander Pavlov, chief 
executive of Tsum department stores in Russia, 
which are managed by Mercury Group, the 
Barvikha Luxury Village has seen high rates of 
growth in 2020. The retail complex, which features 
stores including Valentino, Celine, Chopard and 
Ralph Lauren, is located on the fringes of Moscow 
close to many of the dachas (second country homes) 
where the group’s wealthy consumers have been 
spending more time since the pandemic. “Fashion 
brands should put more focus and attention on the 
local market to increase their market share. Once 
the borders are open, clients will keep buying the 
brands that they got used to buying locally,” he said.

In Shanghai, 98 percent of the 2.65 million 
square metres of the total new physical retail space 
supply expected to be developed over the next few 

years will be in secondary and decentralised areas 
of the city, according to figures from CBRE. This 
would leave only 2 percent for traditional “prime” 
retail areas.238 Highly anticipated new develop-
ments in the pipeline, such as Swire Properties’ 
120,000-square-metre Taikoo Li Qiantan in the 
outer regions of Pudong district, are spread wide 
across Shanghai’s fringes.

“The people who live in a community [now] 
tend to live, work and play in that community,” said 
Albert Chan, Director of Development, Planning and 
Design for Chinese real estate giant Shui On Land.

The same pattern is playing out in other 
parts of the world, where some of the most exciting 
new retail developments are being constructed 
outside of city centres, to cater to middle-class 
consumers with cars looking for shopping, 
dining, entertainment and community services 
in one place. The much-anticipated Capital Mall 
development in South Africa’s Pretoria West 
region, located at the intersection of several major 
motorways, is just one example. 

Though this race to the suburbs may appear 
to be a mere replication of the outbreak of suburban 
malls in more developed markets, especially North 
America, the next generation of spaces could be 
markedly different if they are specifically designed 
to cater to their local communities in the post-pan-
demic era, rather than just taking advantage of 
cheaper land on the city fringes.

Suburban retail was already 
gaining ground over central 
locations, as affluent people 
preferred shopping centres and 
malls in well-off residential 
peripheries of emerging market 
megacities such as Moscow, 
Istanbul, Mumbai, Lagos  
and Jakarta.
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“If you look at the complexion of shopping 
centres in the mature markets of the US and 
Europe… oftentimes they are monolithic centres 
[with] no real sense of authentic place.” Stephens 
said. “But [nobody needs] 200 of the same stores 
cookie cut across the land.” 

However, according to JLL’s Elstob, the 
increasing importance of suburban and satellite 
city locations doesn’t necessarily mean that city 
centre locations become less attractive. “We are 
advising some clients that are looking to enter the 
New York market [to now] consider some more 
high-profile locations than they could have before 
because the terms available are better and they can 
get more incentivised deals,” Elstob explained.

Embrace the Impermanence of Built 
Environments

Not long ago, ideas about the use of built 
environments seemed permanent, but events in 
2020 have taught us all to question any pre-con-
ceived notions of permanence.

The notion that a brand should always select 
permanent locations for its retail portfolio — or 
even relatively permanent ones, locking itself into 
five- or ten-year leases before carefully re-examin-
ing its priorities — now feels antiquated. The new 
mantra is about flexibility and manoeuvrability, 
which is a concept that is often hard to square with 
the solid nature of bricks and mortar.

But with the only alternative being rows 
of empty storefronts marring the faces of cities 
around the world, landlords are likely to become 
more receptive to experiments and accept 
ephemeral concepts. In some markets, transient 
retail formats will probably move from being a 

peripheral part of the retail environment to the 
very core.

In Shanghai, for example, a new, youth-fo-
cused mall which opened to the public at the end 
of 2019, TX Huaihai, has this ephemeral mentality 
at the centre of its lease agreements.239 According 
to company founder Dickson Szeto, who is in the 
process of opening half a dozen more TX properties 
around China, its malls will feature a rotation  
of brand pop-ups changing every three months in  
a bid to keep up with young consumers’ desire  
for newness.

“If I give a brand three years of space,  
I am taking a risk, but they are also taking a risk,  
so pop-ups are the best model for both parties,” 
Szeto explained.

As consumers’ shopping priorities changed 
in 2020, executives realised that there is a degree of 
insecurity in every physical retail store, experience 
and format. No one knows for certain how long 
consumers’ new order of priorities will last or how 
they may evolve in 2021 and beyond, but a return to 
the pre-pandemic status quo is highly unlikely. 

Whatever happens next, the key to building 
a successful physical retail portfolio will hinge 
not only on sophisticated and seamless digital 
integration for ultra-connected consumers, but 
on the ability of brand leaders to seize the moment 
in terms of location, format and next-generation 
strategies that generate good return on investment.

“I think, going forward, brands will and 
should become far more opportunistic in terms of 
where the brand appears, where it pops up, where 
it delivers experiences,” Stephens said. “It may be a 
question of having fewer stores, but fundamentally 
better stores.”

“If I give a brand three years of 
space, I am taking a risk, but 
they are also taking a risk, so 
pop-ups are the best model for 
both parties.”

The new mantra is about 
flexibility and manoeuvrability, 
which is a concept that is often 
hard to square with the solid 
nature of bricks and mortar.
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10. WORK REVOLUTION

Prompted by fundamental changes in the way companies 
worked during the pandemic and the need to drive 
performance in the years to come, an enduring new 
model for work is likely to emerge. Companies should 
therefore refine their blends of remote and on-premises 
work, invest in reskilling talent and instil a greater sense 
of shared purpose and belonging for employees who 
continue to reconsider their own priorities.

The pandemic has had a dramatic impact 
on fashion industry employment. Many jobs have 
been lost — and many more are at risk — across all 
industry functions, from the factory floor to stores 
on the world’s most exclusive shopping boulevards. 
In August 2020, the UK saw the lowest retail 
employment levels since 2009,240 while the US 
reported that more than 2 million retail jobs had 
been lost due to coronavirus.241 

Other factors could contribute to higher 
unemployment levels across the industry next 
year, as brands conduct store network reviews and 
companies in a variety of fashion industry sectors 
feel the pressure from tighter budgets. Luxury 
brands, for instance, have cut advertising spend 
by as much as 80 percent,242 and US model agency 
revenues are estimated to see a 7.5 percent decline in 
2021.243 Across functions, recent graduates and young 
professionals will continue to be severely impacted 
by the crisis as many job opportunities have either 
disappeared or remain on hold. And for those who do 
remain in gainful employment, many are witnessing 
profound changes to the way that  
they work.

In an industry where in-person interaction 
and long-distance travel have long been of paramount 

importance, fashion companies have shown 
resilience since the start of the crisis by translating 
their traditional ways of working to the online 
environment. Social distancing measures and the 
inability to travel have accelerated the shift to digital 
in design, product development, buying, sell-in and 
more. Tools such as virtual sampling, digital material 
libraries and 3D rendering of collections for sales, 
which weren’t broadly used before the pandemic, 
have increasingly become the norm. 

Similarly, the reinvention of trade shows 
and showrooms predicted in our “Unconventional 
Conventions” theme last year took off quicker than 
expected, as seen in the adoption of a number of 
innovations like digital trade hubs, marketplaces 
and fashion shows. For instance, 220,000 attendees 
joined the digital edition of key Latin America fashion 
fair ColombiaModa in July 2020, during which more 

Fashion companies have shown 
resilience since the start of 
the crisis by translating their 
traditional ways of working to the 
online environment.
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than 4,000 digital appointments were scheduled.244 
Some of the solutions offered by companies for 
these new formats are even being monetised. PVH’s 
self-built virtual showroom Hatch, for example, has 
now become a standalone B2B tool which is offered to 
other fashion players.245

As the pandemic has called into question the 
role of the physical workplace, fashion companies 
must balance business efficiency with employees’ 
needs and preferences, creating a new hybrid work 
model that supports organisational priorities. 
Around 90 percent of fashion executives answering 
our BoF-McKinsey State of Fashion 2021 Survey 
anticipate that hybrid working will become the norm 
in 2021 (see Exhibit 13).246 Hugo Boss announced 
in August 2020 it would allow employees to work 
remotely two days per week, following the results of 
an internal survey in which more than 90 percent of 
respondents had asked to switch to a hybrid model.247 
In July, apparel group G-III was forced to postpone 
its date of return to the office after many employees 
complained about not being able to continue  
remote working.248 

Work location, however, is just one of the 
many questions that fashion businesses must answer 
to prepare for the future of work. Another major 
challenge is the need for reskilling, as the pandemic 
has highlighted the importance of certain roles over 
others and certain areas of responsibility within 
roles. As entirely new skill needs continue to emerge 
next year, fashion companies will either have to 
develop them in-house or acquire them by recruiting. 
Fashion schools expect the weight of digital and 
analytics skills, for example, to increase significantly 
in their curricula, as a result of higher demand from 
fashion employers. 

Interestingly, some of the skills gaps that 
exist within fashion companies may be filled by 
hardwiring remote working practices and thereby 
tapping into a global — rather than local — talent 
pool. Swedish underwear brand CDLP, for instance, 
already announced it plans to hire 50 percent of 
its staff outside of Stockholm, which means those 
employees could work remotely in fashion hubs 
like Paris, London and New York or much further 
afield.249 As proximity to the workplace becomes a 
less critical factor for employment, fashion firms also 
now have the opportunity to reach their diversity and 
inclusion (D&I) goals by overcoming location bias. 
With 27 percent of diversity efforts put on hold during 
Covid-19, fashion executives need to urgently revive 
D&I as a priority.250 

The talent mix is also likely to change next 
year. In the reskilling process, some firms may try 
to increase their workforce flexibility and limit 
employee costs by increasing their reliance on 
freelancers and contractors. Across industries, one 
Gartner survey showed that 32 percent of organ-
isations were replacing full-time employees with 
contingent workers, as a cost-saving measure.251 If 
the trend confirms itself this could lead to a further 
fragilisation of fashion workers, in an industry 
already highly reliant on contingent work in roles 
such as models, stylists and photographers. 

Another area revolutionised by the legacy of 
the pandemic’s restrictions will likely be the social 
role played by companies and the importance of the 
workplace in building social capital and maintaining 
social cohesion. The rise of digital nomadism — 
whereby employees can work from anywhere in 
the world and do not have one fixed workplace — is 

Around 90 percent of fashion 
executives anticipate that hybrid 
working will become the norm  
in 2021.

As entirely new skill needs continue  
to emerge next year, fashion 
companies will either have to 
develop them in-house or acquire 
them by recruiting.
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not optimal for all. Some people have suffered from 
poor mental health, loneliness and a lack of social 
interaction, as shown by a cross-industry survey 
ran by The Martec Group in which 42 percent of 
remote workers said their stress levels had risen since 
working from home.252 The risk is even greater in an 
industry like fashion, where there has historically 
been a high reliance on interpersonal connections, 
networking and collaboration. In this context, the 
physical workplace could still play an important role 
in the future as a space for dispersed employees to 
meet in real life.

Regardless of the recovery timeline, the new 
operations of the fashion industry emerging from 
the crisis will be radically more digital than in the 
past and will require new pools of skills. The year 
ahead offers opportunities for fashion executives to 
introduce skill sets that drive value in their future 
business models. To benefit from the work revolution 

that the pandemic has accelerated, executives will 
also need to upgrade business processes in order to 
prioritise the recruitment and upskilling of talent to 
fill these gaps. The key for many fashion companies 
will be to invest not only in urgent training 
programmes but also in employees’ longer-term 
learning journeys.253 

At the same time, C-suite executives should 
work with human resource departments to formalise 
a new hybrid model of working as soon as possible 
— one that achieves the right balance between 
stakeholder preferences and business requirements. 
Given the destabilising impact of the pandemic, 
fashion companies will be challenged to foster a 
strong collective spirit and organisational culture.  
To make sure that they do, company leaders will need 
to double down on their mission and values, while 
committing even more to representation in  
the workplace. 

Exhibit 13:

Most fashion executives expect a hybrid working model to 
continue through 2021
% OF RESPONDENTS

FASHION SYSTEM

SOURCE: BOF-MCKINSEY STATE OF FASHION 2021 SURVEY

Back to office as usual for all 
employees

Back to office as usual for all who don’t 
have a valid reason

Hybrid model for all employees

Hybrid model for those where it makes 
sense, for the rest back to office as usual

Remote working for all employees

4

0

7

46

43

C
re

at
iv

e 
bu

si
ne

ss
 p

eo
pl

e 
m

ee
tin

g 
vi

a 
vi

de
o 

co
nf

er
en

ce
. P

ho
to

 b
y 

A
rie

l S
ke

lle
y 

vi
a 

G
et

ty
 Im

ag
es



101



102

Th
e 

St
at

e 
of

 F
as

hi
on

 2
0

21

THE STATE 
OF BEAUTY
2021



103

Pandemics do not alter history in as much 
as they accelerate it. This principle holds true for 
the changes witnessed across the global beauty 
industry, which saw nearly half a trillion dollars 
spent on beauty products in 2019. While beauty 
sales in the first half of 2020 declined by 10 to 
30 percent, the sector — encompassing colour 
cosmetics, fragrance, haircare, personal care and 
skincare — is recovering.254 The reshaped market 
that will emerge out of the crisis, however, will 
reflect significant shifts across different regions, 
categories and channels. 

These shifts are less a disruption of norms 
than a surfacing of trends already latent pre-crisis. 
With the exception of certain elements of beauty 
services and travel retail, many of these changes 
have played out on accelerated timelines, taking 
three to five months to materialise, rather than 
three to five years. Retailers and brands are rising 
to meet consumer demand and make the digital 
shifts needed in terms of product, commitments 
and purchasing experiences.

IN-DEPTH

Why Beauty Will Make a Quick 
Comeback
The global beauty market is set to return to — and even surpass — 2019 
levels in 2021, once again proving that it is more resilient than fashion, 
which is not expected to recover until 2022 at the earliest. But, like fashion, 
the beauty market that returns will reflect a changed landscape across 
regions, categories and channels. 

by Sophie Marchessou and Emily Gerstell

Key Insights
• Recovery will be led by China, where sales have already rebounded. The US 

is on track to recover within the first half of 2021, while sustained declines in 
travel retail extend the timeline to 2022 for Europe and Japan.

• Fragrance and colour cosmetics faced steep declines in 2020, but beauty 
demand overall remains strong as consumers turn to the “self-care” 
categories of skincare, haircare and personal care — all of which face less 
disruption from new Covid-19 routines and lend themselves well to digital 
discovery and purchase.

• Brands and retailers are responding to the “new normal” in their product and 
channel strategies, with successful players focused on building direct, trust-
based connections with the beauty consumer in an increasingly virtual world.
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THE STATE OF BEAUTY 2021

Recovery Speed and Character by Region

Inevitably, the recovery picture varies 
by region. Europe and Japan have been hit hard 
by their relatively low e-commerce penetration 
compared to other advanced economies and high 
exposure to the collapse of the $40 billion travel 
retail beauty market.255 In the context of continued 
negative consumer sentiment about economic 
recovery and new waves of local lockdowns and 
permanent department store closures, we do  
not expect beauty sales in Europe or Japan to 
return to 2019 levels until the first half of 2022 at 
the earliest.256

In contrast, China had already surpassed 
2019 beauty sales by the first half of 2020,257 258 with 
an 8 to 10 percent average annual growth forecast 
between 2019 and 2021.259 This is partly due to the 
onshoring of some of the estimated $30 billion that 
Chinese consumers previously spent on beauty 
when travelling internationally. China’s beauty 
e-commerce market — which pre-crisis already 
comprised more than 40 percent of sales — has also 
continued to grow. Local “C-beauty” brands are 
leading the charge through innovative, agile and 
cost-effective digital go-to-market models. 

Perfect Diary is emblematic of this, with its 
hyper-local influencer strategy and light-heart-
ed “best friend”-style customer relationship 
management (CRM) focused on private traffic via 
WeChat and other direct channels to consumers — 
similar to how companies outside of China might 
use a blog or email.260 At the same time, internation-
al giants such as Estée Lauder Companies, L’Oréal 
Group and LVMH are also driving China’s beauty 
rebound. So far their investments in China are 

paying off, with L’Oréal Group reporting almost 60 
percent growth of digital sales in China in the first 
half of 2020 compared to 2019.261

In the US, by comparison, we forecast a 
return to pre-crisis beauty sales by as early as the 
first half of 2021, with an average annual growth 
rate of 3 to 4 percent between 2019 and 2021 — if 
the pandemic is managed effectively in the interim. 
Like in China, digital will drive recovery. Pre-crisis, 
e-commerce accounted for 20 percent of the US 
beauty market; by 2021, McKinsey estimates 
that penetration could accelerate to 35 percent. 
This chimes with our consumer research, which 
found that one-third of US consumers plan to 
permanently make e-commerce their primary 
purchase channel for beauty.262 The ascendance of 
Amazon, which is on track to capture $10 billion, 
or over 10 percent, of US beauty sales in 2020 (up 
from $4 billion and under 5 percent in 2018) is a 
testament to this shift.263 

The shift to e-commerce for this sector 
is a global phenomenon: McKinsey predicts that 
the channel’s share of the beauty market will 
effectively double from just over 10 percent in 2019 
to almost 20 percent by 2021. It is also a function 
of increased engagement in social media, both as 
a purchase and a discovery channel. Instagram 
has made significant in-roads into commerce, 
including plans to test shopping on its Reels video 
product. While social shopping is in its infancy in 
the US, 17 percent of US Millennials report they 
have either started to purchase directly through 
social media or are increasing their purchases via 

China had already surpassed 
2019 beauty sales by the first half 
of 2020, with an 8 to 10 percent 
average annual growth forecast 
between 2019 and 2021.

While social shopping is in its 
infancy in the US, 17 percent 
of US Millennials report they 
have either started to purchase 
directly through social media or 
are increasing their purchases 
via that channel.
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that channel.264 Many brands long-associated with 
Instagram, from Morphe to Charlotte Tilbury, have 
been quick to embrace Gen-Z-favourite TikTok, 
where users often showcase videos of themselves 
doing “challenges” in the form of a before and after 
video.265 Revlon’s #DoItBold challenge on TikTok, 
which invited fans to post content (not necessarily 
featuring Revlon products) that “tap[s] into your 
bold, bad self,” reached two billion views within 
three days of its October 16, 2020 launch.266 

Category Comeback and the Shift to 
Self-Care 

The overall return to pre-crisis levels in 
2021 hides variations across and within categories. 
According to NPD, fragrance and colour cosmetics 
sales will likely continue to fall at an average 
annual rate of 12 percent and 2 percent respectively 
between 2019 and 2021.267 In contrast, haircare, 
skincare and personal care are predicted to grow 
in 2021.268

Going into the crisis, fragrance was already 
facing headwinds. Its biggest markets in Western 
Europe — UK, France and Germany, each worth 
approximately $3 billion in 2019 — had declined 
8 percent, 6 percent and 3 percent respectively 
in 2019 versus 2018.269 Disruption in travel retail 
(which accounts for approximately 20 percent of the 
total global fragrance market), in addition to fewer 
out-of-home occasions, the inability to translate 
olfactory experiences online, and a spending shift 
to scented premium bath, body care and home 
fragrances, all pose challenges to recovery of the 
fragrance category.270 

Some niche, luxury fragrance brands have 
been relatively insulated by the strength of their 
home fragrance and bath and body business. 
However, these brands only represent a sliver of 
the fragrance market. Estée Lauder Companies 
reported in May 2020 that Jo Malone had doubled 
its home fragrance and bath and body business in 
China yet gains in Asia were not enough to offset 
an overall decline in the Estée Lauder group’s 

fragrance business.271 It follows that fragrance- 
focused players have been hit hard: Coty reported 
in August that quarterly net revenues in its 
prestige division dropped almost 75 percent.272 
While Interparfums saw net revenues drop over 
70 percent in its second quarter, the company 
expressed optimism that it would be able to close 
2020 with revenues down only 38 percent relative 
to 2019.273

Colour cosmetics had also experienced 
tempered sales going into 2020, after a growth 
streak between 2015 and 2018.274 Now, mask-wear-
ing and the limitations of colour-matching online 
inhibit lipstick and face makeup sales. During the 
popular 618 shopping festival in June, China saw 
growth in the makeup category shift from lip 
products (the historic growth-driver of cosmetics 
in China) to eye makeup, which grew 159 percent.275 
Across the globe, eye makeup has emerged as a 
relative bright spot, with NPD reporting 6 percent 
growth of prestige eye makeup in the US in the 
second quarter of 2020 relative to 2019. However, 
its growth cannot compensate for declines in the US  
prestige colour cosmetics category overall,  
which saw sales down by 52 percent in the  
second quarter.276

But demand is not diminished entirely —  
it is just different — with growth coming from 
“self-care” products as consumers favour creams, 
masques, jade rollers and bath bombs. These 
categories are aligned with broader wellness 
trends and, crucially, lend themselves well to 
digital discovery and purchase. Across the globe, 
consumers indicate a growing preference for 

Across the globe, eye makeup 
has emerged as a relative bright 
spot, with NPD reporting 6 percent 
growth of prestige eye makeup 
in the US in the second quarter of 
2020 relative to 2019.
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natural or so-called “clean” formulations, with 41 
percent of German consumers and 30 percent of 
British consumers saying they prioritise this over a 
“stronger” formula.277

Consumers are also turning to personal 
care and skincare products to address conditions 
specifically related to Covid-19, whether that is to 
address dry hands, breakouts from mask-wearing 
(“maskne”), or puffy eyes from hours squinting 
at a computer screen while working remotely. 
Doctors around the world have noted a spike in 
patients experiencing stress-induced hair loss. 
New York-based LM Medical practice, for instance, 
has seen the number of patients seeking solutions 
for hair loss go from one patient a day to five a 
day. They have also seen a 30 percent increase in 
procedures, which facial plastic surgeon Dr Lesley 
Rabach attributes to “people taking advantage of 
downtime — the whole recovery process is covered 
by a mask.”278 

DIY and the Return of Beauty Services

Throughout the pandemic, “do it yourself” 
products have also performed well. On Amazon, 
DIY categories of nail care and hair dye have seen 
growth of 300 percent and 200 percent respec-
tively in the US relative to 2019 levels. To put this 
into context, this represents four to six times the 
growth rate of Amazon beauty overall.279 However, 
we anticipate that the majority of consumers will 
return to receiving beauty services in salons once 
they feel physically and financially secure enough 
to do so. In McKinsey’s June 2020 salon services 
survey, when asked why they were spending less, 
only 25 percent of consumers said it was due to 

being satisfied with the results of DIY beauty. For 
consumers who normally frequent salons, the 
percentage who were satisfied with DIY results 
dropped to just 15 percent.280

When consumers do return to salons, they 
may be seeking different services and products 
more focused on embracing and enhancing their 
natural look. “Natural” does not, however, mean 
no products or services — this is a “you, but better” 
look. Over one-third of consumers report they plan 
to spend less on chemical treatments permanently 
altering the hair’s texture, such as keratin 
treatments, perms or relaxants; instead they report 
plans to purchase services and products that will 
better nourish their hair, such as bond building 
treatments. The natural look has its limits though: 
Consumers’ intent to continue covering their grey 
hair remains undimmed.

In terms of price points, we have seen a shift 
towards more affordable products in the US and 
Western Europe, but this appears to be driven by 
store closures in prestige beauty channels rather 
than a lasting trend. Mass-market nail polish, facial 
moisturiser, cleanser and haircare all saw growth 
driven by price, not volume. In China, we have 
continued to see strong growth from premium and 
luxury segments as well as deep-discount focused 
“shopping festivals” — such as as Singles’ Day and 
JD.com’s 618 sale — which drive disproportionate 
growth.281

Conscious Consumption and a Call to Action 

Today’s consumer is more ethically 
minded, demanding that brands and retailers 
build their businesses with a conscience. 2020 
has seen a continued focus on sustainability, with 

Today’s consumer is more 
ethically minded, demanding that 
brands and retailers build their 
businesses with a conscience.

When consumers do return to 
salons, they may be seeking 
different services and products 
more focused on embracing and 
enhancing their natural look.
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beauty manufacturers facing pressure from both 
consumers and shareholders to take action. What 
constitutes “sustainable,” however, is not clear-cut, 
as there is no regulation defining what it means 
to be “natural”, “clean” or “sustainable.” Retailers 
from mass market to luxury are responding by 
creating their own standards, with “clean beauty-
only” retailers flourishing, from US-based Credo 
Beauty to Oh My Cream in France.282 283 While 
claims around sustainability are increasingly table 
stakes in the beauty business, consumers are not 
necessarily willing to pay more for it. Two-thirds 
of consumers in Germany and the UK consider a 
brand’s actions on sustainability to be an important 
buying factor, but only one-third of Germans and 
16 percent of Britons are trading up their purchases 
to more sustainable brands, versus 46 percent and 
36 percent of Germans and Britons, respectively, 
trading up for quality.284

The very public acts of racial injustice in 
the US and around the world in 2020 have also 
pushed the beauty industry to reflect on its role and 
responsibilities in shaping beliefs and behaviours. 
Consumers have called on global beauty giants 
to stop using promises of “whiteness” to sell 
products, citing the harmful stereotypes (if not 
ingredients) inherent in such claims. In the US, 
we are seeing companies join initiatives such as 
Aurora James’ 15 Percent Pledge (committing to 
dedicating at least 15 percent of their shelf space 
to Black-owned businesses)285 or Uoma Beauty 
founder Sharon Chuter’s #PullUpOrShutUp 
movement that challenged companies to go beyond 
words of support and be transparent about their 
actions. Beauty companies are recognising that 
being ethical and inclusive as organisations is both 
important and good for business — but that the 
industry has a long way left to go.

Exhibit 14:

China’s beauty market growth is expected to significantly 
outpace that of the US, Japan and Western Europe
BEAUTY MARKET SIZE YEAR-ON-YEAR PERFORMANCE VS. 20191, %
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J  F  M  A  M  J  J  A  S  O  N  D

2021 2022

SOURCE: FORECASTS FOR GLOBAL BEAUTY RECOVERY BY REGION, CATEGORY AND CHANNEL, REFLECT MCKINSEY PERSPECTIVE, MGI MACRO-ECONOMIC SCENARIOS 
AND NPD, NIELSEN, IRI, AMAZON STACKLINE AND PUBLICLY REPORTED COMPANY FINANCIALS FOR Q1 AND Q2 2020
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Digital Discovery and the Changing Role of 
the Store 

Retailers around the world are rethinking 
their assortments to meet changing demand. Not 
surprisingly, many are planning to expand their 
2021 assortment in skincare and natural products, 
according to a survey of 50 US beauty merchants 
across mass market and premium beauty retail.286 
They also plan to focus on “hero” SKUs (a brand’s 
bestsellers). As Fabrizio Fredo, chief executive of 
Estée Lauder Companies, said in the company’s 
earnings call in May 2020, consumers are proving 
more inclined to “seek brands and products they 
trust” while in-store retail remains challenged.287

In response to these and other shifts, 
retailers are adapting their store strategy and 
re-thinking the role of the store in an omnichannel 
environment. Sephora announced plans in early 
February to open 100 community-focused stores 
in 2020, but, in October, the company revised its 
plan, to instead open 40 stores in 2020 and 70 in 

2021. Sephora Americas CEO Jean-André Rougeot 
described the stores as playing an increasingly 
critical role as part of the end-to-end supply chain, 
not its end point. The retailer has plans to test using 
stores as quasi-warehouses to facilitate same-day 
delivery of holiday orders. In other words, the need 
for stores remains strong but the reason to go to the 
store is changing.288

Outlook for 2021 and Beyond 

There is no question that 2020 has 
brought unprecedented challenges to consumers 
and companies around the world. Compared to 
other sectors such as fashion, beauty has been 
relatively insulated from the impact of Covid-19, as 
consumers continue to look to it as an affordable 
— and easily orderable — “pick me up” in a time of 
such duress. As beauty moves into a recovery phase, 
companies across the value chain — from manu-
facturers to retailers — will need to ensure they are 
flexible enough to adjust to category and regional 
opportunities, while maintaining or increasing 
their digital investments. 

The authors would like to thank Danielle Bozarth, Sara Hudson, 
Aimee Kim, Clarisse Magnin, Jennifer Schmidt, Emma Spagnuolo, 
Marie Strawczynski and Yuanyuan Zhang for their contribution to 
this article.

Retailers are adapting their store 
strategy and re-thinking the role 
of the store in an omnichannel 
environment.
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Exhibit 16:

Digital gains almost 10 percentage points globally as consumers 
shift to online
CHANNEL MIX PRE- AND POST-COVID; RETAIL SALES, %

SOURCE: FORECASTS FOR GLOBAL BEAUTY RECOVERY BY REGION, CATEGORY AND CHANNEL, REFLECT MCKINSEY PERSPECTIVE, MGI MACRO-ECONOMIC SCENARIOS 
AND NPD, NIELSEN, IRI, AMAZON STACKLINE AND PUBLICLY REPORTED COMPANY FINANCIALS FOR Q1 AND Q2 2020
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Mass, club retailers3
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1 E-commerce includes all online sales (i.e., marketplace, brand.com, retailer.com)
2 Grocery includes convenience stores, forecourt retailers and supermarkets
3 Mass, club retailers include discount/warehouse and hypermarkets

4 Beauty specialist retailers does not include any retailer.com's; these are included in e-commerce
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6 Other channels include hair salons, home shopping, apparel specialty, vending, etc.
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Exhibit 15:

Shifts in the global beauty category mix are expected to last 
post Covid-19
CATEGORY DEVELOPMENT IN BEAUTY; % SHARE OF RETAIL SALES 20211

SOURCE: FORECASTS FOR GLOBAL BEAUTY RECOVERY BY REGION, CATEGORY AND CHANNEL, REFLECT MCKINSEY PERSPECTIVE, MGI MACRO-ECONOMIC SCENARIOS 
AND NPD, NIELSEN, IRI, AMAZON STACKLINE AND PUBLICLY REPORTED COMPANY FINANCIALS FOR Q1 AND Q2 2020
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Fashion Players Focused on Digital, 
Asia and Luxury May Have an Edge 
With industry challenges continuing into 2021, how can players capture 
opportunities where they arise? 

MCKINSEY GLOBAL FASHION INDEX

The McKinsey Global Fashion Index (MGFI)  
offers a bird’s-eye view of the fashion industry, 
tracking financial development and value creation 
through economic profit. Spanning regions, value 
segments and product categories, the MGFI is 
comprised of a proprietary data set of public 
companies whose predominant revenue streams are 
from fashion.

In this fifth edition of the MGFI, we continue 
our exploration of economic profit — a measure 
of value creation that comprises operating profit 
less adjusted taxes and cost of capital. The metric 
measures absolute value created over time, taking 
into account how much each company invests to 
generate its performance. First, we unpack historical 

economic profit composition and development across 
the industry. We then explore the impact of Covid-19, 
which has caused a combined $50 billion of value 
within the fashion companies studied to fall into a 
state of distress by September 2020. Finally, we look 
at stock market valuations and their implications for 
what it will take to succeed in 2021.

Looking Back at 2019 — The “Pre-Crisis Year”

The last edition of the MGFI showed that the 
majority of fashion executives across value segments 
and geographies anticipated an industry slowdown 
in 2020, after two years of growth in economic 
profit. The industry would continue to expand, but 

Key Insights
• After 4 percent economic growth in 2019, the events of 2020 devastated 

fashion industry performance with economic profit estimated to be down 
93 percent year-on-year.

• Fashion industry value is now further concentrated among the top 
players — 60 percent of the industry was value-destroying in 2019, 
growing to an estimated 73 percent in 2020. 

• Investors put their trust in internet retailers, companies that have a 
high proportion of sales in the APAC region, and companies that have 
previously been in our Super Winners list — implying the strong will get 
stronger in 2021 if stock valuations are a signal of future success.



112

Th
e 

St
at

e 
of

 F
as

hi
on

 2
0

21

Exhibit 17:

Industry economic profit is estimated to be down 93% in 2020 
after growing 4% in 2019
TOTAL ECONOMIC PROFIT (2020 VALUE IMPLIED BY MARKET VALUATIONS),1 INDEXED TO 2010 EP AS 100 

Exhibit 18:

The “winner-takes-all” effect was magnified in 2019
FASHION COMPANIES’ CONTRIBUTION TO INDUSTRY ECONOMIC PROFIT BY RANKED QUINTILE, %

SOURCE: MCKINSEY GLOBAL FASHION INDEX (MGFI)
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at a slower pace, amid macroeconomic uncertainty, 
political upheaval and the threat of trade wars. Now, 
of course, the coronavirus pandemic towers above all 
challenges, and its economic impact will likely be felt 
for years to come.

In 2019, the fashion industry delivered an 
estimated 4 percent increase in economic profit, 
keeping it on the growth track that began in 2017, 
only at a slower pace.289 Drilling down into the 
growth number, revenues fell by 0.9 percent, offset 
by cost of goods sold (COGS) decreasing 3.2 percent, 
which resulted in a 6.9 percent increase in industry 
gross profit. However, a rise in other operating 
cost items created a net decline in earnings before 
interest, taxes and amortisation (EBITA). Finally, 
improvement in capital efficiency took capital 
charges down by 4.8 percent, turning economic 
profit to positive growth. The industry’s EBITA 
margin in 2019 was 10.6 percent, compared with  
10.9 percent in 2018.

The evolution of economic profit within 
performance quintiles tells a story that has now 
become an established narrative; namely that 
economic profit is gravitating further towards the 
most successful companies, leading to a widening gap 
between the “top and bottom.” In fact, the polarisa-
tion trend accelerated in 2019, with the top 20 percent 
of performers by economic profit accounting for 203 
percent of total industry profit. (The percentage 
figure above 100 is possible because so many 
companies contributed negative economic profit.) 

The bottom 20 percent posted -95 percent  
of the economic profit, compared with -67 percent 
in 2018 and -77 percent in 2017. Only in 2016 was the 
industry more polarised, with the top 20 percent 
accounting for 204 percent of economic profit, 
while the bottom quintile generated -101 percent. 
In a continuation of the trend seen in recent years, 
the middle segment, representing the 21st to 80th 
percentile, failed to make a positive contribution to 
economic profit, in fact seeing its share slide to  
-9 percent, the lowest level since at least 2016.

Tracking the same data from a different 
perspective illustrates the extent of the industry’s 
challenge. Some 60 percent of companies were value 

destroyers in 2019, meaning they delivered negative 
economic profit. That was the highest proportion for 
at least a decade, compared with 55 percent in the 
three previous years, and consecutively decreasing 
amounts in the years going back to 2011, when just  
26 percent of companies were value destroyers. 
In fact, the proportion of players that destroy value 
has grown steadily since 2011, causing the industry 
to move from a value-creating majority to a value-de-
stroying majority. The high share of value destroyers 
could imply that some companies would struggle 
to re-finance if needed, as they cannot earn their 
cost of capital — likely leading to more companies 
facing financial distress in the future. Underlying 
this economic polarisation is a continuing shift in 
consumer behaviours, with the highly populated 
mid-market suffering at the expense of relatively few 
dominant luxury, value and discount players.

The First Half of 2020 — As Covid-19 Hit

The Covid-19 pandemic has disrupted 
industry performance and will have a significant 
impact on the absolute value and trajectory of the 
industry’s economic profit in both 2020 and 2021. 
Over the past 10 years, economic profit indexed to a 
value of 100 in 2010 has been in a range between  
105 (in 2012) and 51 (in 2016) — though the latter was 
an outlier year with the next-lowest year being 2017 
at 69. While performance year-to-year has varied, 
it has consistently remained within a fairly narrow 
range. The year 2020, however, is in a different 
league of underperformance. While full-year reports 
are not yet published, MGFI estimates based on 
market capitalisation development290 suggest that 
the industry’s economic profit in 2020 will fall by  
93 percent, after rising 4 percent in 2019.  
This would produce an index reading of just 6 
compared to 100 in 2010, and far below the previous 
worst performance in 2016.

The resulting fall in economic profit will also 
be reflected in the proportion of value destroyers, 
which is estimated to rise to a record 73 percent in 
2020, easily surpassing the 60 percent record level 
set in 2019, and almost three times the number 
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Exhibit 19:

The share of value destroyers in the industry grew to 60% in 2019
VALUE CREATORS VS. VALUE DESTROYERS PER YEAR, %

Exhibit 20:

Fashion’s overall market cap plunged in March, while Super 
Winners continue to outperform
MARKET CAP FOR TOTAL INDUSTRY AND SUPER WINNERS, DEC 2019 TO OCT 2020, INDEXED TO DEC 2019 AS 100

SOURCE: MCKINSEY GLOBAL FASHION INDEX (MGFI)

SOURCE: MCKINSEY GLOBAL FASHION INDEX (MGFI)
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seen in 2011. That would mean that out of the 326 
companies in the index, 238 will be value-destroy-
ing, while the industry’s positive profits will be 
divided between just 88 companies.

Analysis of quarterly revenues shows 
the devastating impact of the virus on industry 
performance. As the pandemic first began to spread 
quickly around the world, shopping for clothing was 
far from people’s minds. Based on a dataset of 176 
companies that reported quarterly results in April, 
May or June, revenues fell 34 percent compared with 
the same period in 2019, and EBITA margins fell 21 
percentage points. 

From a segment perspective, luxury and 
affordable luxury continued to do business, while 
value and discount took a hit, perhaps reflecting 
how the initial months of Covid-19 cast relatively 
less uncertainty over the spending of the wealthiest 
consumers. In the discount and value segment, the 
share of e-commerce is often low, influencing  
those companies’ performance during the  
lockdown period.291 

In light of the long-term pressure on physical 
retail, and the relatively large proportion of fashion 
companies that came into the crisis losing money, 
it is not surprising that the shock caused by the 
pandemic was a step too far for many brands. 
Following a steady trickle of bankruptcy filings over 
the past few years, the trend accelerated during 
the early part of the outbreak, with more than $30 
billion of sales in the US under financial distress by 
September 2020. In Europe, the number totalled 
more than $20 billion in sales in the same  
time period.292 

However, there are some silver linings 
amid the clouds. While the impact of the crisis on 
businesses and jobs has been devastating, it may 
have accelerated strategic responses that turn out to 
be somewhat more positive in the long run. Several 
companies have taken the opportunity during the 
crisis to reshape and recalibrate their business 
models, often moving away from physical retail to 
digital-first or digital-only platforms. 

Zara’s parent company Inditex said in early 
summer that the group will close as many as 1,200 

stores around the world (16 percent of the total).  
It then saw a surge in online shopping that helped it 
post a healthy profit, as digital sales jumped by  
74 percent between February and July 31, compared 
with the same period in 2019 — the company at 
one point sold a million items in a day.293 Guess Inc. 
said in June that it was re-evaluating its brick-and-
mortar strategy as coronavirus-related shutdowns 
continue to impact its business, revealing plans 
to permanently shutter about 100 stores in North 
America and China, or roughly 9 percent of its global 
network, over the ensuing 18 months.294

The scale of the challenge facing fashion 
companies is revealed by our McKinsey Fashion 
Scenarios analysis of financial distress and the 
impact of government subsidies. Without subsidies 
and other government support, the analysis shows 
that 75 percent of European companies would be in 
financial distress, based on the sample of 73 listed 
fashion companies from the EMEA region (Europe, 
the Middle East and Africa) with more than $250 
million in net sales. With partial subsidies and 
a weaker recovery, the proportion of distressed 
companies could fall to 58 percent or 52 percent 
with a stronger recovery. It is fair to expect that a 
supportive policy landscape will keep around half of 
companies above water, and will precipitate a wave 
of consolidation in 2021, as stronger players take the 
opportunity to pick off weaker rivals.295 

Looking Ahead — Winning Traits

The forward-looking MGFI theme in last 
year’s report was “apprehension and uncertainty.” 
This year, the same sentiments apply. However, the 
analysis also shows signs of a slow recovery, with 
fashion companies beginning to adjust to the new 
normal and resetting their strategic ambitions. 
Average fashion company market capitalisations 
were at their lowest point in March 2020, with 
valuations 38 percent below their December 2019 
levels. However, valuations have since started to 
slowly recover, and by October 23, 2020 they were 
down only 13 percent in comparison to  
December 2019. 
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Exhibit 22:

Internet retailers took off after March in a V-shaped recovery,  
as prolonged lockdowns drove consumers to online shopping 
MARKET CAP FOR INTERNET RETAILERS VS. OTHERS, DEC 2019 TO OCT 2020, INDEXED TO DEC 2019 AS 100

SOURCE: MCKINSEY GLOBAL FASHION INDEX (MGFI)
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Exhibit 21:

A stronger sales footprint in the APAC region helped brands 
through the crisis with relatively less severe lockdowns
MARKET CAP BY COMPANY APAC FOOTPRINT, DEC 2019 TO OCT 2020, INDEXED TO DEC 2019 AS 100

SOURCE: ANNUAL REPORTS, MCKINSEY GLOBAL FASHION INDEX (MGFI)
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Perhaps not surprisingly, investors had 
more confidence in our list of top 20 fashion players 
by economic profit in 2018 (the “Super Winners” 
published in our last edition), reflecting a flight to 
well-known brands that meant the March 2020 
stock market plunge was less severe for this group 
(down 29 percent from December, compared with 38 
percent down for the total market on average), and 
by October the Super Winners had recovered to 11 
percent past pre-crisis levels. Through the pandemic 
period, Super Winners performed better than  
their peers with 22 percent higher indexed  
stock valuations. 

Companies that performed best in the 
months leading up to October 2020 shared two key 
characteristics. Many of them had a strong APAC 
focus, reflecting the economic strength of that region 
and the relatively smaller impact of the pandemic, 
and others offered a compelling digital proposition.

Looking at 311 fashion companies with 
revenue available on a regional level, those that 
had a sizeable (minimum 30 percent) share of sales 
in APAC consistently posted higher valuations — 
staying at on average 18 percent higher indexed 
valuations than companies with a weaker APAC 
sales footprint (less than 30 percent) in the period of 
January to October. 

One persistent, and unsurprising, theme, is 
that pure play internet retailers such as Farfetch, 
Zalando, Asos and Revolve have consistently outper-
formed in 2020 as locked-down customers turned to 
their digital devices to shop. Despite initially seeing 
their market valuations decline alongside the wider 
market, these digital-first players picked up much 
faster from March, and by October were trading 76 
percent higher than in December 2019. Across the 
January to October period, internet retailers on 
average traded 42 percent higher than other fashion 
companies (by indexed stock valuations), in the 
process lifting their share of total industry market 
capitalisation to 3.4 percent, up from 2 percent 
previously. 

Looking at value segments, the analysis 
shows that value and discount segments surge to 
higher figures than others despite declining with 

the market in March — they were 5 percent up from 
December 2019 figures by October 2020. Despite the 
previously mentioned relatively stronger quarterly 
results in luxury and affordable luxury, the segments 
have been showing valuations only marginally 
above mid-scale brands, with luxury and affordable 
luxury 14 percent below December 2019 levels in 
October, while the mid-scale brand segment was 
down 15 percent. It must be noted, however, that 
looking at luxury fashion companies only (excluding 
the affordable luxury segment), they show a more 
positive outlook and were down only 12 percent  
in October.

Taking a category perspective, sportswear 
has had a strong recovery, reflecting the accel-
erating “casualisation” trend. By October, the 
category was up 7 percent compared with December 
2019. Jewellery and watches were the next-best 
performing category, suggesting that investors 
believe that consumers remained happy to make 
“investment” purchases during lockdown, even as 
their appetite for new clothes declined. The market 
capitalisation of jewellery and watch specialists was 
down 7 percent compared to their December 2019 
valuations by October 2020. Clothing and footwear 
categories were down 18 and 19 percent respectively 
by October from their December 2019 levels.

While 2021 is likely to be challenging for 
almost all fashion companies, there will be oppor-
tunities for some. Those that find success are 
likely to continue to pivot to digital, understand 
where demand lies, and target better-performing 
geographies, segments or product categories.  
In challenging times, bold decisions often reap the 
richest rewards. However, decision-makers must 
also show they are able to respond quickly to a 
dynamic situation, while managing risk effectively, 
because the decisions they make over the coming 
months will be critical to the future of their business. 

Editor’s note: We are not releasing our list of the industry’s Super 
Winners in this year’s edition of The State of Fashion. Due to 
different reporting periods for 2019 financial year results, some 
companies have the impact of Covid-19 reflected in their results while 
some do not, and therefore does not provide us with apple-to-apple 
comparisons to rank companies on their performance this year.
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GLOSSARY
1.5-degree pathway
A scientific estimate that indicates 
limiting global warming to 1.5 
degrees Celsius would reduce 
the odds of initiating the most 
dangerous and irreversible effects of 
climate change.

3D design
Design enabled through software 
tools for virtual rendering and 3D 
visualisation of products with the 
ultimate goal of replacement for 
physical prototypes.

APAC (emerging)
American Samoa, Bangladesh, 
Bhutan, Brunei, Cambodia, China 
(including the Mainland, Hong 
Kong SAR, Macau SAR), Fiji, French 
Polynesia, Guam, India, Indonesia, 
Kiribati, Laos, Malaysia, Mongolia, 
Myanmar, Nauru, Nepal, New 
Caledonia, North Korea, Papua New 
Guinea, Philippines, Samoa, Solomon 
Islands, Sri Lanka, Thailand, Tonga, 
Tuvalu, Vanuatu, Vietnam.

APAC (mature)
Australia, Japan, New Zealand, 
Singapore, South Korea, Taiwan.

Artificial intelligence
The theory and development of 
computer systems able to perform 
tasks that normally require 
human intelligence, such as visual 
perception, speech recognition, 
decision-making and translation 
between languages.

Baby boomers
Demographic cohort born circa 
1946-1964, following the “Silent 
Generation.”

Biodegradable
Material capable of being 
decomposed naturally by bacteria 
when discarded as waste. 

BoF-McKinsey State of Fashion 
2021 Survey
Proprietary joint survey by 
The Business of Fashion and 
McKinsey. The survey asks 
international fashion executives 
and experts to rate their business 
sentiment, investment plans, and 
industry trends. 328 respondents 
participated in the State of Fashion 
Survey for the State of Fashion 
2021 report between August and 
September 2020.

BOPIS
An omnichannel service enabling 
customers to order products online 
and pick them up in stores (buy 
online, pick up in store).

Capital efficiency
A measure of profitability used to 
assess how effective a company is 
at turning capital into financial 
performance.

Carbon neutrality
Balancing the level of carbon 
emissions with an equal level of 
carbon removal through the shift 
to new energy sources, changes 
in industry processes, circular 
business models and carbon 
offsetting.

Central Asia
Kazakhstan, Kyrgyzstan, 
Tajikistan, Uzbekistan.

China’s National Day (Golden 
Week Holiday)
China’s National Day Holiday 
occurring over seven to eight days at 
the beginning of October celebrating 
the formal establishment of the 
People’s Republic of China on 
October 1, 1949.

Circularity
An economic system aimed at 
eliminating waste and promoting 
the continual use of resources; 
minimising resource inputs and 
the creation of waste, pollution 
and carbon emissions. In apparel, 
we refer to the six Rs: reducing the 
materials needed and waste created 
when making products; recycling 
the materials used to produce new 
products; refurbishing deadstock 
and used products into new 
products – without re-processing 
the ‘raw’ materials; reselling 
second-hand or used products 
with no refurbishment; renting 
products through one-off rental or 
subscription models, and; repairing 
products, by professional or 
amateur means during the product’s 
use-phase – without changing 
ownership.

Closed-loop recycling
A recycling process where post-
consumer waste is collected and 
used to manufacture new products.

COGS
An income statement item stating 
the total costs used to create a 
product or service, which has been 
sold.

Concession models
Partnership model where brands use 
a retailer’s space and benefit from its 
foot traffic in exchange for a rent or a 
sales commission. The model allows 
the brand to retain control over its 
image, customer experience and 
assortment, while it is less risky for 
retailers who do not purchase and 
manage inventory like in a wholesale 
model.

Consumer sentiment
An indicator that measures how 
optimistic consumers feel about 
their finances, the state of the 
economy and purchasing behaviour.

Covid-19
Coronavirus disease 2019 (COVID-19) 
is an infectious disease caused by 

severe acute respiratory syndrome 
coronavirus 2 and was classified 
a pandemic by the World Health 
Organisation on March 11, 2020.

Deleveraging 
The process of reducing a company’s 
debt by paying existing debt and 
obligations on its balance sheet. 
Deleveraging allows companies to 
reduce the riskiness of their firm.

Digital material libraries
A central repository for all available 
raw materials and components of a 
product, enabling designers to have 
full visibility over the options they 
can use to complete a design.

Digital sell-in
A digital interface that is comparable 
to an online store, designed for 
showcasing products and order 
intake with B2B customers.

Earlier Recovery Scenario
Effective virus containment 
through vaccine and/or state 
intervention, leading to the lift of 
travel restrictions within a couple 
of months and enabling faster 
economic recovery, with global 
fashion sales returning to 2019 
levels in the second half of 2022.

EBITA
An income statement item that 
deducts amortisation from earnings 
before interest and taxes (EBIT). An 
alternative measure of income a firm 
makes from its core operations.

EBITA margin
A measurement of a company’s 
EBITA as a percentage of its total 
revenue.

EBITDA
An income statement item 
that deducts depreciation and 
amortisation from earnings before 
interest and taxes (EBIT). An 
alternative measure of income a firm 
makes from its core operations.

Economic profit
A measure of value created by 
businesses, whereby opportunity 
costs are deducted from revenues 
earned. A company creates value 
when its operating profit exceeds 
the dollar cost of capital. Economic 
Profit is defined as Net Operating 
Profit, less Adjusted Taxes 
(NOPLAT) minus Capital Charge 
(WACC multiplied by Invested 
Capital).

Europe (emerging)
Albania, Andorra, Armenia, 
Azerbaijan, Belarus, Bosnia-
Herzegovina, Bulgaria, Croatia, 
Cyprus, Czech Republic, Estonia, 
Georgia, Hungary, Kosovo, Latvia, 
Lithuania, Macedonia, Moldova, 
Montenegro, Poland, Romania, 
Russia, Serbia, Slovakia, Slovenia, 
Turkey, Ukraine.

Europe (mature)
Austria, Belgium, Denmark, 
Finland, France, Germany, 
Gibraltar, Greece, Iceland, Ireland, 
Italy, Liechtenstein, Luxembourg, 
Malta, Monaco, Netherlands, 
Norway, Portugal, Spain, Sweden, 
Switzerland, United Kingdom.

EV/sales
A measure that compares a 
company’s enterprise value to its 
annual sales. It is typically used 
as a metric that quantifies the 
purchasing cost of a company’s 
sales. Enterprise value accounts for 
market capitalisation, debt and cash. 

Extended Producer 
Responsibility
Extended Producer Responsibility 
(EPR) is a policy approach under 
which producers are given a 
significant responsibility – financial 
and/or physical – for the treatment 
or disposal of post-consumer 
products.

GDP
The total monetary or market value 
of all the finished goods and services 
produced within a country’s borders 
in a specific time period and thus 
serving as a measure of economic 
health.

Generation-Z
Demographic cohort born circa 
1996–2012, following the Millennial 
generation.

GFA
Global Fashion Agenda.

Government support scheme / 
subsidy
Actions by governments to support 
small and large businesses during 
the Covid-19 crisis. Relevant 
government aid to brands and 
retailers includes rental support, 
salary support for furloughed staff, 
and loans on good terms.

Hybrid working
Flexible work structure in which 
employees can split their working 
hours between working from a 
central office and working remotely 
from their homes.

In-game skins
Outfit worn by a virtual avatar in 
a game; a selection of skins may be 
provided to the player for free or 
for a cost.

Inventory turnover
A ratio showing the number of times 
a company has sold and replaced 
inventory during a given period. 
A decreasing turnover implicates 
lower sales and potentially a 
build-up of excess inventory.

LatAm
Anguilla, Antigua, Argentina, 
Aruba, Bahamas, Barbados, Belize, 
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Bermuda, Bolivia, Brazil, British 
Virgin Islands, Cayman Islands, 
Chile, Colombia, Costa Rica, Cuba, 
Curacao, Dominica, Dominican 
Republic, Ecuador, El Salvador, 
Grenada, Guadeloupe, Guatemala, 
Guyana, Haiti, Honduras, Jamaica, 
Martinique, Mexico, Nicaragua, 
Panama, Paraguay, Peru, Sint 
Maarten, Suriname, St Kitts, 
St Lucia, St Vincent and the 
Grenadines, Trinidad and Tobago, 
Uruguay, Venezuela.

Later Recovery Scenario
Periodic virus resurgence in 
different regions of the world, 
resulting in new waves of lockdowns 
and continued restrictions 
preventing the start of the economic 
recovery, with global fashion sales 
returning to 2019 levels by the last 
quarter of 2023.

Livestream commerce
A service that combines live video 
streaming, the ability to interact 
with sellers and the functionality to 
buy products immediately.

Livestreaming 
The broadcasting of an event or 
product offering (e.g., fashion show 
livestream).

M&A activity
The consolidation of companies 
through various types of financial 
transactions, including mergers, 
acquisitions, consolidations, tender 
offers or the purchase of assets.

Machine learning
A form of artificial intelligence 
that automates analytical model 
building, enabling systems to 
“learn” with minimal human 
intervention.

McKinsey Fashion Scenarios
Covid-19 recovery scenarios in the 
fashion industry across regions 
and segments based on holistic 
fact-bases and key sources of 
intelligence; includes fashion, 
accessories and shoes; last updated 
on September 23, 2020 as per 
Edition XII. 

McKinsey Global Fashion Index
Proprietary and copyrighted 
McKinsey tool that provides a global 
and holistic industry benchmark 
for the entire fashion industry. The 
MGFI was first created for The State 
of Fashion 2017 to track industry 
performance through three key 
variables: sales, operating profit and 
economic profit. MGFI is composed 
of an extensive list of public and 
private companies spanning 
across market segments, product 
categories and geographies. The 
analysis of public companies is built  
with data from McKinsey Corporate 
Performance Analytics.

MEA
Afghanistan, Algeria, Angola, 
Bahrain, Benin, Botswana, Burkina 
Faso, Burundi, Cameroon, Cape 
Verde, Central African Republic, 
Chad, Comoros, Congo, Democratic 
Republic of Congo, Djibouti, 
Egypt, Equatorial Guinea, Eritrea, 
Ethiopia, Gabon, Gambia, Ghana, 
Guinea, Guinea-Bissau, Iran, 
Iraq, Israel, Ivory Coast, Jordan, 
Kazakhstan, Kenya, Kuwait, 
Kyrgyzstan, Lebanon, Lesotho, 
Liberia, Libya, Madagascar, Malawi, 
Maldives, Mali, Mauritania, 
Mauritius, Morocco, Mozambique, 
Namibia, Niger, Nigeria, Oman, 
Pakistan, Qatar, Réunion, Rwanda, 
Sao Tomé e Príncipe, Saudi Arabia, 
Senegal, Seychelles, Sierra Leone, 
Somalia, South Africa, South 
Sudan, Sudan, Swaziland, Syria, 
Tajikistan, Tanzania, Togo, Tunisia, 
Turkmenistan, Uganda, United 
Arab Emirates, Uzbekistan, Yemen, 
Zambia, Zimbabwe.

Microplastics
Very small pieces of plastic, typically 
less than 5mm in length, that 
pollute the environment. Their 
environmental harm is caused by 
their slow degradation, which occurs 
over hundreds if not thousands of 
years. 

Millennials (or Generation-Y)
Demographic cohort born circa 
1982–1995. Also commonly referred 
to as Generation-Y (this name 
is based on Generation-X, the 
generation that preceded them).

North America
Canada, Puerto Rico, United States 
of America.

Northeast Asia
China (including the Mainland, 
Hong Kong SAR, Macau SAR), 
Japan, Mongolia, South Korea, 
Taiwan.

Overstock
An excess in inventory, which has 
not been purchased by consumers.

Predictive analytics
Data analytics aimed at building 
predictions about future outcomes 
based on historical data and 
analytics techniques like statistical 
modelling and machine learning.

Price segments
As definitions of market segments 
often vary across sources, all 
companies in the MGFI are 
categorised based on a Sales Price 
Index, providing a range of prices 
for a standard basket of products 
within each segment and home 
market — thereby relying only on 
a quantitative measure, whereby 
companies in each segment price 
their items similarly.

QR codes
Matrix barcodes that contain 
information about the item or the 
location it is attached to and that can 
be read by smartphones.

Regenerated fibre
Fibre created from pre-existing 
fibres whose cellulose areas are 
dissolved in chemicals and rebuilt 
into new fibres by viscose method.

Return rate
Rate of product returns.

ROI
Return on investment assesses 
the benefit of an investment by 
comparing the cost of an investment 
to its return. For stores, this relates 
to comparing store investments 
and costs in store operations to the 
store’s profitability.

S&P 500
The S&P 500 is a stock market 
index that tracks the stocks of 500 
large-cap US companies.

SG&A
An income statement item stating 
all costs not directly tied to making a 
product or service.

SKU 
Stock Keeping Unit.

SKU productivity
A measure of the effectiveness and 
profitability of an assortment by 
stock keeping unit against strategic 
and financial targets.

SME
Small and medium enterprises.

Social commerce
The use of networking websites 
and platforms such as Facebook, 
Instagram and Twitter to promote 
and sell products and services.

Southern Mediterranean 
countries
Albania, Andorra, Bosnia & 
Herzegovina, Croatia, Cyprus, 
Greece, Israel, Italy, Malta, 
Montenegro, North Macedonia, 
Portugal, San Marino.

Super Winners 
The top 20 fashion players by 
economic profit according to The 
State of Fashion Report. 

Sustainability
Within a business context, 
sustainability encourages 
businesses to frame decisions in 
terms of environmental, social and 
human impact for the long-term 
and relates to how a company’s 
products and services contribute to 
sustainable development.

Travel retail sector
Retail located in travel hubs and 
key tourist destinations, such as 

airports, airlines, cruises, train 
stations, downtown locations and 
border shops.

TRS
A measure of stock performance, 
factoring in capital gains and 
dividends to show the total return 
to shareholders. It is expressed as an 
annualised percentage.

Value creator
A company generating positive 
economic profit.

Value destroyer
A company generating negative 
economic profit.

Value segment
The company segmentation based 
on a Sales Price Index, which 
provides a range of prices for a 
standard basket of products within 
each segment and company’s home 
market. The companies in the 
McKinsey Global Fashion Index 
and the BoF-McKinsey State of 
Fashion survey are categorised in six 
segments, which are based on a price 
index across a wide basket of goods 
and geographies. The segments 
comprise from lowest to highest 
price segment: Discount, Value, 
Mid-market, Premium/Bridge, 
Affordable Luxury, Luxury.

Virtual sampling
A digitised product development 
process in which designers create 3D 
virtual samples that are later shared 
with value-chain stakeholders in 
the product development and sell-in 
processes. This technology reduces 
time and cost from the traditional 
physical garment-making process, 
which requires shipping physical 
samples (e.g., for design approval or 
for sell-in).

Zero-based approach
An approach that seeks to link 
organisational designs to strategic 
priorities (e.g., areas for investment 
compared to efficiency optimisation) 
instead of a “one-size-fits-all” 
solution across the business.
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The State of Fashion 2021 infographics:
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Source: BoF-McKinsey State of Fashion 2021 
Survey

2. Diminished Demand
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Source: McKinsey Fashion Scenarios: consumer 
survey in Germany, UK and Spain, August 2020

10. Work Revolution
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Exhibit 4: Diminished Demand
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Euromonitor International Limited, Apparel 
2020 edition and Luxury Goods 2019 edition, 
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Exhibit 6: Seeking Justice
Source: McKinsey Fashion Scenarios: consumer 
survey in Germany, UK and Spain, August 2020

Exhibit 7: Travel Interrupted
Source: McKinsey Tourism Recovery Model, 
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Exhibit 8: Less is More
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Source: McKinsey “Time For Change” Report, 
April 2020, Fashion Sourcing survey, n=348, 
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Exhibit 11: Risk, Resilience and Rebalancing in 
the Apparel Value Chain 
Sources: McKinsey Global Institute analysis 
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Tourism Organization; US BEA; World Input-
Output Database (WIOD); MGI Digitization 
Index; MGI LaborCube; Telegeography; US 
BLS, INFORM; MGI Workability Index; O*Net; 
World Resources Institute; Observatory of 
Economic Complexity in “Risk, Resilience and 
Rebalancing in Global Value Chains”, McKinsey 
Global Institute, August 2020, https://www.
mckinsey.com/business-functions/operations/
our-insights/risk-resilience-and-rebalancing-
in-global-value-chains

Exhibit 12: Retail ROI
Source: CBRE APAC Retail Flash Survey, CBRE, 
May 2020

Exhibit 13: Work Revolution
Source: BoF-McKinsey State of Fashion 2021 
Survey

Exhibit 14-16: The State of Beauty 2021
Source: Forecasts for global beauty recovery by 
region, category and channel, reflect McKinsey 
perspective, MGI macro-economic scenarios and 
NPD, Nielsen, IRI, Amazon 

Stackline and publicly reported company 
financials for Q1 and Q2 2020

Exhibit 17: McKinsey Global Fashion Index
Source: McKinsey Global Fashion Index (MGFI)

Exhibit 18: McKinsey Global Fashion Index
Source: McKinsey Global Fashion Index (MGFI)

Exhibit 19: McKinsey Global Fashion Index
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Exhibit 20: McKinsey Global Fashion Index
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Exhibit 22: McKinsey Global Fashion Index
Source: McKinsey Global Fashion Index (MGFI)
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In early January, our main concern was choosing where to go with our families 
to celebrate the Lunar New Year. Then, just a few days before the holiday 
began, the announcement of a lockdown in Wuhan threw all our plans into 
disarray. The outbreak of the COVID-19 pandemic changed life as we knew 
it literally overnight. Measures to contain the spread of the novel coronavirus 
drastically altered the way consumers behaved and how companies ran their 
operations. Everyone from frontline staff to executives were impacted by a 
temporary ban on travel, the move to remote working, and the impossibility of 
entertainment or excursions outside home. Even though China’s recovery is 
now gaining momentum, all of us are grappling with a new environment in which 
digital tools and innovation have proved indispensable. 

At McKinsey, we redoubled our efforts to help clients and colleagues in 
China to maneuver through the crisis. We also worked hard to share crucial 
lessons with other parts of the world, connecting the dots on best practice on 
reopening businesses while keeping workers and consumers safe. Meanwhile, 
we conducted extensive research over the course of the past few months 
to help China-focused consumer and retail companies to emerge from the 
pandemic in a position of strength. Drawing on proprietary insights, we 
investigated how consumer behavior shifted and will continue to shift during 
and post-COVID-19, how consumer and retail companies are responding, 
and how China is faring versus other markets. We collaborated with Oxford 
Economics to project macro-economic recovery curves; conducted monthly 
polls of executive opinion on likely recovery scenarios; tapped into research 
by the McKinsey Global Institute (MGI) on long-term trends; took our weekly 
“pulse” surveys, which were conducted multiple times to assess consumer 
sentiment in China and 44 other countries worldwide; and executed an 
in-depth analysis of over 100 million points-of-sale data on purchase behavior 
before, during, and after the COVID-19 crisis.

China: Still the 
world’s growth engine 
after COVID-19

Foreword
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This special edition of the China Consumer Report provides perspectives on 
the trends that are defining the ‘next normal’ in post-pandemic China. The 
articles within aim to provide consumer and retail companies with the insights 
necessary to thrive in this challenging environment. In keeping with the 
competitive spirit of the consumer sector, we selected racing as our theme. 
We begin with ‘Revving the engine’, a section that brings together our latest 
consumer insights, starting with an MGI report that puts China’s experience 
in a global context, showing how the pandemic has accelerated several pre-
existent trends, notably digitization and the increasing prudence and health 
consciousness of Chinese consumers. The remarkable resilience of those 
consumers continues to impress, with our second article revealing that they 
remain among the most optimistic in the world, and expect a more rapid return 
to normal versus their counterparts in other markets. This sense of confidence 
helped China’s retail sales return to growth in August, indicating the potential 
for Chinese consumers to drive not just a domestic economic recovery, but 
potentially a global one as well.

COVID-19 has changed the ways consumers behave across multiple aspects–
from shopping for groceries to traveling to purchasing luxury goods, and we 
further deep-dive into how the pandemic has shaped these industries. For 
example, ‘Winning the future of grocery retail in China’ forecasts robust growth 
for the China market but cautions that key players must make significant 
strategic shifts in order to keep pace with the breakneck speed of digital 
innovation. We then look at what the world can learn from the reopening of 
China’s tourism industry, and finally, we round out this section by drilling down 
into how the pandemic has changed the outlook for luxury goods companies. 

In ‘The driver’s seat’, we interview the leaders of the China operations at two 
of the world’s most iconic consumer companies–Coca-Cola and McDonald’s. 
Phyllis Cheung, Chief Executive Officer of McDonald’s China, and Curt 
Ferguson, President of Coca-Cola Greater China and Korea, share their 
experiences in leading their companies during the crisis, and provide insights 
on what lies ahead for consumer and retail companies in China. 

During the pandemic, consumers doubled down on digitization, a subject we 
address in the next section, ‘Tuning up for maximum performance’. We provide 
guidance on how the right business-to-business strategies can capture growth 
from digitization, and explain how direct-to-consumer social commerce models 
can grow online traffic and acquire new users at optimized cost. We explain 
why developing end-to-end omnichannel capabilities is becoming critical in 
these uncertain times. 
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We conclude this special edition with ‘Hitting top speed’, a section that details 
strategies for identifying new pockets of growth. COVID-19 has further 
moderated domestic economic activity, meaning companies can no longer rely 
on strong macro-economic growth to expand. We reveal the keys to engaging 
with China’s Generation Z, the cohort of digital native consumers driving the 
next wave of consumption growth. Finally, we detail how consumer packaged 
goods (CPG) companies can achieve sustainable growth through revenue 
growth management.

Our clients often ask us, “What is the next China?” This special edition report 
makes one thing clear: There is no “next China”. China’s economy is unique, 
and is set to retain its pre-eminent role as the engine of global consumption 
growth post-pandemic. Companies will require a focused strategy if they wish 
to continue playing a part in what many would argue is the world’s most exciting 
consumer story. 

Daniel Zipser

Senior Partner, Shenzhen 
Head of the Greater China Consumer and 
Retail Practice 
McKinsey & Company

Felix Poh

Partner, Shanghai 
McKinsey & Company
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Over the last few months, COVID-19 has spread across 
the world, uniting humanity in a shared experience that 
has highlighted the vulnerability of our societies. As 
the first country to grapple with the crisis, China has 
been on the frontlines both of post-COVID-19 economic 
recovery, and of the societal changes the pandemic has 
precipitated. Efforts to stabilize the domestic economy 
are already well underway, and though China’s first-
quarter gross domestic product declined 6.8 percent 
over the previous year, according to government 
statistics, our simulations suggest that economic 
activity may have bottomed out in the first quarter.1

As that recovery takes shape, several important shifts 
in the make-up of China’s economic landscape have 
already become apparent. COVID-19 has accelerated 
pre-existing trends, ushering in the arrival of a future we 
were likely already on track to realize. In this report, we 
discuss five trends shaping the Chinese economy that 
have been accelerated, or “fast forwarded”, as a result 
of the onset of the COVID-19 crisis (Exhibit 1).

1  Sven Smit, Martin Hirt, Kevin Buehler, Susan Lund, Ezra Greenberg, and 
Arvind Govindarajan, Safeguarding our lives and our livelihoods: The 
imperative of our time, March 2020, https://www.mckinsey.com/business-
functions/strategy-and-corporate-finance/our-insights/safeguarding-our-
lives-and-our-livelihoods-the-imperative-of-our-time
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Fast forward trend 1: Digitization 
COVID-19 has not only accelerated digitization in business-to-consumer (B2C) 
applications and channels, but also the traditionally less digitized part of the 
economy, such as areas requiring physical interactions, and business-to-
business (B2B) processes.

Before COVID-19, China was already a digital leader in consumer-facing areas—
accounting for 45 percent of global e-commerce transactions while mobile 
payments penetration was three times higher than that of the US. Consumers 
and businesses in China have accelerated their use of digital technologies as a 
result of COVID-19. Based on our mobile surveys of Chinese consumers, about 
55 percent are likely to continue buying more groceries online after the peak 
of the crisis. Nike’s first-quarter digital sales in China increased 30 percent 
on year after the company launched home workouts via its mobile app, while 
property platform Beike said agent-facilitated property viewings on its virtual 
reality showroom in February increased by almost 35 times compared with the 
previous month. 

Exhibit 1

Five accelerating trends in China since COVID-19

Source: McKinsey analysis

2
Declining global 
exposure
Rising importance 
of domestic markets, 
technology, and 
capital.

3
Rising competitive 
intensity 
Technology and 
agility drive winners 
to capture the lion’s 
share of industry 
value.

Web 2020
Fast forward China
Exhibit 1 of 6

Observations from China

Five accelerating trends in China since COVID-19
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Working practices also changed significantly: Enterprise communication 
platform DingTalk more than doubled its monthly active users in a single quarter 
to 177 million. In healthcare, digital interactions accelerated—the rapid growth 
of online consultations, partly thanks to a regulatory shift in reimbursement 
policy, as well as broader virtual interactions between pharmaceutical sales 
agents and physicians. These changes occurred ahead of wide deployment of 
5G technology, which will likely catalyze the use of digital tools. 

Fast forward trend 2: Declining global exposure 
A mix of geopolitical and economic forces was already driving a change in 
the relationship between China and the world, and COVID-19 appears to be 
accelerating this trend.

Before COVID-19, China had been reducing its relative exposure to the world 
as the majority of economic growth was generated by domestic consumption, 
supply chains matured and localized, and its innovation capabilities were 
enhanced. The US-China trade dispute raised risks and uncertainties, and 
about 30 to 50 percent of companies surveyed by various institutions in 2019 
indicated that they were considering adjusting their supply chain strategies 
by seeking alternative sources or relocating production to other geographies. 
COVID-19 has intensified the debate, with several governments calling for 
companies in critical sectors to relocate their operations back to their home 
countries and announcing financial support packages to facilitate this. Twenty 
percent of companies surveyed by AmCham China believe COVID-19 may 
accelerate “decoupling”. A paper published in February by the European Union 
Chamber of Commerce highlighted how diversification is now at the top of the 
agenda for many European companies in China. Global trade and investment 
has slowed sharply, and the movement of people has become highly restricted. 

Despite these trends, the full picture is more nuanced. Given the size and 
the growth potential of the Chinese market, investing in a supply chain and 
innovation footprint to serve China will continue to remain important. And 
China for its part will continue to require global technology inputs in order to 
maintain productivity growth. The relationship between China and the world will 
be a function of the decisions that all parties make over the course of the next 
several months and years.

Fast forward trend 3: Rising competitive intensity 
China’s leading companies retain an outsize share of profits and return on 
investment, but cut-throat competition threatens their position. COVID-19 
will raise competitive intensity, creating even bigger rewards, and risks, for 
companies in China. 
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In China, the top decile of companies capture about 90 percent of total 
economic profit, while the ratio is about 70 percent for the rest of the world, 
according to our analysis of the world’s top 5,000 companies. This leading 
cohort is comprised of companies that have already digitized and possess 
highly agile operations, strengths that served them well during the epidemic. 
For example, Alibaba’s Freshippo supermarkets surmounted supply constraints 
and met soaring online orders for fruit. Foxconn’s agility allowed it to switch 
factory operations to mask production, protecting employees, and enabling 
resumption of production earlier than competitors. Popular short-video 
platform TikTok announced it was hiring 10,000 new employees when the virus 
hit a peak. At the other end of the spectrum, weaker companies, particularly 
SMEs that are not sufficiently agile or digital-savvy, are vulnerable to cashflow 
issues, unemployment, and business failure. 

Fast forward trend 4: Consumers come of age 
China’s affluent younger generation had never experienced a domestic 
economic downturn prior to COVID-19. The virus has forced them to think 
harder about spending, saving, and trade-offs in purchasing behavior. 

Attitudes to spending among consumers in their 20s and 30s, traditionally the 
engine of China’s consumption growth, have changed markedly in the wake of 
COVID-19. One survey showed 42 percent of young consumers intend to save 
more as a result of the virus. Consumer lending has also declined, while four 
out of five Chinese consumers intend to purchase more insurance products 
post-crisis. Savings have also rocketed—the country’s household deposit 
balance increased by 8 percent over the first quarter to reach 87.8 trillion RMB. 
Meanwhile, 41 percent of consumers said they planned to increase sources of 
income through wealth management, investments, and mutual funds. 

The virus has also forced purchasing trade-offs, with consumers seeking 
better quality and healthier options: More than 70 percent of respondents in 
our COVID-19 consumer survey will continue to spend more time and money 
purchasing safe and eco-friendly products, while three-quarters want to eat 
more healthily after the crisis. 
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Fast forward trend 5: Private and social sectors step up 
During the 2003 SARS outbreak, the government and state-owned enterprises 
(SOEs) were the primary actors during the economic recovery. Now, the private 
sector and leading technology companies are playing a more significant role, 
making large socioeconomic contributions amid the emergence of powerful 
social institutions that have donated millions to recovery efforts. Policy debates 
also indicate COVID-19 might be accelerating long-awaited structural reforms 
to land, labor, and capital markets. 

In the wake of the 2003 SARS outbreak, SOEs were the major driver of China’s 
economy, accounting for about 55 percent of China’s assets, and 45 percent 
of profits. Today, the private sector contributes close to two-thirds of China’s 
economic growth, and 90 percent of new jobs, illustrating a significant shift 
in the balance of economic power. In the wake of COVID-19, joint efforts 
between government and large private companies have played a leading 
role. For example, Alipay and WeChat supported the Shanghai government’s 
“Suishenma” health QR code launch to help contain the spread of the virus. 

These actions illustrate the growth of the private sector, its ability to participate 
in activities of national importance, and the potential of public-private 
partnerships. Meanwhile, social institutions including the Bill & Melinda Gates 
Foundation and the Vanke Foundation have donated millions of dollars to aid 
recovery efforts. We expect social institutions like these to play a vital role in 
shaping Chinese society going forward. 

In the rest of this report, we explore in more depth how five key trends that have 
been shaping the Chinese economy have been accelerated by the onset of the 
COVID-19 crisis.
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Even before the onset of COVID-19, China was a 
global front-runner in terms of the digital economy.2 

Now, digitization is not only accelerating in the typical 
business-to-consumer (B2C) applications and channels, 
but is also gaining traction in the traditionally less 
digitized part of the economy, such as areas requiring 
heavy physical interactions and business-to-business 
(B2B) processes (Exhibit 2).

Fast forward trend 1: Digitization 
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China’s digital ecosystem is arguably the most sophisticated in the world, with 
more than 850 million internet users, and a quarter of the world’s startups 
valued in excess of a billion dollars. Mobile payment penetration is triple that of 
the United States, while e-commerce accounted for 24 percent of total retail 
sales in 2019, compared with 9 percent in Germany, and 11 percent in the US. 
Indeed, China is the world’s largest e-commerce market, accounting for about 
45 percent of global retail e-commerce transaction value in 2018.

2 Kevin Wei Wang, Jonathan Woetzel, Jeongmin Seong, James Manyika, Michael Chui, and Wendy Wong, 
Digital China: Powering the economy to global competitiveness, McKinsey, December, 2017. 
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Prior to COVID-19, the continuous pursuit of innovation by large technology 
companies and venture-capital investment in key digital technologies, drove 
the rapid evolution of China’s digital landscape. The virus outbreak, meanwhile, 
has driven the emergence of new digital solutions necessary for companies 
and consumers forced to observe physical distancing, driving rapid growth of a 
“stay-at-home economy”, and transforming consumer and employee behavior 
in ways that are likely to endure. 

COVID-19 has accelerated digital developments in three key areas: 
 — B2C interactions, particularly via online channels. Based on a mobile survey 

of Chinese consumers conducted before, during, and after the peak of the 
epidemic in China, about 55 percent of consumers are likely to continue 
buying more groceries online after the peak of the crisis.3 According to our 
COVID-19 mobile survey, 74 percent of Chinese citizens increased their 
online grocery visit frequency during the epidemic, and 15 percent report 
that they will increase visits after its peak has passed. B2C companies 
with established digital solutions were able to take advantage of the shift 
to digital channels, and outperformed peers. For example, Nike hosted 
workouts for housebound consumers on its mobile apps, stoking demand 
and driving an 80-percent increase in engagement, as well as a more-than-
30-percent increase in first-quarter digital sales in China.4 Meanwhile, 
Lululemon deployed a WeChat marketing strategy that increased customer 
acquisition during the epidemic, leading company management to adopt 
similar digital engagement models in other regions as a result.5 Automakers 
have also taken to launching live stream videos on platforms like TikTok, 
Alibaba’s Tmall, and their own mobile apps, using the digital channel to 
introduce models and features to consumers, field questions, and sell 
vehicles, which in some cases are then driven directly to consumers’ 
homes.6 Since the epidemic began, Taobao has registered 30,000 live-
streaming merchant accounts every day, leading to a sevenfold growth in 
accounts.7

3 Julien Boudet, Jonathan Gordon, Brian Gregg, Jesko Perrey, and Kelsey Robinson, How marketing leaders 
can both manage the coronavirus crisis and plan for the future, McKinsey, April, 2020.

4 Jeremy Bowman, 3 Reasons Why Nike Can Overcome the Coronavirus Crisis, Nasdaq, March 29, 
2020, https://www.nasdaq.com/articles/3-reasons-why-nike-can-overcome-the-coronavirus-
crisis-2020-03-29. 

5 Samantha McDonald, Why Lululemon Is Winning Despite the Coronavirus Crisis, FN, March 27, 
2020, https://footwearnews.com/2020/business/earnings/lululemon-coronavirus-sales-
earnings-q4-2019-1202955393/. 

6 Hu Yumo, Automakers go online as COVID-19 hurts sales, SHINE, February 28, 2020, https://www.shine.cn/
biz/auto/2002283070/.

7 Alibaba: In February, there were more than 30,000 people opening new stores in Taobao every day, Sina, 
February 14, 2020, http://finance.sina.com.cn/stock/relnews/us/2020-02-14/doc-iimxxstf1374236.
shtml; Monthly report of Taobao livestreaming, ChinaZ.com, March 4, 2020, https://www.chinaz.
com/2020/0304/1114695.shtml.
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 — B2C sectors that traditionally rely on physical interactions. During the 
lockdown period, companies deployed an array of digital tools to stay 
connected with customers, even in sectors that traditionally rely on 
physical interactions. For instance, a leading real estate company launched 
“virtual showrooms” and online consultations through a dedicated WeChat 
mini program. In tandem, a dedicated digital salesforce helped deepen 
relationships with customers, forging connections that will likely outlast the 
epidemic. Beike, a multi-service property platform, has seen the number of 
agent-facilitated property viewing sessions on its virtual reality showroom 
increase by almost 35 times month-on-month in February.8 Traditional 
face-to-face medical consultations were also digitized. The Ping An Good 
Doctor medical consultation platform attracted 1.11 billion visits during the 
lockdown period.9 In the process, its registered user base rose tenfold, and 
the number of daily medical consultations for new app users was nine times 
higher than before Chinese New Year.10 Tencent-backed WeDoctor rolled 
out a free online medical consultation program at the start of the outbreak, 
and the number of doctors supporting the platform has grown from roughly 
1,500 in late January to more than 54,000 in April.11

 — Business processes. Traditionally, business-to-business (B2B) operations 
and engagement models demand face-to-face interactions. During COVID-
19, several digital processes were introduced that fundamentally changed 
industry dynamics. The increased use of remote working applications 
is stark—enterprise communication platform DingTalk’s monthly active 
users rose from about 65 million at the end of 2019, to roughly 177 million 
by March 2020—a more than 1.7-times increase.12 Elsewhere, Chinese 
insurers allowed virtual client meetings to count towards life insurance 
agents’ key performance indicators, whereas previously only face-to-
face meetings were considered. Pharmaceutical sales agents were able 
to meet with physicians online instead of in-person, opening the door 
to further such interactions in future. Moreover, telecom companies in 
China have maintained their 2020 5G development targets despite the 
outbreak, suggesting that digital tools for remote work and interactions 
will likely continue to proliferate rapidly, catalysed by next-generation 
communications infrastructure.13

8 SUN Mengmeng, SUNAC, Evergrande projects going strong in online sales, Beike VR property sales 
reshapes new property sales value chain, Xinhua, March 13, 2020, http://www.xinhuanet.com/house/2020-
03-13/c_1125706856.htm.

9 Ping An Good Doctor, Ping An Good Doctor Issues 2019 Sustainable Development Report Platform Visits 
Hit 1.11 Billion During Epidemic, PR Newswire, February 17, 2020, https://www.prnewswire.com/news-
releases/ping-an-good-doctor-issues-2019-sustainable-development-report-platform-visits-hit-1-11-
billion-during-epidemic-301005828.html. 

10 Ping An Good Doctor, Ping An Good Doctor 2019 Performance, Ping An Good Doctor official website, 
February 11, 2020, http://www.pagd.net/media/pdf/cn/2019an/2019_AN_CN.PDF.

11 ZHANG Lijuan, Internet hospital helps epidemic control, WeDoctor opens up medical emergency relief “from 
the skies”, Science and Technology Daily, February 20, 2020, http://stdaily.com/rgzn/yiliao/2020-02/20/
content_883651.shtml; Tackling the epidemic: WeDoctor leads digital healthcare upgrade, China.com, April 
15, 2020, https://tech.china.com/article/20200415/042020_498997.html.

12 Analysys Qianfan, 2020 March Mobile App Top 1000, Analysys Qianfan, retrieved April 23, 2020, https://
qianfan.analysys.cn/refine/view/rankApp/rankApp.html; Analysys Qianfan, 2019 December Mobile 
App Top 1000, Analysys Qianfan’s official post on Zhihu, January 16, 2020, https://zhuanlan.zhihu.
com/p/102983491.

13 LING Jiwei, Sector pulse under the epidemic: China’s 5G commercialization pace is not slowing, Xinhua, 
March 3, 2020, http://www.xinhuanet.com/tech/2020-03/03/c_1125656066.htm.
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Over the last decade, the engine of the Chinese economy 
has become more domestically driven by the rapid 
expansion of its consumer market, deep localization of 
supply chains, and strong emphasis on local innovation. 
As a result, China’s relative exposure to the rest of the 
world in terms of people, capital, and technology has 
declined. Meanwhile, the rest of the world’s exposure to 
China, which has increased at a steady pace over the past 
decade, in part as a result of the globalization of supply 
chains, as well as the expansion of the Chinese middle 
class, is now in question. The forces that were already 
driving a restructuring of the relationship between 
China and the global economy may with COVID-19 be 
accelerating this trend on a global scale (Exhibit 3).

Fast forward trend 2:  
Declining global exposure
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According to the McKinsey Global Institute (MGI) China-World Exposure 
Index, in the decade to 2017, China’s exposure to the world in terms of trade, 
technology, and capital has fallen in relative terms even as the rest of the 
world’s exposure to China has increased. China’s indexed exposure to the world 
decreased from 0.9 in 2007 to 0.6 in 2017, while the world’s exposure to China 
increased from 0.7 to 1.2 in the same period.14 

The rest of the world’s increased exposure is in part a reflection of the rising 
importance of China as a consumer market, and as a source of capital and 
goods. However, changes in the international context have made diversification 
of manufacturing and supply chains an important strategy for businesses 
around the world.

According to a survey of executives at multinational companies based in 
China conducted by the American Chamber of Commerce in 2019, nearly 
40 percent of companies have considered moving production out of China 
to other geographies including emerging markets in Southeast Asia. Two-
thirds cited the imposition of tariffs stemming from the trade dispute between 
the US and China as the primary reason for considering whether to relocate 
manufacturing.15 A paper published in February by the European Union 
Commerce of Chamber highlighted how diversification is now at the top of the 
agenda for many European companies in China.

Meanwhile, China’s relative exposure to the rest of the world has declined 
because the major driver of its economic expansion is no longer trade and 
investment, but domestic consumption, which accounts for 60 to 70 percent 
of China’s GDP growth.16 This is evidenced by the decline in China’s trade 
surplus as a percentage of GDP from 8.7 percent in 2007 to 0.8 percent in 
2018.17 Moreover, as China’s consumer market and domestic supply chains 
have matured, more goods and services are being produced and consumed 
domestically, leading to a decline in the proportion exported. China exported 28 
percent of its output of personal computers and electronics in 2017, compared 
with 55 percent in 2007.18 In short, China is becoming more localized, or 
more Chinese, as the rest of the world has absorbed more Chinese influence. 
However, some parts of China’s technology value chain are still dependent on 
the rest of the world. For example, the value of China’s intellectual property 
(IP) imports are six times higher than its IP exports.19 As a result, China’s 

14 A value greater than 1.0 suggests the world is more exposed to China than to the economies of China, Japan, 
Germany, France, India, United Kingdom, and the United States, on average, whereas a value less than 1.0 
suggests the world is less exposed to China than to the seven large economies. 

15 Second Joint Survey on the Impact of Tariffs, American Chamber of Commerce, May 22, 2019, https://www.
amchamchina.org/about/press-center/amcham-statement/second-joint-survey-on-the-impact-of-tariffs. 

16 Zhang Jie, Consumption remains biggest contributor to economic growth, China Daily, July 30, 2019, http://
www.chinadaily.com.cn/a/201907/30/WS5d3fe0e0a310d83056401c6e.html.

17 Jonathan Woetzel, Jeongmin Seong, Nick Leung, Joe Ngai, James Manyika, Anu Madgavkar, Susan Lund, 
and Andrey Mironenko, China and the world: Inside the dynamics of a changing relationship, McKinsey, July, 
2019. 

18 Susan Lund, James Manyika, Jonathan Woetzel, Jacques Bughin, Mekala Krishnan, Jeongmin Seong, and 
Mac Muir, Globalization in transition: The future of trade and value chains, McKinsey, January, 2019.

19 Jonathan Woetzel, Jeongmin Seong, Nick Leung, Joe Ngai, James Manyika, Anu Madgavkar, Susan Lund, 
and Andrey Mironenko, China and the world: Inside the dynamics of a changing relationship, McKinsey, July, 
2019.
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government has promoted policies designed to reduce technological reliance 
on the rest of the world which has sometimes led to the cultivation of a different 
technology ecosystem, like China’s unique suite of mobile apps that have a 
range of functionality that may not be found in the West. 

The COVID-19 outbreak has intensified the debate over whether companies 
should relocate or localize their supply chains, amid calls for companies 
in critical sectors to move production capacity out of China. Meanwhile, 
restrictions on movement imposed to prevent transmission of the virus have 
slowed global trade flows, sparking a debate on the direction of globalization. 

Three observations that indicate COVID-19 has prompted a restructuring of the 
China-world relationship:

Changing sentiment among US companies and consumers. More US 
companies are anticipating an acceleration of the need to diversify risk. In a 
March survey led by the American Chamber of Commerce in China, 44 percent 
of respondents said it is impossible for the two economies to “decouple”, 
down from two-thirds in the October 2019 survey, while 20 percent said they 
expect “decoupling” to accelerate as a result of COVID-19. Risk diversification 
is likely to remain as an important strategy post-COVID-19. As a result of the 
outbreak, 16 percent of US companies indicated they will at least partially move 
production and/or supply chain operations outside of China, and 28 percent 
are making similar adjustments regarding sourcing.20 The share of American 
consumers expressing an unfavorable opinion of China has also increased, 
according to a survey conducted in March by the Pew Research Center.21

Increased incentives to relocate and localize. Several government leaders are 
calling for a reshoring of supply chains as a result of COVID-19. For example, 
Japan has earmarked $2.2 billion to help its manufacturers shift production out 
of China.22 US lawmakers have also raised concerns over the national security 
implications of sourcing medical supplies in China23, while Australian politicians 
have advocated for reduced dependence on China and a diversification of 
supply chains.24 On the other hand, a number of policies and initiatives recently 
announced by the Chinese government indicate the importance of encouraging 
foreign enterprises to continue their investments and business operations 
in the country. For example, on April 1, the Ministry of Commerce (MOFCOM) 
released the ‘Circular on Further Expanding Reform and Opening up to 
Stabilise Foreign Investment’, which includes 24 measures to promote foreign 
investment flows into China.25 

20 A value greater than 1.0 suggests the world is more exposed to China than to the economies of China, Japan, 
Germany, France, India, United Kingdom, and the United States, on average, whereas a value less than 1.0 
suggests the world is less exposed to China than to the seven large economies. 

21 Second Joint Survey on the Impact of Tariffs, American Chamber of Commerce, May 22, 2019, https://www.
amchamchina.org/about/press-center/amcham-statement/second-joint-survey-on-the-impact-of-tariffs. 

22 Zhang Jie, Consumption remains biggest contributor to economic growth, China Daily, July 30, 1029 , http://
www.chinadaily.com.cn/a/201907/30/WS5d3fe0e0a310d83056401c6e.html.

23 US lawmakers push to reclaim medical supply chains from China, Financial Times, April 2, 2020, https://
www.ft.com/content/d71c01db-5333-470b-abcd-0df126864447. 

24 Coronavirus shortages prompt Australia to bring manufacturing home, Financial Times, April 15, 2020, 
https://www.ft.com/content/04ac783d-8ced-4e66-9437-78b607cbd8d4. 
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Increasing restrictions on mobility and trade. The World Trade Organization 
(WTO) has forecast global trade may decline by 13 to 32 percent in 2020 as a 
result of virus containment measures, higher than the 12.5 percent contraction 
experienced at the height of the financial crisis in 2009.26 Foreign direct 
investment (FDI) is also likely to slump, with the United Nations Conference 
on Trade and Development forecasting global FDI to shrink 5 to 15 percent 
in 2020-21.27 Based on WTO data, trade restrictions have also increased, 
with 38 countries rolling out 56 restrictive trade policies since the COVID-
19 outbreak.28 People flows are also severely constrained, with 90 percent 
of the world’s population living in countries with entry restrictions on non-
citizens and non-residents.29 More than 90 World Health Organization (WHO) 
members have imposed restrictions on travel to China as of end-March this 
year, compared with 29 at the end of January.30 The mobility restrictions 
also prevent companies from undertaking mergers and acquisitions as due 
diligence processes and negotiations will likely be postponed as a result of 
travel restrictions.

Despite these trends, the full picture is more nuanced. While some companies 
might benefit from diversifying risks in their supply chains, this does not mean 
that companies and investors will rush to leave China overnight. China has 
contributed about 25 percent of global GDP growth over the past two decades, 
and the latest International Monetary Fund forecast suggests that even as 
90 percent of the world experiences negative GDP growth in 2020, China’s 
economy may still expand by 1.2 percent.31 As such, China is likely to remain an 
important growth engine for the world, and the extensive supply chains that 
have evolved to serve domestic demand will continue to be needed. Moreover, 
few countries possess the mature and highly scaled production ecosystems 
that exist in China. At the same time, China will continue to require global 
technology inputs in order to maintain productivity growth. The decisions taken 
by China and the rest of the world over the next few months and years will 
determine the trajectory of the relationship.

25 Ministry of Commerce, The Ministry of Commerce Holds Online Press Conference on Responding to 
the Epidemic and Stabilizing Foreign Investment, April 4, 2020, http://english.mofcom.gov.cn/article/
newsrelease/press/202004/20200402953246.shtml.

26 Trade set to plunge as COVID-19 pandemic upends global economy, World Trade Organization, April 8, 2020, 
https://www.wto.org/english/news_e/pres20_e/pr855_e.htm. 

27 Coronavirus could shrink global FDI by 5% to 15%, United Nations Conference on Trade and Development, 
March 8, 2020, https://unctad.org/en/pages/newsdetails.aspx?OriginalVersionID=2299. 

28 Data from COVID-19: Trade and Trade-related Measures, World Trade Organization, retrieved April 23, 2020, 
https://www.wto.org/english/tratop_e/covid19_e/trade_related_goods_measure_e.htm.

29 Phillip Connor, More than nine-in-ten people worldwide live in countries with travel restrictions amid COVID-
19, Pew Research Center, April 1, 2020, https://www.pewresearch.org/fact-tank/2020/04/01/more-than-
nine-in-ten-people-worldwide-live-in-countries-with-travel-restrictions-amid-covid-19/. 

30 Samantha Kiernan and Madeleine DeVita, Travel Restrictions on China due to COVID-19, Think Global Health, 
April 6, 2020, https://www.thinkglobalhealth.org/article/travel-restrictions-china-due-covid-19. 

31 Gita Gopinath, The Great Lockdown: Worst Economic Downturn Since the Great Depression, International 
Monetary Fund, April 14, 2020, https://blogs.imf.org/2020/04/14/the-great-lockdown-worst-economic-
downturn-since-the-great-depression/. 
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China’s leading companies have secured an outsize share 
of economic profit and return on investment, but cut-
throat competition means their dominance is often short-
lived. COVID-19 will raise competitive intensity, creating 
even bigger rewards, and risks, for market-leading 
companies (Exhibit 4).

Fast forward trend 3: Rising 
competitive intensity

Exhibit 4

Rising competitive intensity

53

40

36China

North 
America

Advanced 
Asia

-50

-200

50

150

200

100

0

-100

-150

100th0 10th 30th 40th 50th 70th60th 80th 90th20th

Top 10% accounting for 90% of economic pro�t2

Percentile of companies

1 Analysis of global top 5,000 companies based on revenue size 
2 Economic pro�t measures a company’s pro�t after subtracting the cost of capital
Source: McKinsey Corporate Performance Analytics; McKinsey Global Institute analysis  

Rising competitive intensity

In China, top performing 
rms tend to capture 
a large share of economic pro
t

Leadership is highly contested in China

Economic pro
ts generated by each decile company 
group in China, Cumulative basis, 2015-17 $ Bn¹

Likelihood of staying at the top quintile over a 
decade¹, %



24 China consumer report 2021

In China, the top decile of companies capture about 90 percent of total profit 
in the economy, while the ratio stands at about 70 percent for the rest of the 
world according to our analysis of the world’s top 5,000 companies. This 
leading cohort outperforms the rest of the market by a large margin, as their 
return on invested capital is at 14.6 percent, more than twice the average of 6.8 
percent. On the other hand, China has a long tail of underperformers—starting 
from the 40th percentile onward, the value of economic profit generated by 
Chinese companies starts to decline. Strong performers in the top decile tend 
to have robust digital capabilities, as well as agility, and high labor productivity. 
However, top performers in China cannot be complacent as leadership is highly 
contested. Only 36 percent of the firms in the top quintile in China were able to 
protect their position over a period of 10 years, compared with 53 percent in 
North America.

The “superstar effect” appears to be growing even more pronounced as a result 
of COVID-19. Under epidemic conditions, when the economy was in retreat, 
agile and digitally savvy players were able to identify business opportunities 
to gain share. Chinese internet companies are a case in point. Meanwhile, the 
epidemic has triggered a flight to quality among consumers keen to ensure 
they obtain safe and healthy products, empowering companies that offer such 
benefits. 

On the other hand, some endured strong headwinds. Constraints on resources, 
a lack of agility, or their inability to go digital made them slow to react, resulting 
in a decline in business, and cash flow issues. For many, the consequence 
has been reductions in headcount or working hours, coupled with salary cuts. 
COVID-19 has moreover, highlighted inequality among employees; those in 
some sectors and with less agility are vulnerable while others are not. 

The rising competitive intensity as a result of COVID-19 is evident 
across three key areas: 

 — Agile companies increasing customer relationships and sales. Package 
delivery provider SF Express leveraged its own fleet during the outbreak, 
which minimized operational disruptions even as competitors, reliant on 
franchise models with more outsourced labor, were harder hit by supply 
disruptions. As a result, SF Express reported sales volume doubled during 
the peak of COVID-19 in China.32 Foxconn, one of the world’s largest 
contract manufacturers of consumer electronics, reacted fast when most 
factories in China were forced to shut down. By switching some of their 
product lines to produce masks, they protected their workers’ health and 
livelihoods and lowered the risk of production interruptions due to the 
virus.33 In part due to these measures, Foxconn was able to resume 100 
percent of their production capacity in its Chengdu factory in March.34

32 Western Securities Co, Courier industry in February 2020, Tencent Security, March 20, 2020, http://gu.qq.
com/resources/shy/news/detail-v2/index.html#/?id=nesSN202003200901007921a0a9&s=b.

33 Rob Davies, Foxconn makes masks for its iPhone workers amid coronavirus crisis, The Guardians, February 
7, 2020, https://www.theguardian.com/technology/2020/feb/07/foxconn-makes-masks-for-its-iphone-
workers-amid-coronavirus-crisis-apple.

34 Foxconn Shezhen shipped 4 million masks. Foxconn Chengdu fully resumed production, Apple Daily, March 
3, 2020 https://hk.appledaily.com/china/20200303/QZSSAFMXPDXZOM4MJFTYUW5DMA/.
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Tech savvy companies continuing to expand. The heightened popularity of 
social media during the lockdown spurred development of companies such 
as ByteDance, parent company of video-streaming platform TikTok, which 
announced it was hiring 10,000 new employees around the world.35 With more 
than 100 million downloads, TikTok was the world’s most-downloaded app 
in January 2020, just as COVID-19 intensified in China.36 As a supermarket 
brand with strong digital exposure, Alibaba’s Freshippo was able to overcome 
supply constraints and meet soaring online orders for fruit.37 The company even 
hired thousands of extra staff furloughed by shops and restaurants, allowing 
them to outperform their traditional supermarket peers. Domestic cosmetic 
brand, Perfect Diary, turned makeup artists in 50 offline stores into online 
‘KOLs’ through WeChat and livestreaming apps during COVID-19, resulting in 
more than 140,000 livestreaming views, and ranking top among Taobao-listed 
cosmetic products.38 

Cashflow troubles for weaker companies. Some sectors and companies 
struggled to sustain businesses during the epidemic. According to a survey of 
small- and medium-sized companies (SMEs) by Peking University in February, 
around 20 percent of respondents said they would not be able to endure 
beyond a month on a cashflow basis, while 60 percent would not last beyond 
a quarter, should the pandemic have continued.39 While some of these SMEs 
may have already bounced back given recent signs of recovery, based on China 
Banking Regulatory Commission information, non-performing loans increased 
by 0.06% at the end of February versus the beginning of the year.40 

This divergent performance across sectors and companies has a knock-on 
effect on employees. Staff in companies that are not sufficiently agile or digital-
savvy to change the way they work in response to market shocks are vulnerable 
to unemployment. This is especially true in China, though significant financial 
resources are directed towards helping companies reduce the risk of job 
losses, and the government is supporting vulnerable companies via the banking 
system. For example, the bank ICBC extended various forms of financial 
support to SMEs facing business difficulties during the epidemic.41 

35 Wei Sheng, Bytedance is hiring 10,000 workers as global tech firms slash jobs, Technode, April 15, 2020, 
https://technode.com/2020/04/15/bytedance-is-hiring-10000-workers-as-global-tech-firms-slash-
jobs/.

36 TikTok tops the list of most downloaded apps in January 2020, Hindustan Times, March 20, 2020, https://
www.hindustantimes.com/tech/tiktok-tops-the-list-of-most-downloaded-apps-in-january-2020/story-
dm23tPCrC2eA5cN9KSzzXN.html.

37 Josh Horwitz, How Alibaba’s Freshippo adapted to keep delivering in virus-hit China, Reuters, March 24, 
2020, https://www.reuters.com/article/us-health-coronavirus-alibaba-freshippo/how-alibabas-freshippo-
adapted-to-keep-delivering-in-virus-hit-china-idUSKBN21A0W0.

38 Consumption report during COVID-19: Cosmetic—how companies leverage livestreaming, Beijing Business 
Today, April 19, 2020, https://baijiahao.baidu.com/s?id=1664367865765114123&wfr=spider&for=pc.

39 Rouchen Dai , Junpeng Hu and Xiaobo Zhang, The Impact of Coronavirus on China’s SMEs: Findings from the 
Enterprise Survey for Innovation and Entrepreneurship in China, Center for Global Development, February 
28, 2020, https://www.cgdev.org/publication/impact-coronavirus-chinas-smes-findings-from-esiec.

40 China Non Performing Loans Ratio, CEIC https://www.ceicdata.com/en/indicator/china/non-performing-
loans-ratio.

41 ICBC Takes Measures to Boost Work Resumption by SMEs, ICBC, February 28, 2020, https://www.icbc.com.
cn/icbc/en/newsupdates/icbc%20news/ICBCTakesMeasurestoBoostWorkResumptionbySMEs.
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Chinese consumers have long been a major driver of 
global consumption, especially the affluent younger 
generation who have never experienced a domestic 
economic downturn. COVID-19 has changed that, forcing 
consumers to think harder about spending, borrowing, 
and trade-offs in purchasing behaviour (Exhibit 5).

Fast forward trend 4: 
Consumers come of age 

Exhibit 5

Consumers come of age

Source: National Bureau of Statistics in China; World Bank; People’s Bank of China; McKinsey analysis
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Over the last two decades, China has successfully increased the role 
consumption plays in the economy to the point that it is now the driving 
force behind economic growth. Indeed, China’s share of global consumption 
growth rose from 9 percent in the 2000-2005 period to 23 percent in 2013-
2018 (Exhibit 5). China’s consumption power is also pronounced in the luxury 
segment, where Chinese consumers accounted for 32 percent of global 
consumption in 2018, and are expected to account for 40 percent by 2025.42 
As China’s consumer economy has risen, buying behaviour has become more 
sophisticated. For example, based on our most recent survey of Chinese 
consumers, 72 percent of respondents indicate they want to pursue a healthy 
lifestyle, while 60 percent of those in large cities check ingredient labels post-
epidemic. Moreover, 24 percent of Chinese consumers intended to trade up 
their purchases in 2018, higher than the 10-15 percent in developed countries. 

Until COVID-19, growth in consumer spending had continued relatively 
unchecked on a national scale. However, the epidemic has severely disrupted 
the economy, and triggered profound changes in consumer behavior, including 
those in their 20s and 30s. This cohort has been the engine of Chinese 
consumption, with 40-50 percent indicating in a McKinsey consumer survey 
that they never worry about income because their parents can easily cover 
expenses. Moreover, 40 percent of respondents aged 20 to 30 indicated that 
they had received help from their parents when buying an apartment. As a 
result of COVID-19, many of these consumers experienced a significant blow to 
their personal finances for the first time, forcing them to make tough trade-offs 
in terms of purchasing decisions, and driving an almost instant maturation of 
their spending attitudes and patterns.

The accelerating maturity of Chinese consumers can be seen in four key 
areas: 

 — Young consumers’ spending. Before the epidemic, China’s young 
consumers (defined here as those born in the 90s or after) were more willing 
to spend than to save. They accounted for one-third of China’s consumer 
credit43, and almost half of Alibaba’s “Ant Check Later” consumer financing 
platform user base44, while fewer than 50 percent had consciously put aside 
retirement savings.45 However, the epidemic has unlocked their long-term 

42 McKinsey China Luxury 2019 Report, https://www.mckinsey.com/~/media/mckinsey/featured%20
insights/china/how%20young%20chinese%20consumers%20are%20reshaping%20global%20luxury/
mckinsey-china-luxury-report-2019-how-young-chinese-consumers-are-reshaping-global-luxury.ashx.

43 2019 China “born-in-the-90s” consumer borrowing overview and behavioral analysis, iiMedia, December 18, 
2019,https://www.iimedia.cn/c1020/67253.html.

44 2019 China “born-in-the-90s” consumer borrowing overview and behavioral analysis, iiMedia, December 18, 
2019,https://www.iimedia.cn/c1020/67253.html.

45 Fidelity and Ant Fortune, China Retirement Readiness Survey 2019, September 2019, http://www.fidelity.
com.cn/zh-cn/market-insights/china-retirement-readiness-survey-2019-full-report/10/.

46 China Youth Daily, Survey shows 66.5% respondents developed good habits during the epidemic, China 
News, April 23, 2020,http://www.chinanews.com/sh/2020/04-23/9165443.shtml.
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planning behavior, as they come to terms with the prospect of recession 
for the first time in their working lives. The result has been significant 
changes in their saving, borrowing, investing, and consumption behavior 
according to various surveys. For example: In a survey heavily weighted 
toward young consumers, 42 percent of respondents stated their intention 
to save more than before COVID-19.46 Another survey highlights the value 
of consumer loans primarily extended to young consumers declined by 
22 percent between end-2019 and March.47 In terms of investing, more than 
40 percent of new wealth management and stock trading customers are 
young48, with about 80 percent indicating an intention to purchase more 
insurance products after COVID-19.49 At the same time, they are becoming 
more cautious. More than 60 percent of young consumers intend to plan 
their consumption and reduce impulse spending.50 This is especially true 
for those born between 1995 and 1999, three-quarters of whom said they 
intended to do so. 

 — Even more prudent personal financial management. China’s household 
savings rate is about 36 percent, among the highest in the world.51 Chinese 
consumers are now putting even more thought into how they manage their 
personal finances. In the first quarter of 2020, deposit balances increased 
by 70 billion RMB each day, on average.52 As a result, the country’s 
household deposit balance increased by 8 percent compared with end-
2019, reaching 87.8 trillion RMB at the end of March 2020.53 A survey 
on post-coronavirus consumer behavior showed that around 41 percent 
of respondents plan to increase their sources of income through wealth 
management, investments, and mutual funds. In addition, approximately 27 
percent indicated they will buy health insurance for themselves and their 
family.54 

46 China Youth Daily, Survey shows 66.5% respondents developed good habits during the epidemic, China 
News, April 23, 2020,http://www.chinanews.com/sh/2020/04-23/9165443.shtml.

47 Summary of Sources And Uses of Credit Funds of Financial Institutions, statistics session of People’s Bank 
of China website, March 2020.

48 QuestMobile, 2020 Epidemic’s Impact on Lifestyle Report, QuestMobile website, March 25, 2020,  
https://www.questmobile.com.cn/research/report-new/87.

49 Rong360.com Inc, 55.99% of respondents reported impact on income during epidemic, China.com, April 1, 
2020, https://m.tech.china.com/tech/article/20200401/042020_490646.html.

50 58 Finance, 58 Finance Finance and Consumer Borrowing Attitude Survey Report, iResearch, April 23, 
2020, http://news.iresearch.cn/yx/2020/04/321476.shtml.

51 Household savings section, OECD National Accounts Statistics, https://data.oecd.org/hha/household-
savings.htm.

52 Daily inflow of 70 billion to banks, Phoenix New Media, April 15, 2020, https://finance.ifeng.com/
c/7vhACPWszOC.

53 China reports increase in household deposits, Xinhua, April 18, 2020 http://www.xinhuanet.com/
english/2020-04/18/c_138988659.htm.

54 Consumer behavior change during COVID-2019, Sina, March 10, 2020, http://tech.sina.com.cn/roll/2020-
03-10/doc-iimxxstf7737378.shtml.
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 — Health conscious purchase decisions. The epidemic has increased 
awareness of product safety and quality, and this trend is expected to 
continue. More than 70 percent of respondents in our COVID-19 consumer 
survey said they will continue to spend more time and money purchasing 
safe and eco-friendly products, despite pressure on disposable income 
as a result of the economic slowdown. As for buying behavior, consumers 
have over-indexed on healthy products. Around 75 percent of consumers 
demonstrated strong preference to exercise more and eat healthily post 
crisis.

 — Purchasing trade-offs amid a flight to quality: Chinese consumers have 
become more cautious as a result of the epidemic, tending to spend less 
but buying better quality products. According to a post-epidemic survey, 
close to half of Chinese respondents intend to live more frugally and seek 
value-for-money when selecting products, while 36 percent are more willing 
to spend more for better quality mproducts.55 Consumers are potentially 
seeking quality in their necessities, while focusing on value-for-money 
in other categories. A survey reveals that post-COVID-19, consumers 
increased their net purchase intention by the largest degree toward 
essential, health-oriented products, such as sanitary and health products, 
fresh food, and life insurance, while expressing negative net purchase 
intention towards non-necessities such as hair and beauty products, and 
large home appliances.56 Consumer complaints relating to quality have 
also increased. In Guangdong for example, consumer complaints rose 40 
percent on year in the first quarter to 98,000, suggesting tolerance for low-
quality products and poor service is on the decline.57

55 58 Finance, 58 Finance Finance and Consumer Borrowing Attitude Survey Report, iResearch, April 23, 
2020, http://news.iresearch.cn/yx/2020/04/321476.shtml.

56 Netease Dingwei and CTR, 2020 COVID-19 Consumer Behavior Impact and Trends Report, retrieved April 
23, 2020,http://pdf.dfcfw.com/pdf/H3_AP202003111376137659_1.pdf.

57 China Consumer News, Guangdong COVID-19 related consumer complaints increased, Guangdong 
Consumer Council, April 16, 2020, http://www.gdcc315.cn/show-9-52867-1.html.
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During the 2003 SARS outbreak, the government 
and state-owned enterprises (SOEs) were the primary 
actors in the economy, and therefore led the country’s 
response to the crisis. China’s response to COVID-19, 
however, has been orchestrated by a blend of state and 
private institutions. While SOEs again played a critical 
role, the private sector, in particular leading technology 
companies, made notable contributions to relief and 
recovery efforts. Policy debates also indicate COVID-19 
might be accelerating long-awaited structural reforms to 
land, financial, and labor markets (Exhibit 6).

Fast forward trend 5: Private 
and social sectors step up 

Exhibit 6
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In 2003, when the State-owned Assets Supervision and Administration 
Commission (SASAC) was established to orchestrate state-owned enterprise 
reform, SOEs were still the major driver of China’s economy, accounting for 
about 55 percent of China’s assets, and 45 percent of profits.58 However, 
private enterprises have now become the major driver of China’s economic 
growth, and the fulcrum of urban employment generation, export value, and 
fixed-asset investment. Today, the private sector contributes close to two-
thirds of China’s economic growth, and 90 percent of new jobs.59 

This context is important in understanding key differences in the responses 
to SARS in 2003, and COVID-19 in 2020. In 2003, the government led the 
majority of epidemic prevention and recovery efforts, whereas joint efforts 
between government and large private companies have come to the fore during 
COVID-19. The shift illustrates the growth of the private sector, its ability to 
participate in activities of national importance, and the potential opportunities 
inherent in public-private partnerships with the state. In addition, the role of 
social institutions has expanded to address gaps in the corporate and state 
response, a development which is beneficial to society overall. The government 
recently announced a policy direction to accelerate structural reforms that 
cover labor, land, prices, capital, and technology. 

The acceleration of changes to the role of the private sector is evident 
in three key areas:

 — Private sector actors aiding the national recovery with technology 
and resources. Technology companies and financial institutions have 
assisted virus containment efforts, enabling the widespread adoption of 
a color-coded health system using QR codes, as well as sophisticated 
track and trace measures. In Shanghai, Alipay and WeChat supported 
the Shanghai government’s “Suishenma” health QR code launch in mid-
February to help citizens self-report and trace infections.60 Users of the 
system rose from about 800,000 in late February to more than 10 million 
in mid-April.61 Alibaba also launched an online appointments platform for 
new coronavirus nucleic acid testing services in 38 major cities62, on top of 
their “2020 Spring Thunder Initiative” to help export-focused SMEs expand 

58 Zoey Ye Zhang, China’s SOE Reforms: What the Latest Round of Reforms Mean for the Market, China 
Briefing, March 29, 2020, https://www.china-briefing.com/news/chinas-soe-reform-process/.

59 Rainer Zitelmann, State Capitalism? No, The Private Sector Was And Is The Main Driver Of China’s Economic 
Growth, Forbes , September 30, 2019, https://www.forbes.com/sites/rainerzitelmann/2019/09/30/
state-capitalism-no-the-private-sector-was-and-is-the-main-driver-of-chinas-economic-
growth/#760e03f827cb/ .

60Shanghai government’s “Suishenma” health QR code, Shanghai Observer, March 1, 2020, https://www.
jfdaily.com/news/detail?id=218227.

61 Ding Yining, Health QR code made available to more residents, SHINE, March 1, 2020, https://www.shine.
cn/biz/economy/2003013178/.

62 Alibaba launches Covid-19 test service in China, cnTechPost, April 21, 2020,https://cntechpost.
com/2020/04/21/alibaba-launches-covid-19-test-service-in-china/. 
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into new markets through e-commerce channels.63 Many other companies 
contributed products, services, money, and technology to support the 
government and community. For example, Chinese tech firms collectively 
donated more than $4.4 billion to combat COVID-19, almost a quarter of 
corporate donations made since the outbreak, and much higher than the 
4 percent of total corporate donations the sector contributed in 2018.64 
Alibaba provided free services and offered financial support to Chinese 
business, while Ping An launched a smart system to bridge doctors and 
patients.65 Taikang Insurance accommodated more than 2,000 coronavirus 
patients in their own hospital, and donated money and goods worth more 
than 100 million RMB.66 

 — Policy announcement to strengthen the role of the market. On March 
30, the State Council published a document listing a series of policy 
directions aimed at boosting the market economy, covering several agenda 
items requiring deep structural reforms, including for example: land (more 
flexibility in land use); labor (remove/loosen the household registration 
system); prices (integration between benchmark lending and deposit 
rates with market rates); capital (opening up of the financial sector) and 
technology (global collaboration). While these initiatives were already on 
the agenda of Chinese policy makers, it appears that COVID-19 might be 
serving as a catalyst to accelerate the pace of reform.67

 — Rising influence of social institutions. Foundations and other charitable 
organizations have also become more influential, in keeping with a doubling 
of social institutions in China between 2009 to 2019.68 The sector played 
a vital role in consolidating donations of money and supplies during the 
outbreak. Collectively, these institutions received more than 29 billion RMB 
from societal donations, and redirected the funds to areas most in need 
of help.69 For instance, the Bill & Melinda Gates Foundation committed 

63 Alibaba launches 2020 Spring Thunder Initiative to give Chinese SMEs a leg up during Covid-19, cnTechPost, 
April 7, 2020, https://www.thedrum.com/news/2020/04/07/alibaba-launches-2020-spring-thunder-
initiative-give-chinese-smes-leg-up-during. 

64 Report on corporate donations on COVID-19 crisis in China, March 10, 2020, https://xw.qq.com/
cmsid/20200310A0ETR700); China Charity Alliance, Giving China 2020, September 2019, http://www.
charityalliance.org.cn/u/cms/www/201909/23083734i5wb.pdf.

65 Ping An Insurance Group Ltd., Ping An Launches COVID-19 Smart Image-Reading System to Help Control 
the Epidemic, PR Newswire, February 28, 2020, https://www.prnewswire.com/news-releases/ping-an-
launches-covid-19-smart-image-reading-system-to-help-control-the-epidemic-301013282.html. 

66 How Tai Kang made a joint effort with domestic and foreign experts to combat coronavirus, Xinhua, April 19, 
2020,http://www.xinhuanet.com/money/2020-04/19/c_1125877007.htm. 

67 State Council, April 9, 2020, http://www.gov.cn/zhengce/2020-04/09/content_5500622.htm; China’s 
Top Leaders Pledge Bigger Role for Markets, April 13, 2020, China’s Top Leaders Pledge Bigger Role for 
Markets, https://www.bloombergquint.com/china/china-s-top-leaders-pledge-bigger-role-for-markets-
as-virus-hits.com/2020/04/21/alibaba-launches-covid-19-test-service-in-china/. 

68 Quarterly statistics session, Ministry of Civil Affairs of the People’s Republic of China.
69 National social donation has achieved 29.2 billion, China Charity Alliance, March 9, 2020, http://www.

charityalliance.org.cn/gov/13362.jhtml.
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$5 million to China to combat the virus.70 Vanke Foundation donated 100 
million RMB to Hubei province, where the virus originated and caused the 
most damage,71 and Vanke employees’ funds granted 200 million shares 
worth 5.3 billion RMB to Tsinghua University to build the Vanke School 
of Public Health.72 The Ford Foundation has made about 300—500 
thousand USD worth of grants to NGOs providing a frontline response.73 
Han Hong Love Charity Organization raised more than 140 million RMB by 
the end of January on a project specifically to provide additional support 
on purchasing and distributing medical resources to Wuhan and the 
surrounding cities.74

Clearly, the private sector has not only increased its contribution to China’s 
economy, but also its role in society. While the public sector still plays a critical 
role in terms of resource allocation, and during the crisis received a large 
amount of centrally allocated funds, even SOEs were encouraged by the 
government to support the private sector. Meanwhile, a powerful new group of 
social institutions have contributed significantly toward the response to COVID-
19, and are expected to play an elevated role in Chinese society going forward.

As the world turns its attention from containing the COVID-19 outbreak to 
planning the reopening of society, and the restarting of economies, we hope 
the five accelerating trends outlined here regarding how the response to 
COVID-19 has affected China prove helpful references to decision makers in 
the corporate and public sectors around the world. 

70 Bill & Melinda Gates Foundation Commits $10 Million to Global Response to 2019-nCOV, Bill & Melinda 
Gates Foundation, January 26, 2020, https://www.gatesfoundation.org/Media-Center/Press-
Releases/2020/01/Gates-Foundation-Commits-10-Million-to-Global-Response-to-2019-nCOV. 

71 Vanke Foundation donated 100 million to Wuhan, Sina, January 25, 2020, http://finance.sina.com.cn/stock/
relnews/cn/2020-01-25/doc-iihnzhha4569082.shtml. 

72 Evelyn Cheng, Coronavirus outbreak gives public health in China the push it needs, CNBC, April 9, 2020, 
https://www.cnbc.com/2020/04/10/coronavirus-outbreak-gives-public-health-in-china-the-push-it-
needs.html.   

73 National Committee on US China Relations, Coronavirus Social Impact: NGOs Operating and Evolving 
through COVID-19, https://www.ncuscr.org/media/podcast/coronavirus-impact-knup

74 Holly Snape, China Alters Civil Society Rules, Allowing More Groups to Respond to Coronavirus, The China 
NGO Project, March 5, 2020, https://www.chinafile.com/ngo/analysis/china-alters-civil-society-rules-
allowing-more-groups-respond-coronavirus
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How COVID-19 has 
changed Chinese 
consumption

Daniel Zipser, Felix Poh, Johnny Ho, Kay Tu

Despite all the post-pandemic uncertainty, one thing is 
clear: China will continue to be the engine that powers 
global consumption growth. 
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The COVID-19 pandemic is continuing apace globally, 
posing the greatest humanitarian challenge of our age 
as governments scramble to address devastating health 
and economic impacts. The challenge for policymakers 
is to strike the right balance between containing viral 
transmission and restarting locked-down economies to 
secure employment. 

Retail and consumer packaged goods (CPG) 
companies also have an essential role to play, not 
just in helping us coexist with the virus, but also as 
sources of employment and social stability. From a 
global perspective, their outlook is deeply uncertain. 
As of September, many countries are battling a second 
or third wave of infections, even as a failure to arrest 
the first wave in the Americas means the region now 
accounts for 55 percent of new daily cases. 

By contrast, China is optimistic. Having worked hard to 
contain the original outbreak of the novel coronavirus in 
Wuhan, the government has effectively controlled virus 
transmission. Since mid-March, a combination of travel 
restrictions, testing, and digital health and tracking 
initiatives, has kept most of China virus-free. China 
consequently hosted just 0.01 percent of new global 
COVID-19 cases as of Sep 22nd (Exhibit 1). Local health 
authorities have rapidly traced and suppressed new 
outbreaks, including a high-profile outbreak in Beijing in 
June, helping reassure anxious consumers. 
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Chinese consumers: Confident, optimistic, and ready 
to spend 
The effectiveness of China’s public health response has inspired an 
unparalleled rebound in consumer confidence; McKinsey consumer sentiment 
surveys show that net optimism over the recovery of the economy in China 
has hovered around 50 percent, compared with about 22 percent in US, and 
in stark contrast to the pessimism that pervades Europe, Australia, and Japan 
(Exhibit 2). A notable outlier is the US, which has a relative optimism that is likely 
driven by culture and future expectations. 

From a global perspective, Chinese consumers are most confident they will 
be able to resume their daily routines after the pandemic, with 60 percent 
indicating they expect to do so within two to three months. In comparison, a 
mere 13 percent of consumers in Germany, and 5 percent in Japan, expect 

1

As of Sep 22, 2020

1Includes Puerto Rico and US Virgin Islands
2All remaining European countries, including Russia
3Includes Japan, Singapore, and South Korea 
4All remaining Asian countries, not including Russia
5Includes European territories in the Caribbean
6Data points shown as 7-day moving average to account for reporting differences (e.g., reporting only once per week)

Source: WHO, JHU
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The incidence of new cases is shifting from countries in Europe, to North America, Latin 
America, and South Asia

Africa : 1.43%US1 + Canada: 17.22% Oceania + North Asia 3 : 0.18%      
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Exhibit 1: Shifts in percentage of daily new COVID-19 cases 
worldwide
by country/region

Exhibit 1

Shifts in percentage of daily new COVID-19 cases worldwide
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their lives to return to normal within the same timeframe (Exhibit 3). Four out 
of five people in the rest of the world believe it will take at least four months for 
normality to be restored.

2

1Q: How is your overall confidence level on economic conditions after the COVID-19 situation? Rated from 1 ”very optimistic” to 6 “very 
pessimistic.”

2Net optimism is calculated by subtracting the percent of respondents who answered  5 ”pessimistic” and 6 “very pessimistic” from the percent of 
respondents who answered 1  “very optimistic” and 2 “optimistic.” 
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Source: McKinsey COVID-19 Consumer Pulse surveys; conducted globally between Sep 4 and Sep 28, 2020
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Exhibit 2: Optimism about own country’s economic recovery after 
COVID-191

Net optimism %2 , Sep 28th

Exhibit 2

Optimism about own country’s economic recovery after 
COVID-191

3

Exhibit 3: Respondents’ belief about the time it will take to return 
to normal 

1Q: How long do you believe you need to adjust your routines, given the current coronavirus (COVID-19) situation, before things return back to normal
in your country (e.g., government lifts restrictions on events/travel)?

2Q: How long do you believe your personal/household finances will be impacted by the coronavirus (COVID-19) situation?
Source: McKinsey & Company; COVID-19 Consumer Pulse surveys; conducted globally between June 15 and June 21, 2020; source of data for
South Africa and Brazil was from McKinsey & Company; COVID-19 Consumer Pulse surveys, conducted between May 15 and May 25, 2020
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Channel hopping: China’s advanced digital 
infrastructure enabled a rapid shift to online
Prior to COVID-19, China was already among the world’s most digital nations, 
accounting for close to half of global ecommerce sales. When the virus struck, 
lockdown measures accelerated an ongoing trend of consumers shifting away 
from traditional retail towards online channels. This opened online ordering to 
new customer segments, with people over 30 years old increasing their share 
of ecommerce spend by 11 percentage points between January and February, 
according to QuestMobile data. 

China’s sophisticated digital infrastructure ensured that online initiatives 
launched in response to COVID-19 offered quality service, not least in fulfilling 
orders in hours or days rather than the weeks it might take in less developed 
economies. Companies already engaged in digital transformations were able to 
accelerate momentum, and successfully cater for increased demand for online 
shopping and other digital services. 

Usage of delivery apps surged during the crisis, driving higher online sales 
of food and daily necessities. According to our COVID-19: China grocery 
consumer survey, online penetration of grocery sales in China rose 15-20 
percentage points during the peak of the crisis (Exhibit 4). We expect at 
least 6 percent of that increase to stick; more than 55 percent of Chinese 
consumers told us they are likely to permanently buy more groceries online. 
Leading online-to-offline grocery retailers such as Freshippo, RT-Mart, and 
JD Supermarket, as well as Xingsheng Selected, a leader in community group 
purchasing, all capitalized on early strategic decisions to focus on omnichannel 
fulfillment and digitization. This meant these players already had the necessary 
supply chain and digital app infrastructure at the onset of the crisis, allowing 
them to smoothly accelerate the adoption of ecommerce. 

Beauty brands that had established social commerce infrastructure in place 
were also able to expand sales during the crisis by quickly shifting resources to 
online channels. For example, Perfect Diary, a fast-growing local beauty brand, 
intensified customer engagement during COVID-19 on its existing WeChat-
based social channels, driving higher sales and lifting the brand’s valuation 
to $2 billion during an April fundraising round, double that achieved last 
September. Beauty brands like Estée Lauder and L’Oréal also leveraged their 
social commerce infrastructure (for example, the enterprise version of WeChat) 
to activate and empower their beauty consultants to better reach and engage 
consumers.
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Homing in: Rethinking at-home occasions
Aside from online shopping, Chinese consumers have embraced new digital 
activities that do not require in-person interactions, leading to a rise in at-home 
occasions that poses a significant new test for retailers and CPG companies. 
For example, one in four people tried remote learning for their children for the 
first time, while services like online streaming and video chat experienced 
substantial increases in usage. These changes are set to endure; a majority of 
consumers told us they intend to keep watching e-sports and online fitness 
programs. Remote learning for adults looks like another trend that might be 
here to stay (Exhibit 5).

In keeping with these trends, both retailers and CPG companies need to rethink 
their approach to marketing and portfolio management. For example, alcohol 
consumption shifted almost exclusively to at-home at the beginning of the year. 
While restaurants and bars have strongly recovered, we anticipate at-home 
occasions to remain more relevant than pre-crisis (Exhibit 6). Beverage makers 

4

Exhibit 4: Online retail goods sales growth by category

Source: CEIC; McKinsey analysis
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5

1Q: Have you used or done any of the following since the COVID-19 situation started? If yes, Q: Which best describes when you have done or used 
each of these items? Possible answers: “just started using since COVID-19 started”; “using more since COVID-19 started”; “using about the same 
since COVID-19 started”; “using less since COVID-19 started.”
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Source: McKinsey COVID-19 China Consumer Pulse Survey
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1Once the coronavirus (COVID-19) situation has subsided, how do you think your alcohol consumption occasions at the following places / 
occasions / people will change compared to your consumption prior to COVID-19?

N = 2000

Source: McKinsey China alcohol consumer survey

A restaurant or bar
My home or someone else’s home Events

Other

After COVID-19

Net intent1

~5%

7%

3%

~15%

Exhibit 6: Alcohol consumption occasion shift during and after 
COVID-19
Weighted average % allocation 

Exhibit 6

Alcohol consumption occasion shift during and after COVID-19
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should work to improve their understanding of why people drink at home, and 
adjust their brand and pack offerings accordingly. 

Budweiser adapted by launching new ecommerce and omnichannel at-home 
consumer experiences, including DJ livestreams and e-gaming events that 
provided a platform for customized marketing, and home delivery promotions. 
Tsingtao rolled out a no-contact delivery service, leveraging its vast distribution 
network in 300-plus cities. Consumers ordered via phone or WeChat, and 
collected their beverages at a nearby pick-up point. 

Taking advantage of an increase in demand for in-home wellness and fitness 
services, leading Chinese workout app KEEP launched hundreds of livestreams 
featuring key opinion consumers–everyday consumers whose value lies 
in perceptions of reliability, trustworthiness, and independence. Streams 
teaching yoga, collaborations with brands to promote in-home fitness tools, 
and question and answer sessions on fitness topics such as post-partum 
body recovery attracted 56 million views within a week, more than tripling 
KEEP’s daily active users compared with pre-crisis levels. Fitness coaches 
curated WeChat groups and managed daily training sessions, offering tips and 
guidance to attract new traffic and maintain user engagement during lockdown. 

Healthy choices: Building trust amid shifting 
consumption patterns 
Chinese consumers have become more health and quality conscious as a result 
of COVID-19, and are trying to improve their overall health and ability to fight off 
infections. According to our research, the safety of family, overall public health, 
concern over spreading COVID-19 and personal health are among Chinese 
consumers’ top ten concerns. These anxieties underpin significant changes in 
consumer behavior: two-thirds of our respondents claim to care more about 
product safety than they did before the pandemic, for example. Almost a 
third of consumers are also spending more on fresh foods, in keeping with a 
heightened focus on healthy living (Exhibit 7).

Shoppers are also becoming more prudent spenders; one-third said they are 
more mindful of where and how much they spend as a result of COVID-19. 
According to our surveys, Chinese consumers lead the world in researching 
brand and product choices before buying, with 45 percent telling us they have 
stepped up this behavior since the outbreak of COVID-19, compared with only 
11 percent for France and Germany, and 12 percent for Japan.

As consumers rethink their purchase options, we are seeing sweeping shifts in 
brand choice that illustrate the make or break nature of China’s current retail 
environment. One-third of consumers told us they have switched to new brands 
during the pandemic, driven by factors such as availability, convenience, price 
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discounts, and product promotions, as well as perceptions of safety. Trust is 
vital as consumers navigate an uncertain information environment, with 89 
percent telling us they are turning to brands that they trust. Three-quarters 
of Chinese consumers also stated they have convinced other people to stop 
using brands they felt were not acting appropriately during the pandemic. On 
the other hand, 82 percent of consumers said they recently started using a new 
brand because of the innovative or compassionate way the brand responded to 
the crisis. 

Rising to the challenge 
While much of the world debates when or if daily life will return to normal after 
COVID-19, Chinese consumers are already moving on, propelling a strong 
rebound in domestic consumption. Though the virus is under control for now, 
the consumer environment has fundamentally shifted, challenging brands 
and retailers to reconsider their operating models across product mix, pricing, 
channel strategy, and marketing. Consumer companies should consider 
adopting the following actions: 

Innovate product offerings and services: Trends such as the shift to at-home 
occasions and rising health consciousness among Chinese consumers demand 
a coordinated response, beginning with a thorough analysis of changes in 

7
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consumer behavior. Segment trends by category and consumer archetype, 
focusing on pre-, during and post-COVID-19 differences, before revamping 
product mix and service delivery accordingly.  

Accelerate online and omnichannel: Brands should view online as a must-
do and start setting digital key performance indicators, while considering 
the role and interaction of different online and offline channels, including 
direct-to-consumer, social commerce, ecommerce marketplaces, and physical 
channels. Clarify whether each channel’s role is for brand-building, consumer 
engagement, or to drive sales, and allocate investment accordingly.

Build a resilient and balanced supply chain: Start with having transparency 
of the supply chain that goes beyond the four walls of the company and into the 
layers of the supply network. Build end-to-end omnichannel capabilities and 
mitigate risks and uncertainties through revised sourcing and product design 
strategies. 

Improve organizational agility: Facing increased uncertainty in the post-
pandemic era, companies should embrace a nimble mindset and build agility 
into their organizations. Astute executives can prepare for disruptions by 
war-gaming scenarios that test the resilience of existing operating models–
for instance, revised demand projections for lower-tier cities and rural areas 
creating the need for change in current distribution models–and set up cross-
functional teams to address any gaps that arise from this pressure-testing.

Institutionalize M&A: This may be an opportune time to pick up valuable 
assets at a fair price, or to ‘acquihire’ by buying companies for their talent and 
capabilities. 

Clarify purpose: Companies should take the opportunity to clarify and 
communicate a clear company vision and purpose both internally and 
externally, and in doing so, deepen trust with employees, business partners, 
customers and consumers. 

Despite all the post-pandemic uncertainty, one thing is clear: China will 
continue to be the engine that powers global consumption growth. This was 
true prior to COVID-19, and is arguably even more relevant as the world looks to 
a future beyond the virus. 

Daniel Zipser is a Senior Partner in McKinsey & Company’s Shenzhen office; Felix Poh is 
a Partner in the Shanghai office, where Johnny Ho is an Associate Partner; Kay Tu is an 
Engagement Manager in the Hong Kong office. 

The authors wish to thank Nicola Jiang, Cherie Zhang, Pauline Chen, Hao Xu and Xin 
Huang for their contributions to this article.
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How Chinese consumers 
are changing shopping 
habits in response to 
COVID-19

 Chenan Xia, Daniel Zipser, Dymfke Kuijpers, Lavonda Li, Sha Sha, Xin Huang

An analysis of point of sale data for over 100 million 
shoppers shows four key trends that are likely to persist 
post-crisis.
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China is ahead of the curve in its recovery from the 
recent COVID-19 outbreak, with many provinces slowly 
returning to normal levels of activity. Factories are 
restarting production and consumers are beginning to 
spend again. However, the crisis has had a dramatic and 
lingering impact on the nation’s shopping habits, with 
implications for brands in China and globally.

McKinsey worked with MIYA, a leading mobile payment 
solutions provider, to set up a sample tracking analysis 
engine based on MIYA’s 130,000 merchants, 500 
million+ shoppers and 5 billion+ transactions. The 
sample tracking analyzed point-of-sale (POS) data from 
31,000 stores, covering 150+ cities, including Wuhan 
and Hubei, and 100 million+ shoppers. The data, which 
has been updated to May 10, reveals four key shifts 
that are persisting even as the peak impact of the virus 
abates.

1. Offline shopping is slowly 
recovering, but discretionary spend, 
night-time shopping, and epicenter 
spend are lagging
Offline consumption is slowly recovering, after falling 
to around 37 percent of normal levels during the peak 
period of the outbreak. Many local authorities loosened 
restrictions in the first week of March, giving shops 
an opportunity to welcome customers who had been 
isolated in their homes for as long as six weeks. By 
May 10, offline consumption had picked up to around 
84 percent of pre-crisis levels. And in the two weeks 
leading up to May 10, consumption rose by 105 percent 
over pre-crisis levels, driven by the Labor Day Holiday 
(Exhibit 1). 
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Despite the partial rebound, there were significant variations, amid continuing 
pressure on discretionary categories. Supermarkets, convenience stores, and 
drugstores saw a spike in activity during the crisis, as consumers stocked up on 
essentials and cooked at home. However, after the peak there was a divergence 
(Exhibit 2). Supermarket volumes fell, while convenience stores and drugstores 
continued to see positive momentum, driven by demand for medicines and a 
desire among many people to shop near their homes. Discretionary categories, 
such as food service outlets, apparel stores, and department stores were hit 
hard during the crisis and their recovery has been slow.

A notable trend across categories during the outbreak was increased 
basket sizes in non-discretionary categories, reflecting consumer aversion 
to shopping trips and willingness to spend more per visit to reduce travel 
frequency. Convenience store basket sizes rose 124 percent during the crisis, 
and remained 22 percent higher as the crisis abated. Discretionary categories, 
such as department and apparel stores, on the other hand, saw smaller basket 
sizes (Exhibit 3). Department store basket sizes were 54 percent smaller during 
the crisis, and have recovered only slightly in March and April, to a level that is 
around 21 percent smaller than before the crisis. Again, this may be a reflection 
of people’s reluctance to spend too long in crowded environments.

Absolute traffic levels fell dramatically in all categories except drug stores 
during the crisis (31 percent lower for supermarkets and 88 percent lower 
for apparel outlets), and continued to be lighter than normal after the peak. 
Some 95 percent of apparel stores have reopened, but footfall in discretionary 
categories is still 20 percent below pre-COVID-19 levels. In non-discretionary 
categories it is around 20-30 percent lower.

Exhibit 1 

China offline consumption is still impacted after the outbreak

1On March 8th, 21 provinces of China announced to lower the epidemic response level, which involves over 70% population of the country.
Source: MIYA payment data engine, McKinsey China retail POS analysis 20191201–20200510
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Exhibit 2 

Some channels have fared better than others
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Traffic fell and baskets expanded

Source: MIYA payment data engine, McKinsey China retail POS analysis 20191201–20200510
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The impact of the crisis on shopping habits was revealed through the times 
of day at which people ventured out (Exhibit 4). In normal times, weekend and 
evenings are peak shopping times in China—weekend traffic is generally 30 
percent higher than weekday traffic and evening traffic is 50 percent higher 
than day traffic. The traffic curves were much flatter during the height of the 
outbreak, with weekend traffic just 10 percent higher than weekday traffic and 
evening peak hours about 15 percent higher than daytime peaks. Again, the 
pace of recovery has been slow, with shopping patterns continuing to echo 
those at the height of the crisis. Daily transaction volumes have recovered by 
around 50 percent from the trough.

Tier 1 cities such as Beijing, Shanghai, and Shenzhen are the busiest in China, 
and these normally crowded environments have been slower to recover than 
lower-tier cities. Most channels have continued to see spending 20 percent 
lower than that before the crisis. Cities at the epicenter of the outbreak (in 
Hubei province) have also seen sluggish recoveries. There has, however, been 
some variation across channels (Exhibit 5).

2. Channel shift to online, offline convenience, and 
drugstores
A trend that emerged from the crisis is the accelerating growth of the online 
channel, which benefited from the lockdown, store closures, and the continued 
reluctance of consumers to engage in-person with sales and service staff 
(Exhibit 6). In the grocery category, there was a spike in online shopping during 
the peak, with consumers spending more time and money online. Some  

Exhibit 4

Weekend and evening shopping fell significantly and have not 
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Exhibit 5

The epicenter has recovered more slowly than elsewhere

Source: MIYA payment data engine, McKinsey China retail POS analysis 20191201–20200510
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An acceleration in online grocery shoppingAn acceleration in online grocery shopping

Online grocery channel net reported behavior during COVID-19 vs before; 
net intent for after COVID-19 vs during (now)1

1Net behavior is calculated by subtracting the % of shoppers in the channel stating they have decreased visit frequency or spending in the channel 
from the % stating they increased frequency or spending.

2Q: Among the below grocery shopping channels, which ones do you visit more/less frequently during the COVID-19 outbreak compared to before?
3Q: Which store types have you increased/ decreased your spending per month during the COVID-19 outbreak compared to before?
4Q: Within the below store types, which ones do you think you will visit more / less frequently after the COVID-19 outbreak stabilizes? 
Source: COVID-19 mobile survey, 3/21-3/25/2020 N = 5,013, sampled and balanced to match general population (except India, with higher focus 
on consuming class)

During COVID-19 vs before After COVID-19 vs during

Visit frequency2 Spend3 Visit frequency4

74

51

40

28

16

6

-1

Restrictions on 
online grocery 
imposed

South Korea

Thailand

India

China

Indonesia

Australia

Japan

21

11

31

29

16

4

16

15

7

38

25

16

10

4

74 percent of consumers bought additional groceries online at the peak and 
21 percent spent more. Chinese consumers were ahead of consumers in other 
countries in respect of frequency of online shopping, including South Korea (51 
percent increased frequency) and India (40 percent). In March, online activity in 
China has moderated, but visits are still running at 15 percent above pre-crisis 
levels.
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Another emerging dynamic is that convenience stores have performed well 
in the wake of the outbreak (as they did at the peak), with tier 1 cities seeing 
the biggest uplifts (Exhibit 7). CVS daily consumption in tier 1 cities has run at 
around 21 percent above pre-crisis levels (as at December 2019). Again, this is 
likely the result of continuing caution in respect of travelling and mixing in large 
groups.

3. Health and fitness is here to stay
COVID-19 has emphasized the importance of staying fit and healthy, and 
changing attitudes are reflected in shopping behaviors that have persisted 
in March and April. Demand for dairy, vegetables, and eggs was 25-50 
percent higher during the initial recovery phase than it was before the crisis. 
Supermarket and convenience store data shows that, aside from fresh food, 
popular items during and after the peak of the crisis included grains, ready-to-
cook meals, packaged food, and snacks.

As people began to spend less time at home, demand for these has softened of 
late but is still running above pre-crisis levels. There was a reduction in demand 
for personal care products and cosmetics in January and February, and these 
categories are only recovering slowly (Exhibit 8).

Exhibit 7

Consumers in tier 1 cities spent more in convenience stores 
during and after the crisis

1Cover selected cities: Beijing, Shanghai, Chongqing, Guangdong, Zhejiang, Jiangsu, Shanxi, Shandong, Jilin, Fujian, Sichuan, Jiangxi and Hubei.
Source: MIYA payment engine, McKinsey analysis

Supermarket channel CVS channel

Consumers in tier 1 cities spent more in CVS during and after the crisis
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shows stronger 
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during and after peak

B
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Hubei—other cities
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Avg. daily consumption in supermarkets vs CVS by city1, %

Wuhan supermarket and CVS spending went up at the beginning 
of the outbreak and eventually to a reduction due to lock-down duration 
and supply issues
Also the substantial drop in supermarket and CVS after peak might 
suggest a shift to online

Epic center recovery is heavily impacted by store opening schedule:A
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Exhibit 8 

People stocked up on essentials and bought more fresh food

44
22

B

People stocked up on essentials and bought more fresh

Food

Fresh

Others

Non-food 
grocery

Alcohol & 
tobacco

Seafood2

Pet life

Household supplies
Personal care
Cosmetics

Alcohol
Tobacco

Baby products

Meat
Vegetables & fruits
Egg

Grains
Ready to cook
Packaged food
Snacks
Dairy
Beverages
Water

C

CBA

A
63

99
88

72
14
11

6

57
56

74
110

56
7

3

-80

-6

-13

-56

1 Based on grocery basket analysis, data from supermarket and CVS.
2 Due to the limitation of fresh seafood supply—from �shing to delivery—the seafood are still over 70% down vs before.
  Source: MIYA payment data engine, McKinsey China retail POS analysis 20191201–20200510

Based on grocery basket analysis, data from supermarket and convenience stores

Daily consumption in value1, 100%=avg. Dec 2019

During vs pre  
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27

10

1
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0
-79

-14

-56
28
32

After-1st mon vs pre After-2nd mon vs pre

Consumption shift in short term with increase on necessity; 
non-essential consumption picks up recovery speed later

Food  rst during crisis: people 
stock up 60-80% more food 
and fresh, to prepare for 
staying at home during lock 
down, but not substantial

Healthy trends in dairy, 
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a shift to online during and 
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41
18

6
17

56
49

86
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22

17

-6
-76

-8

-28
41

33

As shoppers have gravitated toward local stores, they have expanded the range 
of items they buy, adding more grains and fresh foods to their baskets (Exhibit 
9). If the trend continues, suppliers in these categories may need to plan for a 
less centralized distribution model, in which individual CVS stores are likely to 
offer a variety of products while carrying fewer brands in any single product 
category.

4. Shock to loyalty offline, partly offset by online 
engagement
Given the physical constraints of the crisis, Chinese customers have been more 
willing to try new stores and new brands. After the peak, around 14 percent 
do not plan to revert to their pre-crisis store choices and about 6 percent do 
not plan to return to their previous brands (Exhibits 10 and 11). To engage with 
these dynamics, hard-hit categories such as apparel have ramped up their 
digital activities. One premium fashion retailer, for example, invested in online 
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Exhibit 9 

Increased demand for grains and fresh food at convenience 
stores
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Increased demand for grains and fresh food at CVS
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Source: MIYA payment data engine, McKinsey China retail POS analysis 20191201–20200510

Category % in Supermarket and CVS
100%=Total consumption in the time period

Exhibit 10 

More than a quarter of shoppers have shifted away from their 
primary stores, of which 47% do not intend to switch backMore than a quarter of shoppers have shifted away from their primary stores, 
of which 47% do not intend to switch back

28%
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to a di�erent 
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Reason for switching stores

Source: McKinsey & Company COVID-19 mobile survey 3/21-3/23/2020 N = 611 Sampled and balanced to match China's general population 18-65 years-old
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channels such as Tmall, e-commerce platform, and social media. Its offline 
sales fell by about 50 percent in March, but its online sales grew by 60 percent. 
A large grocery retailer saw a 300 percent spike in demand for its home 
delivery service and has launched a major effort to triple its online business in 
2020.

In aggregate, the data shows that COVID-19 has had a profound and persistent 
impact on the nation’s shopping habits. The implications for brands in 
China, and other countries that may follow China’s path to recovery, can be 
summarized under four strategic pillars:

1. Continue to protect customers and employees. COVID-19 is likely to 
have a lingering effect on consumer attitudes and sentiment. Assuming 
the virus is not eliminated in the near future, companies should redesign 
their protocols and operating models to reflect the new reality. This would 
include, for example, actions to be taken if a customer or an employee 
caught the virus.

2. Drive triple digital transformation. Digital has been one of the few real 
beneficiaries of the crisis. We see three ways in which companies can 
respond:

• Manage your business in real time and digitally. The POS data has 
shown that the outbreak has had a significant impact on geographies, 
channels, and categories. Businesses now operate at a very different 

Exhibit 11 

A third have switched brands based on convenience and 
promo/display, of which 20% intend to stick to their new choiceA third have switched brands based on convenience and promo/display, of 
which 20% intend to stick to their new choice

New/alternate options are easier to 
consume during the COVID-19 outbreak

New/alternate options were under
Promotions/display

New/alternate options are safer

New/altermate options o�er Better 
value or cheaper

Brands that I usually purchase were
not available

32%
of consumers 
have tried 
new/alternate 
product brands1

20%
of consumers 
who switched 
brands expect 
to continue 
purchasing the 
new brand 
post-COVID-19

Primary driver for switching to a new brand/product during COVID-192, % 
respondents who have tried new/alternate product brands

Post-COVID-19 
situation3 

45

41

37

35

33

1  Q: Have you tried new/alternate product brands during the current COVID-19 outbreak that you do not usually purchase?
2  Q: Why did you switch from the brands you usually purchase to new/ alternate options? (N = 196, Percent of responses from consumers who have tried new 
 new/alternate product brands)

3  Q: After COVID-19, do you in general plan to switch back to the product brands you usually purchased before? (N = 196, Percent of responses from consumers  
 who have tried new new/alternate product brands)
Source: McKinsey & Company COVID-19 mobile survey 3/21-3/23/2020 N = 611 Sampled and balanced to match China's general population 18-65 years-old 
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cadence, with decision-making required at much higher levels of 
granularity and shorter intervals to reflect increased uncertainty. This 
requires a digital-first approach and agile organizational capabilities. 
Many companies set up war rooms during the crisis, but had very limited 
access to information. In future, it will be critical to have a real-time view 
on inventory and a strategy for deployment across regions. Data and 
analytics will be important tools.

• Don’t just sell online; engage your customers digitally end-to-end. 
Chinese consumers increasingly demand an omnichannel experience, 
meaning they want more than to be sold to online. One premium 
apparel retailer has deployed a range of solutions, including enabling 
sales reps to use WeChat groups to reach out to VIP customers with 
individualized products (supported by a CRM system), launching social 
media shows with with Key Opinion Leaders (KOLs), and ramping up 
content marketing. The bottom line is that companies must engage the 
entire organization to prepare for an omnichannel world. This requires a 
digital network architecture, backed by a dedicated operational set up, 
KPIs, and objectives and key results (OKR) frameworks that can help the 
organization define goals and track outcomes.

• Don’t just sell online; engage your customers digitally end-to-end. 
Chinese consumers increasingly demand an omnichannel experience, 
meaning they want more than to be sold to online. One premium 
apparel retailer has deployed a range of solutions, including enabling 
sales reps to use WeChat groups to reach out to VIP customers with 
individualized products (supported by a CRM system), launching social 
media shows with with Key Opinion Leaders (KOLs), and ramping up 
content marketing. The bottom line is that companies must engage the 
entire organization to prepare for an omnichannel world. This requires a 
digital network architecture, backed by a dedicated operational set up, 
KPIs, and objectives and key results (OKR) frameworks that can help the 
organization define goals and track outcomes.

• Transform your business model. To increase operating efficiency 
and effectiveness, companies should aim to incorporate technology 
across the business. Before COVID-19, retailers were already deploying 
digital use cases, including seamless check out, pricing, promotions, 
assortment optimization, and robotic process automation in the back 
office. However, few retailers managed to scale across the value chain, 
typically because of factors including a lack of top-down ownership and 
ambition, insufficient capabilities, siloed ways-of-working, outsourced 
IT functions, and legacy systems. COVID-19 has shown the need to 
transform the business model to be more tech-enabled, which will both 
help the company operate under the constraints of pandemics and meet 
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customer safety needs. The business case is there: tech can improve 
sales efficiency by 2-5 percent and, depending on starting position, drive 
sales and make or break market share during a crisis. Retailers need to 
pursue a triple transformation of people (new capabilities and ways of 
working), technology (modularizing core tech and deploying software-as-
a-service across the value chain) and business (delivering value for the 
customer).

3. Align with consumer trends: healthy, local, and delivering value. The 
data shows that the trend toward healthier lifestyles accelerated during 
the COVID-19 outbreak. People also shopped local, both in terms of 
location and products. For companies with strong cash positions, there 
is an opportunity to respond, leveraging M&A and hiring to expand into 
adjacencies such as food services, or acquiring smaller brands that may be 
struggling.

4. Transform your supply chain to be agile and resilient. Supply chains 
attracted a lot of attention during COVID-19 and we expect they will 
continue to sit high on executive agendas. During a crisis, it can be 
dangerous to have a large amount of working capital locked up in inventory 
and facing potential write-off (or sale at a deep discount). The acceleration 
of omnichannel also creates a real challenge for many consumer packaged 
goods brands and retailers, because of the prohibitive cost: growth in online 
does not imply growth in profits. Companies should use the coming period 
to transform their supply chains, accelerating decision making to become 
more efficient, agile, and resilient.

As executives consider their options, these strategies may help them support 
resilience and lay the foundations for the ‘next normal’ in the months ahead. 
Retailers and consumer brands have been challenged in recent months, but 
those that can act decisively on all four fronts are likely to emerge ahead of their 
peers once the crisis is over.
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Winning the 
future of grocery 
retail in China

Alex Sawaya, Daniel Zipser, Dymfke Kuijpers, Felix Poh , Joanna Mak, Lambert Bu

Amid widespread closures of shops and workplaces, 
China’s grocery ecosystems emerged as beacons of 
resilience, their lights on and deliveries running through 
otherwise silent cities.



57

The outbreak of COVID-19 in China has irrevocably 
changed the domestic retail landscape. Nowhere is 
this more apparent than in the market for groceries, 
the essential foods and products that consumers need 
to sustain their daily lives. That definition might seem 
unnecessary, but it serves to recall the pivotal role 
China’s grocery stores played in keeping the country on 
its feet, or rather off its feet and safe at home, during the 
height of the COVID-19 crisis. Amid widespread closures 
of shops and workplaces, China’s grocery ecosystems 
emerged as beacons of resilience, their lights on and 
deliveries running through otherwise silent cities.

In the following article, we identify six trends 
underpinning the growth of grocery retail in China, 
explore how leading players adapted to the challenge of 
COVID-19, and offer a view on what companies can do to 
win the future of the market in China. 

Six structural trends propelling 
China’s grocery retail market
Below, we pick out several important trends driving the 
growth and development of China’s grocery market, and 
where relevant explain how they have been affected by 
the outbreak of COVID-19: 

1. Online grocery retail will grow significantly as 
demand is unlocked in lower tier cities 
Online grocery retail has been growing at more than 
30 percent annually in recent years, helping online 
penetration reach 10 percent of the market in 2019. 
More than half of Chinese consumers already buy 
packaged food online, while more than a third do 
so for fresh food. According to our COVID-19: China 
grocery consumer survey, conducted in March 2020, 
the pandemic has accelerated the overall frequency 
of online purchases by more than 70 percent, with 
the shift most pronounced in tier 3 and 4 cities, where 
demand from both first-timers and infrequent users 
has been further unlocked (Exhibit 1). These lower tier 
cities will continue to be a battleground for fresh grocery 
ecommerce retailers, all of whom are aggressively 
expanding their coverage while working to resolve 
logistics and supply chain issues. 
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2. Consumers expect convenience and ultra-fast fulfillment for fresh 
food
Four out of five Chinese consumers receive their online orders of fresh food the 
day after order at the latest, while almost half (47 percent) do so on the same 
day, and 15 percent enjoy delivery within an hour, according to our research 
(Exhibit 2). 

The sophistication of China’s ecommerce infrastructure and digital savviness 
of Generation Z Chinese consumers, or those under the age of 25, are primary 
drivers of these patterns. According to the McKinsey 2019 Gen Z Asia Survey, 
40 percent of Chinese Gen Z respondents rarely visit an offline supermarket, 
far fewer than older generations in China and their counterparts in other Asian 
countries. Instead, they source ingredients for home-cooked dinners from 
online grocery platforms offering ultra-fast delivery, while turning to general 
ecommerce retailers to stock up on non-perishables, and only visiting offline 
convenience stores (CVS) for last-minute or impulse purchases. 

This convenience-seeking behavior has encouraged openings of neighborhood 
fresh food marts, which are expected to lift sales at such small formats by 
more than 20 percent annually. Unless hypermarkets take significant remedial 
action, they are set to lose market share as a result of shifting consumer habits 
and a sub-optimal category mix. 

Exhibit 1

Online grocery purchase frequency has increased rapidly due 
to COVID-19
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Exhibit 1: Online grocery purchase frequency has increased rapidly 
due to COVID
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Rarely (once every month or less)

Occasionally (once every 2 weeks)

Change in online grocery 
purchase frequency, % of respondents 

+71%
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Source: McKinsey COVID-19 mobile survey 3/21-3/23/2020 N = 611 Sampled and balanced to match CN gen pop 18-65 years old
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3. Omnichannel services are more widely accepted, but in-store 
digitization has yet to take hold 
Omnichannel services such as in-store pick-up of online orders, QR code 
scanning of products to reveal more information, and self-check-out are the 
most widely adopted digital retail concepts in China, while robot services and 
facial recognition have yet to be widely commercialized (Exhibit 3). In-store 
digitization initiatives including augmented and virtual reality have high 
potential, as do smart vending machines and electronic price-tagging, as they 
are strongly appreciated by online shoppers in the limited cases where they 
have been deployed, according to McKinsey’s China digital consumer trends 
report. 

Exhibit 2

More than 80% of fresh food are delivered within the next day
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Exhibit 2: More than 80% of fresh food are delivered within the 
next day
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% of fresh food online shoppers

Delivery speed, 
% of fresh food online shoppers

Source: McKinsey China digital consumer survey 2019
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Meanwhile, community group-buying start-ups have rapidly formed a 29 billion 
RMB market. Leading players such as Xingsheng Selected leverage WeChat-
hosted buying platforms to offer attractively-priced products, benefitting from 
efficient community referral models, and a scalable supply chain. These factors 
have enabled Xingsheng Selected to rapidly penetrate lower tier cities, and 
achieve close to break-even economics. Founded in 2017, the platform has 
already reached gross merchandizing volume of 10 billion RMB, serving 2.5 
million monthly active users across 40,000 pickup points in China.

Exhibit 3

In-store pick up, QR code and self check-out are the most 
widely adopted digital retail initiatives
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Exhibit 3: In-store pick up, QR code and self check-out are the most 
adopted retail digital initiatives
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Source: McKinsey China digital consumer survey 2019
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4. Consumers increasingly value quality, health, and safety for both 
fresh and packaged food
Chinese consumers most value high quality and safe ingredients in the fresh 
and packaged foods they buy, while COVID-19 has reinforced the importance 
of deploying easy methods for tracing food back to its origin. Retailers are 
meeting this expectation by directly purchasing food from farms, and improving 
supply chain technologies to reassure customers about the provenance of 
products. 

There is room for catch up growth in organic foods, in part because China still 
lags behind other developed markets in terms of the retail value of organic 
packaged food as a proportion of total packaged food. The COVID-19 crisis will 
also likely accelerate consumer appreciation of products they can confidently 
trace from farm to table.

In the meantime, China’s grocery market is notable for a considerable gap 
between claimed intent to purchase organic foods and actual spending: about a 
third of consumers say they prefer organic but only 1 percent actually purchase 
(Exhibit 4). For Chinese consumers, perceptions of quality and safety extend 
beyond the origin of food to include packaging and design; fruit wrapped in 
plastic being a prominent example. 

Exhibit 4

China’s organic packaged food retail penetration is lower than 
developed markets
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Exhibit 4: China’s organic packaged food retail penetration is lower 
than developed markets

Retail value of organic packaged food as a percentage of total packaged food, %

Source: Expert interviews, Euromonitor, Mintel
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Agility, resilience, and partnerships: 
How grocery retailers overcame 
the COVID-19 crisis  

Keeping grocery supplies in China moving during the height of the COVID-19 
crisis was no easy task, but retailers that succeeded in consistently serving 
anxious consumers were rewarded with first-quarter sales up to triple the levels 
of the previous year. As part of this deep dive into the Future of Grocery Retail, 
we assessed how these retailers were able to meet the challenges of China’s 
lockdown. We found that the most successful grocers, including Yonghui, JD 
and Alibaba Group’s Freshippo, adjusted at every point along the supply chain, 
from sourcing and warehousing, to distribution and last mile delivery. 

Their stories are characterized by agility, resilience, and an appreciation of 
partnerships, not to mention an understanding that COVID-19 was accelerating 
market trends. Chief among these was a shift to online ordering. This trend 
was initially enforced by lockdown, but we believe it will persist because 
Chinese consumers found the experience seamless and rewarding, unlike their 
counterparts in less digitally advanced markets.

Yonghui worked with several online ordering platforms to establish community 
ordering and pick-up points for contactless deliveries, lifting overall sales by 20 
percent as a result. Freshippo was agile enough to reassign headquarter staff 
to sorting, pricing, and packaging jobs, while JD Supermarket tapped partner 
DaDa Express' app to hire tens of thousands of last-mile delivery personnel in 
double-quick time. 

In terms of resilience, self-ownership of logistics allowed JD Supermarket to 
rapidly shift half of its storage allocation from electronics to essentials, thereby 
ensuring continuity of supply and sales. Established modern trade retailers 
adapted by increasing orders from longstanding procurement partners, while 
reaching out to local governments to help expand their fresh food supplier 
base, and secure transport permits. 

Meanwhile, Freshippo shared supplies, inventories, warehousing, and 
consumer data across its digital ecommerce platforms with Tmall, Taobao 
Partners, and RT-Mart. This enabled them to maintain stock levels, improve 
marketing efficiency, and ultimately double their online sales of essentials. 

Across the board, we observed grocery retail winners taking strategic actions 
to enable them to better withstand future market shocks. These include 
increasing investments in upstream suppliers, rethinking customer acquisition 
and inventory management, and deepening ecosystem partnerships that 
proved their mettle in the heat of the COVID-19 crisis. 
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5. The role of private labels is increasing, albeit from a low base 
China traditionally has had a low proportion of private label products versus 
developed markets. However, leading grocery players with strong branding 
are spearheading an increase in private label penetration, especially Alibaba 
Group’s Freshippo, which is investing ambitiously to reshape the market. In 
order for the private label market to take-off, consumers must perceive private 
labels as “high quality, value for money” rather than as cut-price alternatives to 
established brands. Private labels can also help alleviate margin pressure due 
to intensifying competition. 

6. Grocery retailers are revamping foodservice models 
In order to attract footfall to offline stores, grocery retailers have introduced 
foodservice to their outlets, but only a few have succeeded. Freshippo helped 
reinvent the “Grocery + foodservice” model and attract diners to stores by 
offering high-end ingredients with high perceived value. Key success factors 
of foodservice models include strategic partnerships with food service brands, 
innovative menu concepts, and synergies between food service and fresh 
grocery operations to reduce fresh food shrinkage. 

COVID-19 is accelerating these structural trends, particularly the shift to online 
ordering, and consumers’ growing preference for quality, healthy, and safe 
products. Grocery retailers should adapt by investing in online and omnichannel 
initiatives, particularly those that help reassure consumers about the integrity 
and health benefits of the products they buy. 
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Scanning the future: What will China’s grocery retail 
market look like in 2022? 
In order to assist grocery retail executives in understanding ongoing shifts 
in competitive dynamics, we developed a robust framework to forecast how 
China’s grocery market, and the different players involved, might evolve by 
2022. Our proprietary model leveraged consensus forecasts for the economy, 
as well as estimates of the size of the overall grocery market, and of channel 
and category growth. Our core takeaway is that, consistent with most 
expectations, offline grocery retail will continue to account for the bulk of sales, 
even as online drives almost the entirety of market growth. We estimate that 
the total value of grocery retail sales will grow in the mid-single digits annually, 
in line with GDP growth, to reach up to 6.7 trillion RMB in 2022. During that 
time, online will likely increase its share of total grocery sales from about 10 
percent to 18-28 percent, growing at a CAGR of 30-50 percent (Exhibit 5). This 
expansion will be driven by higher basket sizes due to wider and more premium 
online assortments, as well as continued investments in consumer acquisition 
and retention by online players. 

Exhibit 5

China grocery retail’s online share will continue to rise in the 
coming years
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We believe there is a potential 400 billion RMB opportunity for offline grocery 
retailers that can adjust their formats in line with shifting consumer behavior. 
We expect modern grocery retailers, which account for around 50 percent 
of the market, to claim the bulk of this potential market by rejuvenating their 
formats, with early experimentation involving smaller stores covering wider 
consumer segments, for example focusing primarily on packed or unpacked 
fresh foods, offering strong potential. New retail players, including omnichannel 
players, neighborhood food marts, and tech-enabled convenience stores, 
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which currently account for less than 5 percent of the total market but 
are forecast to grow at 30 percent annually, could also capture share with 
innovative business models. Other offline formats such as wet markets, which 
account for 30 percent of the market, will lose share to modern offline and 
online channels.

Established ecommerce players will likely continue to lead online sales, and 
are forecast to double their market share to reach 10 percent in the next two to 
three years. We see Alibaba and JD.com driving growth by expanding in both 
fresh and non-fresh categories. Alibaba would fulfill Tmall orders via regional 
and chilled distribution centres, using third-party platforms like Ele.me for 
last-mile delivery, while JD.com would scale up its supply chain, and succeed in 
reassuring customers over the quality of its fresh produce. 

New retail players, alongside fresh food ecommerce and community group 
purchase start-ups, are expected to capture the highest rate of market growth. 
Starting from a low base, we expect new retail players to grow at around 40 
percent per year by expanding into lower tier cities with profitable smaller 
formats, once they achieve sustainable economics by improving productivity 
per store, as well as focusing on rational marketing spending and consolidation.

The extent to which offline retailers enjoy their fair share of online growth 
and become truly omnichannel largely depends on whether they successfully 
rethink digitization and form the right partnerships, as we detail below.

Deep dive on offline incumbents: Modern grocery 
retailers must rethink digitization and partnerships 
to compete 
As consumers increasingly seek online and omnichannel fulfilment, a long tail 
of smaller players will likely struggle to adapt. Offline incumbents, especially 
the regional or provincial players, thrive because of their vertically integrated 
supply chains in fresh food, and dense store networks in comparison with 
national players. However, China’s grocery market landscape is so fragmented 
that the top 10 supermarket chains only account for 4 percent of the 
market. Small players with less than 100 stores will find it difficult to attract 
digital talent, access capital for online traffic acquisition, or manage digital 
transformation, leaving them reliant on third-party delivery platforms or social 
platforms to keep pace. For smaller players, accessing online traffic through 
third-party platforms has few downsides. 

Large national offline incumbents face a strategic choice between digitizing 
through partnerships or doing it themselves. Aside from hosting their banners 
on delivery platforms as a quick and light way of going online, leading players 
have chosen to either deepen their partnerships with ecommerce giants, 
allowing them to develop their online and omnichannel offerings, or digitize 
their own businesses. 
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Deepening strategic partnerships with platform players: Walmart’s tie-
up with JD.com and RT Mart’s alliance with Alibaba are salient examples 
of these win-win partnerships, which allow the offline partner to build out 
improved digital capabilities across customer relationship management (CRM) 
and last mile delivery, while leveraging their own procurement strength to 
improve merchandizing and supply chain management. 

Creating self-built digitized operations: Meanwhile, several offline 
incumbents or tech-savvy convenience stores have evolved viable business 
models, centered around both in-store digital solutions and back-end digital 
infrastructure. Wumart’s Dmall has potential to transform its forays in this 
space into tangible business impacts, while Yonghui is developing its own 
digitized operations to enable both offline and online channels. Several 
convenience stores could achieve rapid growth by perfecting their use of 
automation and artificial intelligence to optimize operational efficiency, allowing 
them to compete in economic terms with mature players. A lean procurement 
model, strong branding, and improved profitability might also allow players 
such as QianDama to leverage investor support to expand nationally under a 
franchise model. 

Other imperatives for the offline incumbents to further strengthen their 
omnichannel position in the coming years include:

1. Leveraging third-party delivery platforms: This is a win-win for both 
parties. Offline retailers can take advantage of low-cost consumer traffic 
and mature last-mile delivery operations from delivery platform partners to 
unlock online business opportunities. Delivery platforms can diversify away 
from restaurant delivery while expanding their user base. 

2. Strengthening fresh food: The key differentiating factor between 
incumbent fresh retailers and ecommerce challengers is the former’s core 
competencies in procurement, supply chain, and logistics. This advantage 
should enable them to aggressively expand and optimize fresh assortments 
based on consumer insights.

3. Overcoming internal organizational challenges: This is often an 
overlooked but important issue to address. Adjust existing organizational 
structures for growth and new capabilities, for example by establishing a 
dedicated unit for online business, while shifting mindsets and hiring new 
talent to drive successful transformation. 

The majority of growth in the next few years will likely come from leading 
modern players who re-invent themselves in the digital era, ecommerce 
players, and new retail challengers. The profit pool will shift from incumbents 
to this set of players after accounting for cannibalization and improvement in 
online profitability.
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Conclusion
While the post-COVID-19 outlook is still uncertain, the changes the virus has 
wrought on China’s grocery market are already in train. Consumers increasingly 
want convenience, whether online or in-store, combined with the option to buy 
healthy, fresh, and safe products. A battle for the future of the market is already 
underway, with incumbent offline retailers vying for relevance with the new 
entrants. Whatever comes next, China’s grocery market will continue to develop 
in dynamic and exciting ways as some of the world’s most innovative retail 
companies compete to deliver daily necessities in the world’s second-largest 
consumer market. 

Alex Sawaya is a Partner in McKinsey & Company’s Hong Kong office; Daniel Zipser 
is a Senior Partner in the Shenzhen office; Dymfke Kuijpers is a Senior Partner in 
the Singapore office; Felix Poh is a Partner in the Shanghai office; Joanna Mak is an 
Associate Partner in the Hong Kong office; Lambert Bu is a Partner in the Shenzhen 
office. 

The authors wish to thank Ronald Yim, Claire Gu, Lu Yu and Hao Lu for their 
contributions to this article.
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What can other 
countries learn from 
China’s travel recovery 
path?

Guang Chen, Will Enger, Steve Saxon, Jackey Yu

In May, we asked how much the world could learn from 
China’s postpandemic travel recovery. Now, we explore 
where lessons from the latest data from China may be 
relevant for other countries.
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While the path of the travel and tourism recovery will 
vary by market, China’s distinct experience may hold 
lessons for other markets—particularly those where, 
as in China, COVID-19 transmission rates are low and 
traveler confidence has recovered quickly.

In May 2020, we conducted a survey of Chinese 
travelers; based on these results, we predicted that the 
domestic travel market would recover quickly. A follow-
up survey in August further explored the key emerging 
travel trends, how traveler behavior and sentiment has 
evolved, and the implications for global travel industry 
players. Using the same methodology, we surveyed 
respondents from eight Chinese cities,1  all of whom had 
traveled domestically or overseas in the past year. We 
compared data collected from August 22 to August 28, 
2020, with the previous two rounds of surveys.

In this article, we update our survey findings and offer 
insights on what lessons other markets, individual global 
travel and tourism companies, and the industry as a 
whole might take from China’s recovery.

What are we seeing in China?
Demand for domestic travel is approaching 
prepandemic levels. Hotel-occupancy rates and 
numbers of domestic flight passengers bounced back 
to around 90 percent of 2019 levels by the end of 
August, and railway travel also shows a strong recovery 
(Exhibit 1).

People of all ages are willing to travel again. 
The proportion of China Travel Sentiment Survey 
respondents that had travel plans in the four months 
following the survey rose from 15 percent in May to 70 
percent in August. About half of these respondents 
expected to take their next leisure trip around the 
National Day holiday at the start of October (Exhibit 2).

1 We surveyed approximated 2,000 respondents from Beijing, Chengdu, 
Guangzhou, Shanghai, Shenzhen, Xi'an, Xiamen, and Wuhan.
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Exhibit 1

The domestic tourism market in China is recovering rapidly, 
while international tourism is still domant
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Exhibit 2

Most Chinese tourists are willing to travel starting around 
National Day

and market sentiment turned positive
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Looking at age demographics, 75 percent of the young (those aged 25 to 
34 years), 77 percent of the elderly (aged 55 to 64 years), and 78 percent of 
retirees expressed a particularly strong willingness to travel.

All types of domestic travel have bounced back. Since May, all types of 
domestic travel—including local leisure trips, domestic short haul and long 
haul, and domestic business travel—have experienced a significant resurgence 
(Exhibit 3). The proportion of respondents who had taken local urban leisure 
trips in the preceding two weeks increased from 54 percent in May to 73 
percent in August, for example. The percentage of respondents who took 
domestic short-distance trips also increased from 19 percent to 31 percent over 
the same period, and those who had taken a domestic business trip increased 
from 2 percent to 25 percent.

Exhibit 3

Domestic travel sees significant increase, while outbound 
travel is still paused
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The preferred format of leisure trips has seen little shift. As in May, most 
survey respondents would likely choose a self-guided tour or road trip for 
their next leisure trip (Exhibit 4). However, the proportion of respondents 
who would consider group tours or a cruise for their next trip has increased 
modestly: 32 percent of August respondents would “definitely” or “likely” 
choose a small group tour for their next leisure trip, for example, compared 
with 29 percent in May.

Confidence in domestic-travel safety continues to rise—but has not yet 
reached precrisis levels. Consumers were asked to rank their confidence 
in a number of different forms of travel on a scale of one to five, where one 
represented “not safe at all” and five represented “completely safe.” Safety 
perceptions have increased significantly since May for domestic leisure trips, 
and—should this trend continue—would rapidly approach completely safe 
levels (Exhibit 5). Outbound trips, by contrast, are still considered unsafe.

Exhibit 4

Self-guided or self-driving tours are still the most popular 
types
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Exhibit 5

Confidence in domestic travel is nearing 'completely safe,' 
while that in outbound travel remains at 'unsafe'

Restrictive measures are being lifted, though some rules remain. The 
number of local cases of COVID-19 has hovered around zero in most parts of 
China, leading these low-risk areas to lift many restrictions, such as physical-
distancing measures and mandatory nucleic acid testing, for traveling in and 
out of certain areas. Within dynamically defined safe zones, traveling and daily 
activities are almost back to normal, though some precautions—such as health 
QR-code monitoring, travel tracking, and mandatory mask wearing on public 
transport—do remain in place. In addition, institutions such as schools continue 
to implement their own travel restrictions.
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Some types of travel, especially high-end travel, are booming. Borders 
remain closed for outbound travel, which means that domestic high-end leisure 
trips are booming. Occupancy rates at luxury and high-end hotels were back at 
85 percent of 2019 figures by the end of August,2 representing a significantly 
faster recovery rate than that seen by midrange and economy hotels. In 
September, the average price for five-star hotels on leading online-travel-
agency (OTA) platforms was up 10 to 15 percent year over year for trips over the 
National Day holiday in October. Furthermore, leisure travel to destinations in 
Western China and Hainan Province—which boast beautiful scenery, outdoor 
activities, and beach resorts—have seen significant growth.

Price cuts were initially used to stimulate demand. Many travel and tourism 
businesses offered discounts in the immediate aftermath of the crisis in order 
to compete for business and stimulate demand. Some airlines, such as China 
Eastern, offered unlimited-flight passes, and airfares fell by a national average 
of 40 percent from January to June.

International travel remains off the table. With strict restrictions on the 
number of weekly international flights and mandatory centralized quarantine 
for arrivals, international travel is still mostly limited to essential trips. Latent 
demand for trips abroad appears to be significant, however, with the proportion 
of respondents who expect to go overseas for their next leisure trip rising from 
25 percent in May to 31 percent in August (Exhibit 6).

Exhibit 6

The attractiveness of domestic attractions sees a slight dip, 
while that of overseas countries increases.

2 Analysis of data from STR, updated August 2020.
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The recovery of international travel is likely to be gradual. Keeping COVID-
19 contraction rates close to zero is a high priority of the Chinese government; 
rising rates of local contraction in any region would lead to a risk-level 
reassessment in a manner that would significantly disrupt daily life.

As a result, China has not yet established any international travel bubbles. 
Mainland China has, however, begun the process of opening its border to 
the special administrative region of Macau, which is currently classified as 
low risk. The border between Macau and Guangdong Province opened in 
August, and tourists from other low-risk regions on the mainland were able to 
apply for travel permits starting in September. These travelers will be spared 
mandatory quarantine, though they will still need a nucleic-acid-test certificate 
and a health QR code. This gradual process could serve as a model for further 
easing cross-border travel restrictions in the near future. Preconditions for 
additional border openings are likely to include mutual formal recognition of 
low-risk status, transparency around heath data and COVID-19 monitoring, and 
consensus around protocols to manage the risk of further epidemics.
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What implications does the China’s experience have 
for the rest of the world?
In order to understand which trends and strategies may apply to other 
countries, and which may not, it is useful to first distinguish between two 
broad categories of recovery strategy. Some countries and regions appear to 
be pursuing a “zero case first” strategy, while others appear to be taking an 
approach that we refer to as “balance and manage.”

The zero-case-first strategy is associated with markets where COVID-19 
contraction rates are low and—as a result—traveler confidence level is relatively 
high. Various types of travel activities (for example, hotel stays and air travel for 
leisure and business trips) could therefore show a strong domestic recovery.

The focus of the travel and tourism industry in zero-case-first markets may be 
to accelerate demand recovery and explore more active revenue-management 
strategies. International travel will likely recover more slowly and be contingent 
on travel bubbles or corridors forming. China’s recovery experience, with its 
focus on accelerating the return to normalcy for domestic tourism activities, will 
be of direct relevance for these markets.

The balance-and-manage strategy is associated with markets where the 
contraction rate of COVID-19—and the resulting level of anxiety around 
travel—tend to be higher. For example, contraction rates in the United States 
remained high in May, when 49 percent of survey respondents said they were 
“extremely anxious” about flying. Travel in balance-and-manage markets tends 
to be limited to essential trips, which means the rate of recovery is low, and key 
metrics (such as hotel occupancy and flight bookings) still show a large year-
over-year performance gap.

The primary focus of balance-and-manage markets could be to rebuild 
confidence through the implementation of health and safety measures. 
Opening international travel to other countries with similar strategies and risk 
levels and allowing economic activity to resume may be possible earlier than 
for markets adopting the zero-case-first strategy. Lessons from China may be 
less directly relevant in these balance-and-manage markets, though looking at 
Chinese consumer-behavior patterns may be valuable in predicting the general 
shape of the recovery once travel confidence is restored.
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Lessons for companies operating in a zero-case-first 
market
Companies operating in markets with very low transmission rates may focus on 
rebuilding domestic demand, finding new channels, or exploring opportunities 
for travel bubbles.

Rebuild demand, then enhance value
Rebuilding demand and propelling volume (such as through discounts and 
presales) are key during the early stages of recovery. As demand grows and 
confidence increases, indicators such as hotel occupancy and the number of 
domestic air travel passengers might approach prepandemic levels. Companies 
could explore opportunities to bundle products (thereby offering upsell and 
cross-sell opportunities), as well as to diversify their revenue stream, and 
enhance premium product and pricing. 

Hotels in Shanghai launched an “afternoon tea in the cloud” experience to 
attract affluent young people. Other destinations and hotels could capitalize on 
booming demand for outdoor leisure experiences by offering scenic riverside 
cycling or new watersport activities. Travel companies could also innovate 
by augmenting their online touchpoints and experiences. This is already 
starting to happen: some museums have launched video tours with staff and 
contemporary artists, and cruise lines have launched live-streaming channels 
to highlight cultural experiences.

As demand grows, there are opportunities to refine optimal pricing 
mechanisms. This is not something that all countries are getting right; for 
example, many hotels in Germany may have missed a pricing or revenue-
management opportunity when demand for summer travel reemerged.

Focus on domestic
Countries are still in different stages of local lockdowns, and domestic travel  
may not yet be possible in every market. But, where appropriate, domestic 
demand can be augmented through a focus on emerging domestic 
destinations—particularly those that offer outdoor leisure opportunities. This 
may be best done through cooperation with local government, or with other 
tourism ecosystem players such as OTAs, attractions, hotels, and airlines. 
For countries where—as in China—the outflow of high-end tourism-related 
spending is significant, it will again be important to focus on providing new or 
improved high-end domestic offerings. 
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The time for digital is (really) now
The pandemic has accelerated the adoption of mobile and digital tools. Building 
digital touchpoints and experiences will therefore be essential. In China, social 
media and new media are now major sources of inspiration and information for 
travel decisions (Exhibit 7). OTAs and hotel players are adopting livestreaming 
as a way to boost the sales of travel packages. Some attractions are exploring 
“cloud travel” to increase broad digital engagement and diversify revenue 
streams through the online sale of themed products. Strategic collaborations—
such as OTAs providing ticket-booking services via instant messaging and 
through social-media platforms—could also offer an opportunity for increased 
market penetration.

Exhibit 7

Major sources of information include local online travel 
agents, traditional travel agencies, and friends and family 
members.
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Reopen gradually, in line with travel bubbles where possible
In order to capture early outbound-travel demand, travel players may benefit 
from tracking the development status of potential travel bubbles. Nearby 
regions with strong economic ties, low contraction rates, the ability to control 
their borders (which tends to be easier, for example, for islands), and mature 
health-risk-management infrastructure could be high potential zones for pilot 
border-reopening projects. Travel companies will need to be flexible and nimble 
to capture early international-travel demand—and should be prepared to 
implement strict health and safety protocols that fulfill the stipulations of both 
domestic and destination security policies.

In the short term, zero-case-first markets like China should focus on 
accelerating and capturing emerging growth opportunities and enhancing 
their high-end offerings, while balance-and-manage markets should continue 
to focus on building traveler confidence. Thinking ahead, however, travel 
companies in both markets will need to be adaptive and agile in order to seize 
postcrisis opportunities and position themselves to thrive within the tourism 
economy of the future.

Guang Chen and Will Enger are Partners in McKinsey & Company’s Hong Kong office, 
where Jackey Yu is an Associate Partner; Steve Saxon is a Partner in the Shenzhen 
office. 
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Amid the coronavirus pandemic, every company’s 
first priority is, of course, to protect the health and 
safety of employees, consumers, and business 
partners. Indeed, luxury companies have pivoted to 
address urgent public-health needs: factories that 
produced scarves and perfume now manufacture face 
masks and hand sanitizer, and many luxury groups 
have made monetary donations to hospitals and other 
not-for-profit organizations. At the same time, with 
millions of people relying on the luxury-goods industry 
to make a living—from factory workers and retail-store 
employees to small-town artisans and craftsmen—
industry leaders are planning ahead and wrestling with 
longer-term strategic questions to ensure the survival 
of their businesses.

In this article, we discuss the impact of the crisis on the 
luxury-goods sector. We then recommend two sets of 
priorities for industry executives: short-term actions for 
“navigating the now” and longer-term considerations 
for shaping the future.

A hard reset or a short-term blip?
While it’s too early to quantify COVID-19’s total 
financial toll on the sector, the pandemic has certainly 
shaken some of the foundational aspects of the 
luxury industry—and some of these changes could be 
permanent.

Wholesale Darwinism. Even before the pandemic 
struck, independent luxury-goods wholesalers in 
Europe (many of which are small, family-owned 
boutiques) and some of the large North American luxury 
department stores were already struggling— in part 
because of luxury brands moving to vertical integration 
over the past 20 years and, more recently, the growth 
of e-commerce. This pandemic might force some of 
them out of business. The damage could extend to 
brands that have not yet fully transitioned to a vertically 
integrated distribution model, as well as to upstart 
brands that need wholesale channels to reach new 
customers and to finance the development of their full 
collections. To survive, wholesalers are likely to adopt 
aggressive commercial and discount policies—which, at 
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least in the medium term, could hurt the luxury positioning of brands that don’t 
have a concession model. 

From global traveler to local shopper. The luxury sector appeals to a global 
consumer: 20 to 30 percent of industry revenues are generated by consumers 
making luxury purchases outside their home countries. In 2018, Chinese 
consumers took more than 150 million trips abroad; we estimate that purchases 
outside the mainland accounted for more than half of China’s luxury spending 
that year.1 Asian shoppers buy luxury goods outside their home countries not 
only to benefit from lower prices in Europe, but also because shopping has 
become an integral part of the travel experience: buying a brand in its country 
of origin comes with a sense of authenticity and excitement. With the recent 
travel restrictions, an important driver of luxury spending has come to a halt, 
and we anticipate only a gradual ramp-up in international travel, even after the 
restrictions are lifted. That said, Chinese consumers remain the biggest growth 
opportunity for the luxury sector. Brands, clearly, will need a new approach 
to attracting luxury shoppers. To reactivate Asian luxury consumers in their 
home countries, brands can focus on creating tailored local experiences, 
strengthening their digital and omnichannel offerings, and engaging more 
deeply with consumers in tier-two and -three cities. The latter will be 
challenging, given the limitations in both retail infrastructure and customer-
service capabilities in those cities.

Shows without live audiences. Fashion weeks and trade shows have 
been essential ways that brands have maintained vibrant relationships with 
consumers and trade partners. While we expect some return to normalcy on 
this front, we also believe that the luxury industry—in close collaboration with 
fashion-week organizers and trade associations—should explore alternative 
ways to deliver the same kind of magic that these events offer when there are 
restrictions on international travel and large gatherings. Industry players might 
also consider pushing for a coordinated revamping of the fashion calendar, with 
brands simplifying and streamlining their presentation calendars.

From ownership to experience, and back again. “Experiential luxury”—think 
high-end hotels, resorts, cruises, and restaurants—has been one of the most 
dynamic and fast-growing components of the luxury sector. Millennials (those 
born 1980–95) opted more for experiences and “Instagrammable moments” 
rather than luxury items. Baby boomers (born 1946–64), too, were moving 
in this direction, having already accumulated luxury products over the years. 
While we expect the positive momentum of experiential luxury to persist, it will 
slow down in the short term as consumers temporarily revert to buying goods 
over experiences.

1  Aimee Kim, Lan Luan, and Daniel Zipser, “How young Chinese consumers are reshaping global luxury,” April 
2019, McKinsey.com.
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Hyperpolarization in performance. Even before the crisis, it made little sense 
to talk about the sector in terms of averages because growth rates and profit 
margins were so widely spread out. Even within the same segment and price 
point, luxury brands’ growth varied from 40 percent to negative percentages, 
and earnings from 50 percent to single-digit percentages. We expect further 
polarization based on three fundamentals: the health of a brand’s balance 
sheet prior to the crisis, the resilience of its operating model (including its 
digital capacity, the agility of its supply chain, and its dependence on wholesale 
channels), and its response to COVID-19.

Another chance for 'rare gems'. Over the past decade, European luxury 
conglomerates, privateequity firms, and, more recently, US fashion groups and 
Middle Eastern investors eagerly snapped up attractive acquisition targets. As 
a result of the current crisis, some of these acquirers—particularly those that 
aren’t luxury companies themselves—could find that they have neither the core 
competencies nor the patience to nurture these high-potential brands, and 
thus might be willing to put them back on the market. Acquisitions that were 
once forbiddingly expensive could become viable in the post-crisis period. 
Such developments could result in further industry consolidation or even the 
formation of new luxury conglomerates.

Time and again, the luxury industry has proved capable of reinvention. We are 
confident about the sector’s long-term potential. But some brands will emerge 
from the crisis stronger, while others will struggle to preserve the integrity of 
their business. Much will depend on their ability to respond to the short-term 
urgencies related to COVID-19 while simultaneously planning and executing for 
the future.

More than 40 percent of global 
luxury goods production happens 
in Italy—and all the Italian facto-
ries, including small, family-based 
façonniers, have temporarily shut 
down.
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‘Navigating the now’: Immediate priorities
Many luxury executives have demonstrated caring leadership during this crisis. 
They are prioritizing the safety of employees and customers and proactively 
communicating with all stakeholders about their new health and safety 
protocols, crisis-response activities, and the steps they’re taking to keep 
operations running. At the same time, they must take quick action to ensure 
that their businesses weather the crisis. Here are short-term actions that 
company leaders should consider taking.

Review 2020 inventory and rethink 2021 collections. Sales for this year’s 
spring season are as much as 70 percent lower than last year—not surprising, 
considering that consumers had little opportunity to explore the spring and 
summer collections in stores. Decide how to phase in the 2020 fall and winter 
collections and develop a plan for dealing with unprecedented levels of unsold 
2020 inventory—without resorting to steep discounts, which jeopardize brand 
equity. Stay informed about wholesalers’ and e-retailers’ plans to clear extra 
inventory. In some cases, inventory swaps might be preferable to aggressive 
promotions and discounting. One way to use extra inventory could be to 
reward loyal customers with gifts or other types of giveaways to surprise and 
delight them, while also whetting their appetite to shop across collections or 
categories.

Enhance digital engagement. As stores remain closed in many parts of the 
world, e-commerce is a crucial channel for keeping sales up, communicating 
with customers, and forging a sense of community around a brand. Accelerate 
your digital investments and shift media spending to online channels, with a 
focus on customer activation rather than brand building. Aside from enhancing 
your own websites, also consider partnerships with reputable e-retailers. 
Digital marketing could help not only boost online sales but also entice 
consumers to visit stores once they reopen.

Manage for cash. Set up a cash-control team, with representation from the 
procurement and sales teams, to examine spending and identify responsible 
reductions in cash outflow. Review lease contracts and all operating expenses, 
including marketing spending and events. At the same time, prepare to 
selectively support wholesalers and department stores by extending accounts-
receivable terms and arranging inventory swaps. Work closely with government 
authorities on a country-by-country basis to find ways to alleviate cash strains 
with public measures.

Take a ‘cleansheet’ view of demand planning. Review your 2020 budget and 
inventory plans, assessing COVID-19’s impact on each region and business 
unit. Adjust revenue and profit forecasts and create incentives for business-
unit heads to set new targets. Resist the temptation to push sales at the 
expense of margins, as a sales-focused approach will likely yield inaccurate 
demand projections and, consequently, large amounts of unsold inventory. 
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Assess the strength of your supply chain. More than 40 percent of global 
luxury-goods production happens in Italy—and all the Italian factories, 
including small, family-based façonniers (a French term that loosely translates 
to “contract manufacturers”), have temporarily shut down. Luxury companies 
should assess, category by category and product by product, where the impact 
is likely to be felt most acutely. Potential short-term actions include moving 
inventory across regions and channels, privileging geographic markets that 
are less affected, and making sure to fulfill online orders. In the medium term, 
luxury companies should help production partners recover by making prompt 
payments and restoring production as quickly as possible. If Italy’s façonniers 
do not survive, a signature element of the luxury ecosystem—the craftsmanship 
that is the result of excellence and skill passed down through generations, and 
the source of the “Made in Italy” aura—could be lost forever.

Adjust merchandising plans. As consumers’ social routines adapt to 
lockdowns and physical distancing restrictions, we are starting to see changes 
in buying behavior. For example, some luxury players report that, in terms of 
price points, high-end and low-end luxury items are proving more resilient than 
those in the middle of the range, perhaps due to a combination of “revenge 
spending” (a phrase that refers to pent-up demand for luxury items during or 
after crises) and a desire to maximize value for money by purchasing functional 
items. They are also seeing handbags and small leather goods selling better 
than ready-to-wear apparel during the crisis. Children’s wear seems to be doing 
particularly well. Millennials haven’t reduced their spending as much as other 
adult segments have. These are the observations of a few luxury players, but 
clearly there is no one-size-fits-all merchandising plan. Brands should carefully 
analyze sales data and embed consumer insights into their merchandising 
plans.

Shape the next normal: Longer term considerations
Stabilizing the business during the crisis is crucial—but management must 
not lose sight of the longer term. Here are strategic actions to consider taking 
during the recovery. 

Put digital at the center of your operating model. For many companies, 
this crisis has been a catalyst for developing and executing an online and 
omnichannel strategy. In China, e-commerce has attracted new customer 
segments and markets (exhibit); we can expect a similar pattern to play out 
in other geographies. Start by allocating a greater share of investment to the 
online channel. Explore new ways of partnering with established e-retailers. 
Step up your personalization efforts in digital marketing. Luxury consumers are 
accustomed to a high standard of service in stores; the emphasis, then, should 
be on creating a personalized digital experience of the same quality. 
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Build competencies related to resilience and transformation. For the 
past 30 years, the luxury sector has created value, thanks to its creativity 
and innovation. In addition to supporting core competencies such as design, 
marketing, and merchandising, luxury businesses now need to build the 
managerial talent to support the CEO in resilience and transformation. One 
possibility is to create a new C-suite position, the chief transformation officer, to 
emphasize the importance of these competencies.2

Boldly reshape the ecosystem, including through M&A. Crises can create 
new avenues for growth. Companies should ask themselves questions such 
as: “Are there companies we could potentially partner with, both to keep 
them in business and to allow us to expand into adjacent markets or product 
categories? Are there moves along the value chain (such as vertical integration) 
that have become more attractive? What partnerships or acquisitions—perhaps 
in the technology arena—could we pursue now that were less viable before? 
What brands could we acquire to complement our portfolio or to initiate 
our journey toward becoming a larger luxury group?” As companies seek to 
form partnerships or make acquisitions, it will be important to consider not 
just economic rationales but social rationales as well: For example, could an 
M&A deal help a supplier in distress, save jobs in a struggling community, or 
strengthen the luxury sector for the longer term?

Exhibit 

In China, e-commerce user profiles shifted during the 
coronavirus outbreak.

E-commerce user pro�les before and during COVID-19 crisis in China, %

1Data from Jan 14, 2020, to Jan 31, 2020.
2Data from Feb 3, 2020, to Feb 16, 2020.
Source: QuestMobile

In China, e-commerce user pro�les shifted during the coronavirus outbreak.

Before crisis1 During crisis2 Before crisis During crisis Before crisis

<¥200
≥Tier 5≥46

41–45

36–40

31–35

25–30

19–24

≤18 Tier 1

Tier 2

Tier 3

Tier 4

New
tier 1

¥200–
¥1,000

>¥1,000

During crisis

30

48

11

11

24

9

8

19

18

20

18

8

12

25

17

25

15

6

15

29

10

14

14

16

11

11

21

13

33

52

22
15

Pro�le by age Pro�le by city type Pro�le by online consumption
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Anticipate shifts in consumer sentiment and behavior. Consumers are the 
ultimate shareholders of the luxury sector. We expect that, once conditions 
allow, consumers will want to resume their normal lives. However, the next 
normal might look quite different; luxury companies must try to anticipate 
and respond to whatever that next normal will be. For example, in our recent 
conversations with CEOs, one trend that is likely to intensify postcrisis is the 
trend toward sustainability and the desire for more responsible consumption—
reinforcing the need for companies to provide clear, detailed information 
about their processes and products. Experience also suggests that, after a 
large-scale crisis with a heavy emotional toll, consumer preferences could 
shift, at least for a time, toward “silent luxury”—paying more attention to classic 
elements, such as craftsmanship and heritage, and less to conspicuousness 
and “bling.”

Digitize the end-to-end supply chain. Technology—from remote-working 
platforms to virtual showrooms—can help luxury companies maintain 
productivity during the crisis and, perhaps, even improve productivity for good. 
In addition, the commercial elements (such as virtual showrooms and digital 
prototyping and sampling) will be valuable in maintaining strong relationships 
with buyers, even during times when travel restrictions are in place. Digitizing 
the supply chain from end to end will, of course, require investment in 
innovative, leading-edge technologies.

While the COVID-19 pandemic has made for a challenging 2020, we are 
confident that, with careful planning and deft execution, the luxury-goods 
sector can successfully weather the crisis and emerge even stronger. The 
actions we’ve outlined here can help you and the other leaders in your 
organization navigate the challenges of today while building and strengthening 
your business for the longer term.

Antonio Achille is a Senior Partner in McKinsey & Company's Milan office; Daniel 
Zipser is a Senior Partner in the Shenzhen office. 

The authors wish to thank Anita Balchandani, Achim Berg, Raphael Buck, Aimee Kim, 
Emanuele Pedrotti, and Althea Peng for their contributions to this article.

Copyright © 2020 McKinsey & Company. All rights reserved.
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Leading through a crisis: 
How McDonald’s China CEO 
Phyllis Cheung re-ignited 
growth during COVID-19

Daniel Zipser, Felix Poh

Accelerating store openings in lower-tier cities, 
expanding off-premise opportunities, and launching new 
menu items are a few of the ways McDonald's is driving 
growth in China.
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Introduction
When COVID-19 struck in China earlier this year, most 
locked-down consumers had little choice but to order 
meals for home delivery. Many consumers also craved 
comfort food during a time of anxiety. And they wanted 
value for money as they feared for their financial future. 

For McDonald’s China, after temporarily closing all of 
its restaurants in Hubei province, the epicenter of the 
virus outbreak, as well as in other locations around the 
country, the pressure to resume operations was intense. 
CEO Phyllis Cheung responded by cancelling her 
vacation to form a crisis response team which focused 
on keeping their more than 3,000 stores open. She also 
led a charity initiative to serve meals to emergency first 
responders in Wuhan, with the initiative subsequently 
covering all major cities in China. 

Cheung recently spoke with Daniel Zipser, a Senior 
Partner in McKinsey’s Shenzhen office, and Felix Poh, 
a Partner in the Shanghai office, about what she and 
her team did to lead McDonald’s through the crisis and 
reignite growth.

In their conversation, she explains how McDonald’s 
China is driving growth by accelerating store openings 
in lower-tier Chinese cities, expanding off-premise 
opportunities such as drive-thrus, rethinking store 
formats, and launching new menu items.
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Education: 

Holds an executive MBA degree 
from the Chinese University of Hong 
Kong. She is a Fellow of the fifth class 
of the China Fellowship Program 
and a member of the Aspen Global 
Leadership Network.

Curriculum Vitae:

Leads McDonald’s China as chief 
executive officer, where she oversees 
the company’s 3,500 restaurants and 
market expansion strategies. 

Selected among the top 100 business 
women in China for three consecutive 
years (2017-2019) by Forbes 
Magazine. 

Won advertiser of the year and best 
employer awards during her time as 
managing director of McDonald’s 
Singapore and regional manager of 
McDonald’s Malaysia between 2012 
and 2014. 

Served as McDonald’s China chief 
marketing officer where she led the 
2008 Olympics campaign and grew 
market share to take top position in 
tier one cities.

Worked with major fast-moving 
consumer goods companies in Asia 
as a strategic planner at Leo Burnett, 
and held positions at other major 
advertising firms, including Saatchi & 
Saatchi and J. Walter Thompson.

Phyllis Cheung

McKinsey: How did the early part of the COVID-19 outbreak affect you and 
McDonald’s China?

Phyllis Cheung: Initially, crisis response was about establishing safe operations 
so we could protect our employees and serve consumers. We also asked for 
volunteers for a charity kitchen program serving first responders in Wuhan, 
and within 24 hours 300 volunteers turned up. The story of how that team 
established operations, including obtaining personal protective equipment 
(PPE) and the precautions they took to disinfect everything, was inspirational 
in driving a sense of purpose among all restaurant general managers. 
Subsequently, we had every city’s restaurant general managers initiating free 
meal support for first responders. In looking back, all of our employees are 
proud of what we have done in serving the community. 
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McKinsey: How did the crisis affect your working procedures and business 
operations?

Phyllis Cheung: Footfall dropped dramatically across our stores, many of which 
are located in transport hubs. Breakfast sales also suffered because people 
were working from home, and stopped dropping by for a McDonald’s breakfast 
on their way to work. We responded by launching a campaign to reassure 
consumers we were safe, focusing on brand trust, and our passion for serving 
the community through contactless service on delivery, contactless mobile 
ordering, and pick-ups. We also messaged relatives of people working in our 
crews about the protective measures we were taking, so they felt it was safe for 
their husband, wife, or children to come back to work. Later, we realized the true 
power of our billion-dollar brands–that McDonald's has the taste consumers 
trust, and people were sitting at home craving a Big Mac or McSpicy burger. I 
can’t begin to tell you how many WeChat or Weibo messages I saw on this! Our 
first advertising campaign post-crisis led with the Big Mac, literally with the 
message ‘I’m here’, letting people know that our iconic burger will always be 
there for them.

McKinsey: Have you seen any opportunities emerge out of this crisis, perhaps 
in terms of new occasions or interesting consumer behavior?

Phyllis Cheung: Young people were feeling financial pressure as a result of 
the crisis–about half our customers said they needed to save more money, 
which helped us focus our response on value and non-discretionary purchases 
of things like breakfasts and working lunches. In April, people were still 
uncomfortable with crowds and being inside stores, so we promoted off-
premise. Consumers could pick-up food inside or outside restaurants, and we 
emphasized our service speed so people knew they wouldn’t have to spend 
long inside. The McDonald’s global standard speed of service is 210 seconds 
from the moment you order till you receive your food. In China, our average 
service time is 150 seconds, among the industry’s fastest. Then we activated 
our membership program and the direct engagement enabled us to bring 
consumers back quickly. 

The opportunity now is around expanding and opening restaurants to serve 
China’s 700 million households. We will continue to accelerate growth in lower-
tier cities. The second opportunity is in off-premise convenience. We are 
focusing on delivery, drive-thru, and mobile order pick-ups. The opportunity as 
a group, across the portfolio, is in providing even more convenience not just on 
location, but through the way that we serve; by re-imagining convenience and 
safety. 
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Our food offering is another area of opportunity. Consumers rely on us for 
their main meal occasions, but are seeking more exciting choices, and we are 
also expanding into new categories–we launched our fried chicken in April, 
for example. Digital adoption is the final area of potential new growth. Before 
the crisis, our digital adoption was around 60 percent, but now it is more like 
80 percent, including self-ordering kiosks. That growth is driven by mobile 
ordering and pick-ups. It’s like we have made two years of progress in a few 
months. 

McKinsey: You mentioned potential new store formats, what exactly are you 
thinking of? 

Phyllis Cheung: Off-premise is now about 70 percent of our business. It is hard 
to predict if that is going to be sustained, but it is a trend that will continue even 
as on-premise returns. We must continue growing on-premise while seeking 
greater growth in off-premise. In China, we already have many drive-thrus, 
but we have the opportunity to expand as drive-thru is our key competitive 
advantage globally.  

Now, delivery is the mega trend and is already about 30 percent of total sales. 
We operate our own rider teams and cooperate with third-party platforms. We 
also have our own platform, which is going to be big. The rise of mobile pick-ups 
propels us to rethink restaurant design. How much do we reserve for seating 
versus bigger catering and kitchen capacity that would allow us to produce 
food faster? In tier one cities like Beijing, restaurant formats can be smaller 
because people are looking for fast service; white-collar workers in the central 
business district have more incidence of ‘grab and go’. If you're in a lower-tier 
city, family occasions remain prominent, so we're still committed to a full-blown 
dine-in restaurant experience. 

McKinsey: Are you adapting to shifts in consumer tastes by offering more 
wholesome menu choices? Will those choices also be tailored locally?

Phyllis Cheung: We’re building more awareness about the changes we’ve 
already made, for example reducing salt content and changing our cooking oil 
to canola blend so there are less saturated fats, which is better for your heart. 
We are the only QSR in China to use canola blend oil nationwide. We’ve also 
added more vegetable choices–you can swap fries for salad or corn. Our Happy 
Meal complies with China Nutritional Society guidance. Kids get baby fries, a 
pack of apple slices or salad and a drink, which will be milk or low-sugar juice. 
Our nutritional transparency enables us to make a sub-500 calorie meal. We 
have done a lot. 

Consumers should start to notice, and we will communicate more proactively as 
well. Moving forward, we'll do more to open up a new food platform.
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McKinsey: Is there any tension between consumers’ desire for billion-dollar 
McDonald’s brands versus innovation and menu tailoring? 

Phyllis Cheung: Our priority is to adjust to consumer needs with permanent 
products that will give us repeated visits. For example, the new Angus Burger 
and McCrispy Chicken that we launched in April address major new markets, 
just like the McCafé does for coffee drinkers. Having said that, consumers 
in China are young and dynamic, so we give them lots of excitement through 
our desserts and beverages. We have frequent ice-cream and beverage ‘new 
news’ such as the current durian ice cream and sugarcane bubble McFlurry 
promotions, which are visually exciting and provide opportunity to tell an 
interesting story. These are easy innovations that enable us to keep up the 
excitement while focusing on building the recurring base of billion-dollar 
brands. We also have intellectual property-inspired food events, for example 
with Disney, Over the Moon–an animation produced by Oriental DreamWorks 
which is coming out on Netflix in October–and of course Minions, which we can 
leverage to offer innovations around ’eater-tainment’.

McKinsey: Did you run into any supply chain challenges at the height of 
the outbreak, and are you expecting any changes in the supply chain going 
forward?

Phyllis Cheung: Contingency planning and years of partnerships working with 
suppliers ensured we had no break in supply. Our very strong local sourcing 
network for chicken and fresh produce gave us agility and flexibility to adapt 
to the changing market situation. We were also able to maintain imports of 
beef and Alaskan fish. We did have some infrastructure challenges because 
of service disruptions and high stock levels around Chinese New Year, but our 
resilient supply chain system resolved all the challenges.
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After the pandemic, the key is whether we can de-risk potential breaks in 
supply. Localization, getting more suppliers to be self-sufficient, and finding 
alternative or secondary suppliers on a global level is the direction.

McKinsey: Western QSR has been a unique food service segment in China over 
the last 20-25 years. Going forward, where do you see the competition coming 
from? Do you see Chinese QSRs continuing to scale up? 

Phyllis Cheung: Local players with a national footprint are definitely scaling up. 
Whether in beverages or local cuisines, they are learning and scaling fast, and 
posing competition. We mustn’t forget about convenience stores as well, which 
pose a unique challenge and are increasingly offering meal options for take-
away breakfast and lunch. But Western food still accounts for a small portion of 
the China market and has massive room to grow. 

We’re going through a crisis with a near term goal of recovering to our pre-crisis 
level, but in the long run, consumers here want to improve their living standard 
and will continue to try new things. Consumption upgrading will persist, and we 
will adapt our menu choices and store formats accordingly. 

McKinsey: What role did McDonald’s China play for the rest of McDonald's 
globally? 

Phyllis Cheung: We did a lot of sharing of the pain points and how we solved 
them, and we also learned a lot from other countries’ best practices as well. The 
good thing is that we helped build increased friendship and trust between the 
China team and the global team.

McKinsey: Have there been any lasting changes or impact on McDonald’s 
China's working model? 

Phyllis Cheung: The restaurant safety measures we put in place will probably 
be permanent. We still take crew members’ daily temperatures. If you buy 
McDonald's takeaway, the paper bag still carries a record of who prepared it 
and their body temperature. At the office level, we are cutting back on travel. 
We found less travel is more efficient. 

Digitization is helping us reprioritize what needs to be face-to-face and 
what can be done remotely. Digital is also helping us rethink operations and 
productivity, including how we supervise stores and track orders–we have 
centralized data monitoring that can do this efficiently and help complement 
market visits.
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McKinsey: On a more personal note, were there any leadership lessons or other 
things that you learned as you managed your team through this outbreak?

Phyllis Cheung: Amid all the uncertainty, clarity of purpose is important to 
inspire and to guide the whole company. Company values and culture seem to 
be invisible but are extremely important at times like these. If everyone shares 
the same values of being passionate in helping others and having pride in 
serving the community, we will be better people and build a better brand as 
well. From a business standpoint, it is a good time to reset and to reimagine. I’m 
excited and energized by the opportunity of accelerating our transformation. 

Daniel Zipser is a Senior Partner in McKinsey & Company’s Shenzhen office; 
Felix Poh is a Partner in the Shanghai office.

Copyright © 2020 McKinsey & Company. All rights reserved.
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Rewriting China’s consumer 
playbook: An interview with 
Curt Ferguson, President, 
Greater China and Korea, 
The Coca-Cola Company

Daniel Zipser, Felix Poh

When COVID-19 struck, there was a playbook in place, 
and an emergency response team on hand, to help 
navigate the crisis. 
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Introduction
Curt Ferguson has had an eventful career at Coca-
Cola. Having served in executive positions during the 
Ebola epidemic in West Africa, and now COVID-19 in 
China, Ferguson has deep experience leading through 
crisis. Being on the ground for those events instilled the 
40-year company veteran with a healthy respect for 
precautionary planning, ensuring that when COVID-19 
struck earlier this year, there was a playbook in place, 
and an emergency response team on hand, to help 
navigate the crisis. 

Under his watch as President of Coca-Cola Greater 
China and Korea, Ferguson helped ensure that all 
but a handful of the 47,000 associates employed in a 
network of 50 bottling plants remained virus-free. He 
also managed to keep the vast majority of Coca-Cola 
China’s operations up and running, leaving the company 
well-placed to capitalize on surging demand over the 
Chinese New Year period. Coca-Cola’s ongoing pivot 
towards health and wellness in China is also proving 
prescient amid accelerating shifts in consumer tastes 
as the country emerges from the COVID-19 crisis. 

COVID-19 has fundamentally altered the landscape 
for consumer packaged goods (CPG) companies in 
China, posing difficult questions for executives as 
consumers move away from physical outlets in favor 
of more online ordering. To explain how Coca-Cola in 
China is responding to these challenges, and what the 
future looks like for consumer packaged goods (CPG) 
companies here now that Chinese consumers have 
rediscovered at-home occasions, Ferguson spoke with 
Daniel Zipser, a Senior Partner in McKinsey’s Shenzhen 
office, and Felix Poh, a Partner in the Shanghai office:
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Education: 

Holds a Bachelor of Science 
degree with majors in Finance and 
Management from The Indiana 
University Kelley School of Business. 

Graduated from the Executive 
Development Program at Stanford 
University and the Executive 
Management Programs conducted 
by the Wharton School and Emory 
University. 

Elected to the Academy of Alumni 
Fellows at Indiana University; serves 
on the Board of The Indiana University 
Foundation and the Dean’s Advisory 
Council at the Kelley School of 
Business. 

Curriculum Vitae:

Leads Coca-Cola’s operations in 
Greater China, South Korea, and 
Mongolia, responsible for a $12 billion 
retail business, serving more than 1.7 
billion people while directly employing 
50,000 system associates, and 

supporting 500,000 additional jobs.

Appointed President of the Coca-Cola 
Greater China and Korea Business 
Unit in 2016. 

Presided over the company’s Middle 
East and North Africa Business Unit, 
comprising 34 countries including 
Pakistan and Afghanistan from 2011.

Served as Senior Regional Director 
for Coca-Cola’s Western Africa 
region from 2003, before being 
appointed President of the North and 
West Africa Division based in Cairo, 
responsible for 27 countries, in 2005. 

Transferred to Asia in 1988, holding 
a variety of management and bottler 
positions in Coca-Cola subsidiaries 
in Thailand, Indonesia, Singapore, 
Malaysia, Cambodia, Nepal, Sri Lanka 
and Vietnam. 

Joined Coca-Cola in Atlanta, Georgia 
in 1983.

Curt Ferguson

McKinsey: What are the key changes we are seeing in terms of consumer 
behavior, channel landscape, and company responses as a result of COVID-19?

Curt Ferguson: Safety was our primary concern during the initial response. 
Building on our experience in West Africa with Ebola, we ensured there was 
enough personal protective equipment (PPE) and virus education information 
not just for all the workers in our franchise bottler plants, but their families 
as well. At the peak of the crisis, WeChat was an invaluable tool to help 
communicate safety messaging across the company, and organize different 
worker groups in our two factories in Wuhan. We also segregated shifts to make 
sure we contained any potential virus transmission in the workplace. 
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On the consumer side, everything shifted to online. The out-of-home, on-the-
go channel completely shut down, and we cut down our stock-keeping units 
(SKUs) to focus on a core of three or four. That's all consumers wanted–stuff 
they knew they could trust: Coke and instant noodles. Later, we looked at 
offering different multi-packs: mini can multi-packs, which let parents give their 
kids a treat when they need help around the house. Now, as things go back to 
normal, people are looking more at health and wellness, which is great for our 
tea brands, as well as Coca-Cola Fiber and Zero products.

McKinsey: What do you think the ‘next normal’ will be for CPG players in China, 
and has there been any longer-term shift in strategic thinking for Coca-Cola?

Curt Ferguson: The acceleration of the online channel has been breath-taking 
and is here to stay. Except for market visits, I've only been into a supermarket 
three times since March; I even ordered a dozen eggs on my phone and they 
arrived in 30 minutes! The hard part is figuring out who pays, the seller or the 
delivery partner? Meanwhile, the consumer has rediscovered the home and 
that is also driving change. Cloud kitchens are learning to piggyback on China’s 
phenomenal delivery system. Some are doing 10 different concepts with full 
menu choices, and delivering to customers who think there are real restaurants 
involved. I expect to see more of that kind of thing.

All our customers are rethinking what they should do in terms of physical retail. 
Obviously, in some areas you have to have presence, but to what extent will 
this be true in the future? Take [Coca-Cola subsidiary] Costa Coffee: it’s a 
retail outlet, but is it there just to prepare coffee, or to offer an experience, or 
to act as a delivery hub? That's being redefined. Traditional CPG companies 
like us are defined by the occasion and the channel, by our consumers and 
our brands. COVID-19 has thrown these all together–the consumer doesn't 
have to physically experience them except when the product hits their door. 
That means you have to really define your marketing mix, and what you are 
going to do with all the money invested in the different channels. COVID-19 has 
‘unwritten’ a lot of rules. We just need to figure out what the new rules are.

McKinsey: Have you found a way to prompt consumers to impulse buy online in 
the same way they do in-store?

Curt Ferguson: Frankly, the way forward is not 100 percent clear. Some of the 
out-of-home, on-the-go business is bouncing back–maybe to 80 percent of 
the pre-COVID-19 level–but some will never come back, so what fills that void? 
For online, we returned to the old McDonald's formula–back to suggestive 
selling 101 on a digital basis–such as asking “would you like fries or a Coke with 
that hamburger?” That's proved to be pretty good. Having said that, we're in 
the brand business and you want to make sure you're not just a commodity for 
somebody else to deliver. 
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McKinsey: What do you think are the key challenges for CPG players and 
retailers in China in the next 12-18 months?

Curt Ferguson: Coca-Cola’s most immediate challenge in China is how to get 
new equipment for our chilled-milk product joint venture with China Mengniu 
Dairy installed amid all the restrictions! More broadly, if I’m a bottler, or a 
traditional CPG company in general, I’m set up to deliver to millions of outlets, 
but a smartphone can now be an outlet as well. How to get my products to that 
smartphone, and be top of mind when I do, is a question that’s going to keep 
me awake at night. There are different models to consider, such as setting up 
subscriptions so that consumers can receive products on a regular basis and 
working with other parts of the ecosystem while weaving a tighter web around 
the consumer, but I don't think anybody's cracked that yet. 

McKinsey: Have you implemented any new employee engagement initiatives or 
changed your working model as a result of the crisis? 

Curt Ferguson: Our working model favors in-person collaboration, so we are 
figuring out how we retain our culture if we are stuck with video conferencing. 
We're looking at forming more agile teams and partnerships because we 
are not able to have everybody in the room, virtual or otherwise, when initial 
decisions are made. Getting hold of PPE on time, and protecting our 47,000-
plus employees and their families, have gone a long way toward building 
employee engagement. We made it very simple for everyone to know what was 
required by setting up a scorecard; whether it was re-opening plants, getting 
routes going, or figuring out what was driving sales of certain products, we set 
up clear goals on a step-by-step basis. Initially, Coke Zero sales were up 89 
percent, for example, so we went from ‘just-in-time’ inventory to a ‘just-in-case’ 
system that ensured we were covered in the event of a demand surge. That 
doesn't happen overnight when you have 50 factories and you're selling 75 
billion bottles of Coke products throughout China. Amid all the uncertainty, at 
least we could define things on our own terms, and that focused the employees 
and the system. Now, we have our highest market share ever. 

McKinsey: Given COVID-19 is more under control in China that elsewhere, what 
do you think Coca-Cola can do in China to set the pace and be the ‘best in class’ 
example on crisis response and recovery for Coca-Cola globally? 

Curt Ferguson: We put in a tremendous education effort for our Latin 
American and US associates on how digital was transforming the retail 
landscape in China for consumers, retailers, and wholesalers. We set up a 
system to address what was happening in China, and how it would spread. 
The bottlers–Swire and COFCO–hosted seminars with counterparts in other 
markets to walk through plant operations, including factory perimeter control 
measures, temperature checks, and segregating shifts, as well as SKU 
management. We also discussed how to protect families, transport safely, 
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and resolve supply chain problems. In fact, we used our supply chains to start 
supporting other markets. To this day, we're still supplying PPE for plants and 
customers in the US from our trusted suppliers in China. I'm proud of how we 
have continually corrected and iterated, so that the shipment process is now 
much smoother. 

McKinsey: Was it difficult to come together and drive towards a common goal? 
Or was it easy to focus the mind given the crisis at hand?

Curt Ferguson: The scorecard system kept everybody focused. At the same 
time, we were pulling stock out of our Wuhan plants and trying to get it to the 
hospitals because in a crisis situation, we always try to supply water as fast as 
we can. Elsewhere, everybody wanted to keep going; we wanted to show the 
government we could operate and had the right protocols in place–we never 
closed our concentrate plant in Shanghai, for example. We were lucky we were 
up and running because there was a tremendous demand surge as people tried 
to stock up around Chinese New Year. 

McKinsey: More personally, have you learned anything about your leadership 
style in the course of managing through this outbreak?

Curt Ferguson: Having spent considerable time in the Middle East and West 
Africa, I’ve probably been evacuated more times than any executive within 
Coca-Cola! What I learned from those experiences is how many other leaders 
came to the forefront. With COVID-19, we put some fairly junior people in 
charge because they were there, and they showed a real willingness to go the 
extra mile. We were very fortunate–there was a lot of pressure, a lot of extra 
hours. We saw five or six strong leaders emerge and they did a fabulous job. 
The other one is that in China, we were always prepared for things like natural 
disasters to happen. We have an Immediate Crisis Management Response 
team in place, which really benefited us. They say you make your own luck–we 
got extremely lucky on almost everything.

Daniel Zipser is a Senior Partner in McKinsey & Company’s Shenzhen office; 
Felix Poh is a Partner in the Shanghai office.

Copyright © 2020 McKinsey & Company. All rights reserved.
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It has never been more challenging to reach China’s 
digital consumers. 
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It’s never been more important for brands to establish 
meaningful and valuable digital interactions with 
consumers. Before the COVID-19 crisis, the appeal 
of engaging digitally with China’s consumers was 
already very high. On a daily basis, 855 million Chinese 
consumers were spending an average of six hours 
on their phones–twice as much as digital consumers 
in the US–and buying $2 trillion worth of goods and 
services annually. Now, since China’s outbreak and 
subsequent lockdown, consumers have become even 
more digital, buying additional products on their phones, 
such as grocery items, that they previously would have 
purchased in stores. 

It has also never been more challenging to reach China’s 
digital consumers. For one, it’s expensive. Before 
COVID-19, the cost of acquiring new Chinese customers 
and retaining existing ones was rising by 20 percent a 
year (for the past three years). When COVID-19 closed 
stores and cancelled public events, digital marketing 
costs went up further as virtually every brand doubled 
their efforts to reach Chinese consumers digitally, with 
some shifting their entire marketing budgets into digital. 

And there is complexity. Brands have a staggering 
array of options for reaching consumers. The country’s 
mega platforms, such as Alibaba and Tencent, already 
powerful prior to the pandemic, have grown even 
more relevant, consolidating their reach across the 
Internet and touching everything from ecommerce and 
social media to video, gaming, music, maps, news, and 
digital payments. While this may sound like a recipe for 
simplicity, the trend has gone in the opposite direction. 
Major apps have splintered into hundreds of mini-apps 
and sub-channels, the popularity of new platforms 
like Douyin (TikTok) and Bilibili has exploded, and live-
streaming has become widely adopted, all leading to 
what we call the ‘dustification’ of consumer attention, 
meaning that outlets for reaching consumers are hyper-
fragmented.

Brands also have more options for generating private 
traffic–communications with consumers that brands 
have full control over, without the cost of third-party 
platforms. Tencent’s super-app WeChat–a combination 
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of the functionality of Facebook, Instagram, Skype, and Whatsapp–has 
pioneered the use of mini-apps that allow brands to connect directly with 
consumers. This option, which other platforms are now developing, makes 
every consumer touchpoint trackable and usable, in contrast to “public” traffic 
from Tmall and JD, which retain ownership of consumer data. 

Amid these considerable challenges, leading companies have excelled 
in generating valuable, revenue-generating traffic in China. When done 
effectively, digital marketing can increase the size of a brand’s target audience 
by 20 to 40 percent, boost click-through rates by 2-5X, raise marketing return 
on investment (MROI) by 20 to 30 percent, and grow average revenue per user 
by as much as 10 percent. In this article, we highlight how brands can apply a 
systematic approach to navigate and prioritize a very complex marketplace, 
ultimately achieving their goals of cost effectively connecting with customers 
and driving considerable value. 

The basics of marketing haven’t changed–find your target consumers and give 
them the right product and the right message, at the right place and the right 
time. The difference in the digital era is that marketing technology, or ‘martech’, 
allows brands to accelerate and maximize this basic endeavor at minimal cost 
(Exhibit 1). 
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Exhibit 1

Generating quality traffic requires selecting traffic pools and 
developing traffic engines with strong enablers.
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A Performance First approach 
prioritizes the use of tools and 
capabilities offered by the public 
ecommerce platforms, and can 
entail spending 60 percent of the 
digital marketing budget on these 
platforms. This typically works best 
for established brands with a strong 
existing customer base and high 
levels of consumer awareness. A 
leading international beauty brand, 
for instance, has developed a deep 
strategic relationship with Alibaba 
and Tmall. 

An Internet Celebrity approach 
uses public social apps and China’s 
thriving “fan economy” of celebrities, 
key opinion leaders (KOLs), and key 
opinion consumers (KOCs) to drive 
brand image and awareness. It’s 
a focus most effective for newer 
brands, such as China’s upstart 
beauty brand Perfect Diary, which 
used an Internet Celebrity path to 
boost sales almost 500 percent 
CAGR between 2017 and 2019. 

1

3

2

4
A Vertical Professional approach 
also seeks to develop private traffic 
but with a focus on using social 
platforms to establish credibility with 
consumers. This approach is suited 
to brands with specialized industry 
or scientific knowledge, such as a 
leading baby formula brand that 
seeks to communicate its role as 
a trusted leader in infant feeding 
expertise.  

A Maverick approach seeks to build 
its own private pools of traffic by 
funneling consumers to its brand-
owned apps and other channels. 
This method allows brands to 
capture much of their own customer 
data and works best for established 
brands with strong marketing, data 
analytics, and IT capabilities. A 
leading sport fashion company, for 
instance, saw a significant portion 
of its 2019 ecommerce sales come 
from its own apps and websites.
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Traffic pool selection: Lean into your strengths
To successfully navigate China’s cluttered digital marketplace and generate 
quality traffic, brands have to first take stock of their strengths. This means 
considering a brand’s maturity, the characteristics of the customer base, the 
investment appetite, and how much control a brand wants over assets such 
as customer data. Leading companies then use this strategic self-diagnosis 
to select a core pool of traffic, either public or private, commerce or non-
commerce. Although the functionalities of these categories are merging, they 
are still useful distinctions. An archetype model of four different approaches 
can help brands think through this prioritization (Exhibit 2). 

Source: Expert interviews, team analysis, Press search 
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Each archetype focuses on its respective traffic and channels, 
though they continue to engage in other quadrants. 
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At the same time that successful brands drill down into their core traffic pool, 
they also need to invest along the edges in other pools in order to capture a 
broad range of opportunities and take advantage of trends. Creating impactful 
connections with Chinese consumers is an intricate balancing act that requires 
the right mix of public versus private and commerce versus non-commerce 
pools of traffic. 

A precise traffic generation engine
Powerful traffic generation engines let brands automate and optimize the 
identification of the right people (customer profiling), the right product 
messaging (content management), and the right time and frequency of that 
messaging (customer management). They also enable the combination of these 
three elements (precision marketing) and the measurement and analytics of 
real-time results. 

But doing high impact customer profiling, content management, customer 
management, and precision marketing means choosing among hundreds of 
possible initiatives, or use cases. To narrow this down, we analyzed brands that 
excel in traffic generation and determined that between 15 and 20 uses cases 
is the right number. Collectively, these will cover all the major traffic pools and 
stages of the marketing funnel, with 5 or 6 of them homing in specifically on a 
brand’s core traffic pool with the goal of developing a competitive advantage 
(Exhibit 3). 

A leading international beauty brand, for instance, taking a Performance 
First approach, wanted to identify the best marketing content for different 
consumer segments on its flagship store at Tmall. The company worked with 
an AI provider to instantly create thousands of layouts with different models, 
product photos, and colors. Each was dynamically A/B tested with customers 
to identify those with the highest purchase rate. The result was an ROI boost of 
20 percent and a 50 percent reduction in annual design costs. 

A baby formula brand, as a Vertical Professional player, organized its most 
important use cases around the development of a WeChat mini-program 
that built upon the brand’s strengths in community marketing and customer 
outreach. AI technology was embedded into the program to process data and 
further segment customers for a precision marketing approach. The conversion 
rate among existing customers rose from 8 percent at launch at the end of 2019 
to 30 percent by the second quarter of 2020.
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Source: Expert interviews, team discussion
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Exhibit 3a

There are 25 top ‘traffic engine’ use cases, and each archetype 
tends to prioritize a different combination of them. 
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Source: Expert interviews, team discussion
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Exhibit 3b

There are 25 top ‘traffic engine’ use cases, and each archetype 
tends to prioritize a different combination of them. 

A lean technology and data infrastructure
Building out use cases and developing impactful traffic generation engines 
requires a broad assortment of tech and data tools and functionalities. Most 
brands will need 15 to 20 different functionalities across their application, 
analytics and data infrastructure. Some of these are core capabilities all 
brands will need, such as customer relationship management (CRM) and a data 
management platform (DMP). Others, roughly half, should be designed to drive 
impact and deliver a competitive advantage (Exhibit 4).
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4 archetypes have common needs in data storage and analytics,  with di
erent 
applications to support its respective use case priorities.
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Exhibit 4

4 archetypes have common needs in data storage and 
analytics, with different applications to support its respective 
use case priorities.

For example, a local upstart beauty brand, taking an Internet Celebrity 
approach, built a tag management system for the 6,000-plus KOLs and KOCs 
who promote or feature the company’s products on social platforms. The tool 
identifies and segments these social influencers into hundreds of mini KOL 
groups according to their location, fan base, age group, and channel, and then 
does real time performance monitoring, analysis, and adjustment. The company 
also utilizes a digital engagement system and AI-powered chatbots to improve 
the efficiency of managing multiple group chats simultaneously. As a result, 
the company boosted both its click through rate and conversions by 10 to 15 
percent.

A sport fashion brand, on the other hand, as a Maverick brand, built market-
leading big data and advanced analytics engines, such as a unified customer 
data platform (CDP) and campaign management platform (CMP), that leverage 
the customer data it captures on its own shopping, training, and running apps 
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and on its WeChat group. The company used this data–amounting to 50 
percent of its total customer purchasing data–to drive its strong ecommerce 
growth in 2019.

No brand can develop all their functionalities at once. Instead of a hefty, two-
year roadmap, leading brands simplify their IT and data strategy by finding 
a mixture of quick wins and long-term goals. They drive real impact from a 
handful of core functionalities that are up and running within a year, then 
continue to iterate and build upon them to expand into other functionalities over 
a 2 to 3-year period. 

A balanced vendor ecosystem
Whether outsourcing their tech and data capabilities or operating them 
in-house, brands will need to work with partners across the advertising value-
chain and martech ecosystem. In China, no fewer than 5,000 different martech 
providers have lined up to provide help. So too have the large platforms. In 
fact, working with Alibaba’s Brand Data Bank and Uni Marketing desk, or the 
Tencent Marketing Solution and DMP, is now so widespread that it’s the ‘table 
stakes’ in digital marketing. 

Leading brands go several steps further to partner with an array of point 
service providers. They use many off-the-shelf solutions, while also 
customizing capabilities that are core to the brand’s needs. For example, 
although some leading brands have partnered tightly with Alibaba, they also 
leverage third-party vendors for dynamic content technology and data lake 
infrastructure to ensure a rapid marketing technology adoption. 

An agile organizational model
China’s digital landscape is constantly changing, sometimes with what seems 
like daily frequency. In such an unpredictable environment, brands need a 
flexible organizational model that will let them constantly monitor changes and 
adapt quickly to go after new opportunities. This means hiring not just people 
experienced in performance marketing, but those who can excel in new roles: a 
digital marketing leader who sits on the marketing strategy team alongside the 
marketing leader and brand general manager, a social marketer for social content 
marketing, a KOL/KOC developer, and a CRM activity designer to reactivate 
dormant customers. 

An agile organizational model also means adopting a new mindset where nothing 
is ever final. Leading brands have embraced a test and learn attitude and are 
constantly looking at performance and measurement data to see when and where 
adjustments are needed. They often start by setting up war rooms where people 
from different functions and departments come together to collaborate and 
develop this shift in mindset (Exhibit 5).
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Getting started
Generating high-quality traffic and impactful digital marketing can be broken 
down into a three-part journey. The first is prioritization. In this stage, brands 
conduct a self-diagnosis of strengths, a determination of the size of the 
opportunity, and the creation of a broad, high-level vision. From there, brands 
can prioritize their key customer traffic pools and the traffic engine use-case 
that will drive the biggest impact in the least amount of time. 

Stage two is about capturing quick wins. This will help build momentum and 
demonstrate the value of further effort and investment. It entails setting up a 
war-room, establishing vendor partnerships, building the solution, launching it 
over several weeks, and then continuously improving it in 1 to 2-week sprints. 
The goal is real impact within 12 weeks. 

Exhibit 5

Use “Digital war room” to improve cross-team collaboration 
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Exhibit 6

Pursuing a total solution for traffic generation.
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Organizational 
capabilities

After the first use case is up and running and traffic generation is accelerating, 
brands can step back and plan the full, mid-to-long-term transformation, 
including the next wave of use cases that will drive real, measurable, and lasting 
impact on the customer journey and the company’s capabilities.

By ensuring a strategic focus, prioritizing use cases based on impact, launching 
‘quick win’ sprints, building an ecosystem and developing partnerships, and–
most importantly–building capabilities throughout the organization, companies 
can generate real impact throughout the Awareness-Interest-Purchase-
Loyalty (AIPL) journey (Exhibit 6).

Caleb Balloch is an Associate Partner in McKinsey & Company’s Shanghai office; 
David Pountney is a Partner in the Melbourne office; Hai Ye and Lambert Bu are 
Partners in the Shanghai office, where Lavonda Li and Lucille Chen are Consultants. 

The authors would like to thank Maggie Wang, Rachel Qiu Jin, Simon Wintels, Tom 
Beeby, and Yinlian Bai for their contributions to this article.

Copyright © 2020 McKinsey & Company. All rights reserved.
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Harnessing the 
power of social 
commerce to fuel 
growth in China

Caleb Balloch, Lambert Bu, Lavonda Li

Social commerce has seen triple-digit growth over the 
past five years in China. 
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Social commerce, where social media is the driving force 
behind sales, is one of the hottest trends in China and a 
major disrupting force. 

Social commerce has seen triple-digit growth over 
the past five years in China. Brands that have already 
embraced social commerce are testimony to its 
potential, with new entrants able to rapidly grow their 
business and reach new consumers in China’s lower-tier 
cities. 

As competition in the sector heats up, brands should 
move quickly to gain early-mover advantage, and 
develop a winning social commerce playbook to position 
them for future growth. 

The rise and rise of social apps
The average consumer in China now spends more than 
seven hours a day on the mobile internet, a figure that 
increased by a fifth in the aftermath of the COVID-19 
crisis. About two-thirds of those seven hours is spent 
using social or content apps, as users increasingly seek 
out information from social media, social influencers, 
and friends in order to make decisions about purchases. 

Time spent using social or content apps is now driving 
50 percent of shopping interest, and 25 percent of 
purchases, a marked change from the 2017 figures of 37 
percent and 7 percent, respectively (Exhibit 1). And the 
size of the overall social commerce market is expected 
to more than double from 2019 levels to reach gross 
sales of 2.9 trillion renminbi by 2021 (Exhibit 2). 

Brands and platforms that are already operating in 
this space are seeing considerable success: key social 
commerce platforms such as Pinduoduo and Xingsheng 
Selected have seen year-on-year growth of 92 percent 
and 233 percent in their respective number of active 
monthly users. 

Some of the biggest multinational and Chinese fast 
moving consumers goods (FMCG) brands are selling on 
such social platforms, while new brand entrants such 
as TST Tin’Secrets have been able to rapidly grow their 
businesses from scratch. 
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Exhibit 1

Social media is a core part of consumers' lives
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on “Purchase”,  % of respondents 

1QuestMobile TRUTH China Mobile Database Feb. 2020.
Source: Digital consumer Survey 2017, 2019
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Exhibit 2

Social commerce is growing rapidly with a number of notable 
platforms emerging quickly
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This growth comes against a backdrop of stagnating bricks-and-mortar sales, 
and slowing growth in online sales. 

Traditional e-commerce sites such as Alibaba and JD are seeing their growth 
in e-commerce sales drop to around 20-25 percent, according to McKinsey’s 
China Digital Consumer Trends 2019 report, while the cost of customer 
acquisition and retention is rising sharply as brands compete in an increasingly 
saturated market.

The rise of social commerce combined with the slowing growth of conventional 
e-commerce has sparked disruption across the value chain: 

 — Consumer engagement with brands is becoming more active, with brand 
equity and loyalty nurtured through social interactions and word of mouth 
between consumers, rather than between a brand and its consumers. 

 — Business models are becoming more complex with the resurgence of 
direct-sales where users receive incentives for referring friends into 
membership programs and converting sales. These business models often 
require higher sales margins but less marketing spend than traditional 
business models, and create channel conflicts as a result. 

 — Innovation is becoming more collaborative, as brands work closely with 
Key Opinion Leaders and Key Opinion Consumers (KOLs and KOCs) to 
co-develop new products and shape the next wave of trends.

 — Internal operations are becoming more agile, with cross-functional 
teams working in fast iterations, testing new ideas, and breaking down silos.

China’s five archetypes of social commerce
There are five major archetypes of social commerce in China (Exhibit 3). 

 — Social-first commerce–where KOLs and KOCs are used to direct 
consumers to emerging on-platform sales and branded stores.

 — E-commerce platform with social marketing–where KOLs and KOCs are 
used to direct customers to established branded stores.

 — Social discounter–where social sharing of products is incentivized by 
offering lower prices with every incremental customer.

 — Community buy/S2B2C–where consumers and small businesses are 
incentivized to sell to their friends by receiving commission.

 — Social DTC–where brands and KOLs/KOCs engage directly with 
consumers in brand-operated WeChat groups and convert them into sales 
either through the brand’s own platform or through WeChat mini programs. 
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Below we look at each of the emerging archetypes in more depth, namely 
social-first commerce, social discounter, community buy/S2B2C and social 
DTC. 

Social-first commerce
Food and lifestyle blogger Li Ziqi is an example of a KOL that has effectively 
deployed social-first commerce. She has become one of China’s biggest 
social media stars by posting artistic videos of traditional life and cooking in 
Sichuan province’s rural areas. Having built an enormous fan base (26 million 
on Weibo, 39 million on Douyin, and 11 million on YouTube), she now operates an 
eponymous brand of traditional Chinese packaged food, promotes third-party 
brand foods, and operates a store on Tmall to sell directly to her followers. 

Li Ziqi sold 100 million renminbi of products in 2019, more than three times the 
year before, with her success demonstrating the power of converting social 
engagement into commercial results.

Exhibit 3

Social commerce can be classified into 5 major archetypes
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This method of social commerce is an effective way of building a customer 
base, as well as strengthening engagement and building brand loyalty through 
rich content and interaction. 

Social-first content platforms are core to exploiting the opportunity. Most 
notable among them are Douyin, the hugely successful short-form video 
platform, and RED, a lifestyle platform where consumers review products and 
share lifestyle tips. In addition to generating traffic for established e-commerce 
platforms Taobao and JD, these social-first platforms have launched their own 
e-commerce sales functions and branded stores, though they are still at an 
early stage of development and have yet to bring significant brands on board. 

Social discounter
Zhihu is an example of a brand which has successfully captured consumers 
through the social discounter platform Pinduoduo. By offering a price that is 
typically less than 30 percent of its peers to consumers who can gather enough 
of their friends to buy the product together, Zhihu has grown to become a top 4 
tissue brand in China within just two years. 

Beauty brand KanS has enjoyed similar success, tapping into the customer 
base of lower-tier cities and seeing year-on-year growth of roughly 100 percent 
in online sales. By discounting as much as 40 percent for group purchases on 
Pinduoduo, it has been able to clear slow-moving or near-expired inventory. 

One of the key strengths of social discounter platforms is being able to target 
price-sensitive customers with value-for-money propositions. Although much 
of the attention of China’s new generation of consumers has focused on urban 
centers such as Beijing and Shanghai, lower-tier cities such as Mianyang, 
Yancheng, and Zigong are increasingly important thanks to their large pools of 
consumers with significant levels of disposable income and a keen appetite for 
online deals. 

Community buy/S2B2C
Platforms Xinsheng Selected and Yunji, and skincare products seller TST 
Tin’Secret, are examples of the fast-emerging community buy/S2B2C 
archetype. The archetype is characterized by a digital adaptation of the direct 
sales model, where individuals receive referral bonuses and commissions for 
sales made to their friends.

TST Tin’Secret is a beauty brand which has harnessed the ‘WeShang’ social-
direct business model to grow sales to an excess of 30 billion renminbi in 2020, 
gaining six million members after just seven years in operation, and enjoying a 
compound annual growth rate of 150 percent since 2017. Individuals are paid 
a commission of between 15 and 32 percent for referrals within their social 
network, and it now has several notable celebrities within its direct-sales ranks. 
It is currently expanding from an own-brand direct-sales model to a lifestyle 
membership-based community model. 
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Community O2O and S2B2C platforms–although still fragmented–saw a 
resurgence during the COVID-19 lockdown, especially for high-frequency 
purchases such as fresh produce. In such models, brands sell through 
a platform which incentivizes group leaders to sell to their friends and 
connections. In the case of S2B2C, such as membership-based Yunji which 
sells select value-for-money products, these platforms and group leaders exist 
entirely online. In the case of community O2O, such as Xinsheng Selected's 
platform for everyday goods, group leaders are typically small store owners at 
the center of offline residential communities. This allows brands and platforms 
to deliver merchandise in bulk directly to small store owners, who further 
distribute merchandise to a broader customer base. This helps reduce logistics 
costs significantly, a key barrier for online sales of smaller-ticket items such as 
fresh produce. 

The community-buy platforms’ reliance on consumer and individual sales 
incentives to drive growth is fundamentally different from ‘traditional’ 
e-commerce. Many brands have been playing with shifting brand-driven 
marketing spend to consumer sales incentives. Several brands have even 
launched new independent product lines and brands to take full advantage of 
the opportunity without cannibalizing traditional channel sales.  

Social DTC
Beauty brand Perfect Diary exemplifies the potential of social DTC, becoming 
an emerging leader in cosmetics after just three years. From a small base, it 
achieved gross sales of more than 3 billion renminbi in 2019, growing 5x over 
2018. Almost all of its sales are online. And the social DTC operations of WeChat 
groups and WeChat mini-programs are central to managing its consumer base, 
capturing roughly a quarter of sales. 

Its growth has been driven in part by the success of its social DTC operations. 
Members are pulled into WeChat groups where they engage actively 
with brand-managed virtual avatars, lifestyle content, and beauty tips. A 
6,000-strong KOL and KOC network drives engagement both in the public 
domain as well as within its private domain social DTC. Perfect Diary’s strong 
social DTC operations has allowed it to own consumer traffic higher in the sales 
funnel, at the acquisition and interest levels, providing it with more natural 
repeat traffic, as well as helping it build a strong bargaining position with Tmall 
and Taobao for resource exchange. 
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Capturing the opportunity
Although many brands have entered the social commerce arena, their 
spontaneous and scattered approach has not always led to success. 

Some brands have been unable to generate substantial, high-quality traffic, or 
are generating low-sales and conversion rates in their social commerce stores. 
Others have struggled with poor channel integration, siloed functions, limited 
ownership of consumer relationships, and inconsistent messaging within 
groups or content. 

Building successful social commerce at scale requires a new playbook. For 
example, building a winning social DTC playbook requires four new or updated 
capabilities: user acquisition, user/community operations, social content 
operations, and social and CRM infrastructure (Exhibit 4).

Exhibit 4

Social DTC target ‘playbook’–acquire & operate users/ 
community with social content, and integrate with physical 
touchpoints
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Source: McKinsey analysis

User acquisition: Users come from a combination of three sources: the public 
domain (by purchasing traffic), social referral (from existing customers) or traffic 
exchange (from e-commerce platforms or department stores, for example). 
Perfect Diary takes people on this consumer journey from the public to private 
domain, attracting traffic through rich social content, referring them to WeChat 
groups to build engagement and loyalty, and facilitating conversions in either 
its WeChat mini-programs or Tmall flagship stores. Their journey is simple, and 
consumers are always more accessible from either the private WeChat groups 
or conversion in their online stores.
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User/community operations: The community then needs to be carefully 
managed to ensure that members stay active. A leading sportswear retailer, for 
example, has store managers act as ‘mini-CEO’s to manage their community 
as well as their stores. They recruit three types of KOLs/KOCs to elevate 
community engagement: brand ambassadors offering sports activities, internet 
celebrities to endorse and model sportswear and promote it on social channels, 
and community partners to offer advice in-store or at sports venues. Other 
brands may opt to employ KOC (key opinion consumer)–or even avatars–to 
drive the conversation. In addition, consumers need to be carefully segmented 
to ensure the best possible fit, and content then thoughtfully developed to 
maximize its potential. 

Social content operations: A steady flow of strong content needs to be 
developed and closely monitored to take advantage of the viral nature of social 
media. Content should come from a mix of brand-made, user-generated, 
and third-party sources. Lifestyle content is key, as too much content which 
overtly promotes products risks becoming tedious. Perfect Diary, for example, 
posts appealing, relevant content–not just the expected beauty tips but also 
general lifestyle content about food or leisure. While the content should reflect 
the essence of the brand–by focusing on carefree people enjoying an active 
lifestyle, for example–it doesn’t necessarily need to mention the brand by 
name. Once again, the use of KOLs/KOCs is critical, and their use should be 
maximized with strategies to build up to, and follow up on, their input. 

Social and CRM infrastructure: Underscoring all of this is the need for the 
correct infrastructure to manage these relationships. This involves migrating 
to WeChat at work, for example, running mini-programs to launch DTC 
e-commerce, and integrating existing systems with department stores. CRM 
systems and other tools to manage the customer relationship should also be 
integrated across all channels. 

Other archetypes of social commerce will require their own playbooks, each 
adapted to the specifics of that model. For example, the community buy model 
often uses a differentiated portfolio strategy, to ensure the platforms maintain a 
sufficient margin and sellers minimize the risk of cross-channel leakage. 

A roadmap for success
With social commerce continuing to evolve, drawing up lengthy strategies or 
looking for an established model to replicate may not be the best approach. 

Instead, brands should place a strong emphasis on testing and quickly adapting 
pilots in sprints, before codifying a playbook and rolling out operations at scale. 
Successful brands have been able to build new social commerce businesses 
within 6 months. 
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A social ‘war room’–where agile teams respond to daily challenges and trial 
different methods before settling on the best approach–is a key part of the 
pilot stage (Exhibit 5). These learnings are then consolidated before the brand 
scales up further and expands its operations to other products and regions. 

Continual change
In order to harness the power of social commerce, brands will need to be agile; 
developing a new playbook and acting on data to scale up. In order to overcome 
their own internal hurdles, brands will also need to be prepared to disrupt their 
existing norms and business models.

For brands that embrace rapid change, social commerce presents a game-
changing opportunity for penetration and transformational growth.

Exhibit 5

How brands ramp up social DTC business over 6+ months
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How digital B2B 
changes the game 
for consumer goods 
companies in China 

Cherry Chen, Felix Poh, Jia Zhou, Lei Xu

Digital disruptors are gaining ground in China’s retail market 
by selling directly to small stores. Brands must decide how 
best to partner with them.
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The context of China’s retail 
landscape
Fragmented trade is an important part of China’s vast 
and unique grocery retail landscape. It consists of 
traditional “mom & pop” stores, as well as independently 
operated convenience stores and small supermarkets. 
The traditional “mom & pop” stores are conservatively 
estimated to exceed 3.4 million1, making up one-third of 
China's overall offline grocery retail sales. 

Convenience stores are the fastest-growing store type, 
while small supermarkets are also large in number. 
These stores have deeper local coverage and more 
loyal consumer relationships since they are deeply 
rooted in their local communities and located closer to 
customers. This is in contrast to larger formats such as 
hypermarkets as well as B2C e-commerce platforms.

However, a major problem with these small stores is 
that they are dispersed across China. This requires 
a complex distributor system and many are not well 
served at present. It is also difficult to guarantee supply 
efficiency or quality. Therefore, digital B2B platforms 
have emerged, leveraging the existing infrastructure 
built by B2C e-commerce players. 

A number of disruptors have emerged in China’s B2B 
space, in both the retail and hospitality sectors. 

 — Alibaba’s LST and JD’s XTL are leading players in 
the digital B2B space, having built on the success 
of their B2C eCommerce platforms. They connect 
traditional stores directly with suppliers. As of 
September 2020, LST serves 1.5 million stores and 
has opened its digital store operation system to store 
owners. It aims to help as many stores as possible 
reach a sales target of 10,000 renminbi per day. 
The stores are also empowered by data analytics 
for better assortment and merchandising. From 
the consumer goods companies’ perspective, B2B 
players provide access to the sizeable network of 
fragmented retail stores. This gives brands the ability 
to promote sales without being highly dependent on 
intermediaries and wholesale distribution systems. 

1  Euromonitor 
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 — Meicai and Yijiupi focus on specific channels and categories. Alcoholic 
beverage focused player Yijiupi, whose investors include Meituan and 
Tencent, is reaching a significant number of fragmented tobacco and 
alcohol stores. Meicai provides supply chain solutions for small restaurants 
that need to purchase fresh food and drinks. 

These players aim to replicate the proven success of online B2C retail. By 
disrupting the traditional tiered distribution system, they aim to improve 
transparency and efficiency. Consumer goods companies should consider 
these potential changes in the market’s structure and act accordingly.

The impact on stakeholders along the value chain
The emergence of digital B2B is likely to address key pain points in the market, 
providing a unique value proposition for store owners, logistics providers, and 
brands. 

First of all, it is easy for store owners to embrace digital B2B due to the high 
internet penetration in China (mobile internet in particular), as well as the 
strong take-up of digital tools among the general population. For example, the 
mobile payment penetration rate is as high as 81 percent among smartphone 
users. Also, digital B2B offers a one-stop service platform which is far more 
convenient than interacting with sales representatives across multiple 
manufacturers and distributors. 

Secondly, distributors and logistics providers can also benefit from digital B2B 
in the long run, as these platforms allow for more centralized procurement, 
thereby increasing distribution efficiencies and loading rates when compared 
with traditional practices.

Lastly, consumer goods companies can leverage digital B2B to increase their 
influence at the point of sale, boost channel coverage, and enable better sales 
execution. By harnessing these digital tools, brands will be able to undertake 
precision marketing, promote new product launches more effectively, and 
accelerate distribution to lower-tier cities and rural areas in particular.

Of course, there are still some challenges in the development of digital B2B 
platforms: 

 — Despite the relatively inefficient distribution systems of traditional small 
stores, some services such as payment advances and the logistics for 
bulkier goods with a lower margin are not easily replaced.

 — Building up local store relationships is a lengthy process, and establishing 
new partnerships requires a great deal of time and manpower.

 — There is fierce competition within the digital B2B market, and some players 
have already exited the market.
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Smaller players have found it difficult to scale up and ensure profitability in the 
digital B2B space, leading them to withdraw. Going forward, only a handful of 
players with strong capabilities, deep pockets, and a unique value proposition 
will end up reshaping China’s retail landscape in favor of digital B2B.

How should brands work with digital B2B players?
To maximize the value from digital B2B, there are many questions for consumer 
goods companies to consider: Should they cooperate with the digital B2B 
players, and if so, how? And what are the key benefits of such partnerships? 
What should they watch out for?

Brands must first assess their strengths and weaknesses in the following two 
areas. 

1.  Types of Goods
Are the products lighter goods with a higher gross margin, for example 
foreign liquors, high-end packaged foods (e.g. imported snacks and premium 
chocolate), personal care products and cosmetics? Or are they bulkier goods 
with a lower gross margin, such as soft drinks or basic laundry powder? 

It is not very profitable for B2B players to provide logistics in the short term for 
bulkier goods with lower margins. Rather than providing logistics at a relatively 
high cost, digital B2B players may prefer to act as marketplace platforms that 
provide customer coverage and data services. But the distribution of goods is 
still a problem.

2. Distribution channels
How strong are the brands’ existing distribution capabilities in fragmented 
trade? This will directly impact the strength of their negotiating position, and 
the benefits digital B2B players want from partnerships. 
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The position of brands on the exhibit above will determine the returns they can 
expect from working with digital B2B players. 

Quadrant A: Brands with stronger distribution capabilities for products 
with lighter goods and a higher gross margin
The direct benefits of partnering with digital B2B players are limited for 
companies in quadrant A. The main benefits are the availability of customer 
data, precision marketing, and the rapid distribution of new products. When 
drawing up cooperation strategies, brands should focus on protecting existing 
channels and minimizing cross-channel trade, while negotiating reasonable 
platform fees to ensure profit margins. 

Quadrant B: Brands with stronger distribution capabilities for bulkier 
products with a lower gross margin
Digital B2B players are unlikely to enter as logistics providers in the short 
term. In the long term, however, they are more likely to begin transporting 
heavier goods alongside other products once last-mile logistics capacity has 
been established, thereby lowering costs. Organizations in quadrant B should 
therefore establish favorable terms and conditions in partnerships. They should 
even consider becoming the distribution partner of choice for these platforms 
for bulkier, lower margin products. By establishing a competitive advantage in 
this area now, they may be able to gain the upper hand in future negotiations. 

Exhibit 

Depending on category attributes and companies’ own 
distribution capability,  the value proposition of B2B 
disruptors is different

1

Exhibit 1: Depending on category attributes and companies’ own 
distribution capability, the value proposition of B2B disruptors are 
different

Source: McKinsey analysis
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Quadrants C&D: Brands with weaker market influence and distribution 
capabilities 
For companies with limited distribution networks, the main benefits of 
cooperating with digital B2B players is quite clear—to quickly increase outlet 
coverage, actively penetrate lower-tier markets, and tap into a new base of 
customers. This is more efficient than the traditional method of acquiring new 
customers by sending sales reps to visit individual stores.

Brands selling lighter goods (quadrant D) can piggyback on the logistics 
capabilities of digital B2B players for effective distribution, even though 
that will also lead to a heavy reliance on their B2B digital partners. These 
brands should therefore try to achieve better ownership of customer data and 
relationships in partnerships. 

For companies selling bulkier goods (quadrant C), digital B2B players are 
unlikely to provide the necessary logistics. This means that, in the short 
term, distribution and delivery still have to be completed by consumer goods 
companies themselves, or via distributors. This also provides an opportunity for 
brands to establish independent distribution systems.

Some brands are also considering establishing their own digital B2B platforms 
or partnering with other companies. However, due to the diversified needs of 
small stores and the fragmentation of the Chinese market, an alliance of at least 
five or six large companies is likely to be needed to reach economies of scale 
and satisfy the basic needs of small shops. Operationally, it is very difficult to 
make such an alliance work effectively. 

Fostering a healthy brand/digital B2B platform 
collaboration 
Commercial terms should also be carefully defined before entering into a 
partnership. Some of the most frequent issues are highlighted below: 

 — Boundary rules: Is the partnership limited to a specific geographical area? 
Should there be explicit exclusive requirements for some areas? Will brands 
gain access to stores in new areas covered by the digital B2B platforms? 
And will B2B digital players have full access to the existing distribution 
network of brands? 

 — Product portfolio: Should there be differentiated product portfolios 
for stores with different channel models? For example, brands tend to 
retain part of their product portfolio for high-priority stores, while digital 
B2B players may require exclusive offerings of certain products, or even 
platform-customized products.

 — Pricing and promotion: It is important to establish who has authority over 
pricing and promotions. Brands usually want to keep a tight grip on this, 
while digital B2B platforms usually prefer more flexibility. 
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 — Data: How much data should digital B2B players share with partner brands? 
Should it cover all sales, data, pricing and store information, for example? 

 — Roles and responsibilities of both parties: Which party is in charge of 
order placement, logistics, sales, promotion, execution, and payment? While 
this is often straightforward for stores fully managed by one of the two 
parties, it is more complicated if stores are already covered by both parties.

 — Platform fees: Brands should have a rough expectation of acceptable 
platform fees, split into commission fees and marketing expenses. It may 
be beneficial for the consumer goods companies to negotiate a reduction 
or exemption for platform commission fees, while digital B2B players may 
choose to set a floor for marketing expenses.

It is only by clarifying all these commercial terms–with the bottom line and 
strategic goals in mind–that a successful partnership can be drawn up. 

It is also a good idea to pilot the partnership. Even with careful preparation and 
planning, problems can still emerge during implementation. Brands should start 
with small-scale pilots and iterate based on feedback. When the partnership 
encounters problems–channel conflicts, price fluctuations, gaps in the product 
portfolio, commission disputes, and so on–brands should stay positive and 
make real-time adjustments, with a view to developing a long-lasting and large-
scale win-win partnership. 

Over the longer term, brands should also consider the role of digital B2B 
partners in the entire sales system. This will include monitoring the impact on, 
and needs of, the sales team, including frontline sales reps, as well as issues 
relating to process, organization, or technical support. This will help brands 
better plan and implement the transformation gradually.

The COVID-19 factor 
The overall logic of brand-digital B2B partnerships will still be effective post-
COVID-19, taking into account the following factors. 

1. The profit margins of small shops may be squeezed, as some consumers 
continue online shopping habits established during the pandemic. Small 
shops are therefore likely to be especially price-sensitive. During the 
pandemic, many “mom & pop” stores suffered a sharp drop in footfall and 
sales, with the most vulnerable forced to close.

2. It may be more difficult for digital B2B players to secure funding. Their 
own results may well be lower than expected. And the wider economic 
environment may also make investors more cautious. 
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3. Consumer goods manufacturers may shift channel focus. A series of 
new sales channels came to the fore during the pandemic, including live 
streaming, social commerce, and private domain marketing. These new 
opportunities might weaken the focus on traditional channels to a certain 
extent.

Conclusion
In summary, the digital B2B space has significant potential and will, over time, 
change the structure of fragmented trade. This will eventually make the whole 
retail ecosystem more efficient and effective. 

Brands desire effective partnerships with B2B digital players. To enable this, 
it is essential for brands to analyze their own product categories and assess 
their distribution capabilities to make sure such partnerships are clearly 
thought through and defined. By seizing these new opportunities, brands will 
strengthen their management of retailers and increase their reach to target 
consumer groups. This will ultimately help them achieve greater profit margins 
and improve their own market position. 

Cherry Chen is a Knowledge Expert in McKinsey & Company’s Shanghai office, where 
Felix Poh is a Partner; Jia Zhou is an Associate Partner in the Beijing office; Lei Xu is a 
Senior Knowledge Expert in the Shanghai office. 
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Gen Z represent the next engine of domestic 
consumption growth.
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Officially defined globally as the cohort of people who 
were born between 1996 and 2010, Gen Z make up 
about 15 percent of China’s population and represent 
the next engine of domestic consumption growth. 
Understanding Gen Z is paramount for any consumer 
company that wants to play a part in China’s ongoing 
economic growth story.

China’s Gen Z spent their childhoods during the fastest 
sustained expansion of a major economy in history, and 
are consequently used to rapid improvements in their 
standard of living. They are also China’s first generation 
of digital natives, and as such are instinctively familiar 
with technology as a form of communication and 
entertainment, and as an enabler of commerce. 

With an eye to helping consumer brands understand 
how this unique background sets China’s Gen Z apart 
from older generations at home and their peers in 
other markets globally, McKinsey conducted a survey 
of nearly 3,000 consumers in China, aged 18-54, 
alongside our global Gen Z research efforts in United 
States, Australia, Indonesia, South Korea, and Japan. 1 

Based on these investigations, we have identified six 
key trends that define China’s Gen Z as a unique cohort 
of consumers. 

Consensus ages of generations in 2020 

Gen Z: 10-23
Millennials: 24-38
Gen X: 39-54

1 Consent laws restrict the ability to survey respondents under the age of 
16 in Asia-Pacific countries, and under the age of 18 in China and the US. 
Therefore, we surveyed respondents aged 16-23 in Asia-Pacific and 18-23 
in China and the US. 
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Trend 1: China’s Gen Z are optimistic, impulsive, and 
tend to outspend their budget
In all the countries we surveyed, younger consumers said they are more likely 
to “buy products on the go”. Chinese consumers are more impulsive than their 
peers in other countries; even Gen X (aged 39-54) shoppers in China indicate 
they are more spontaneous than Gen Z consumers elsewhere. China’s Gen 
Z are the most spontaneous of all, with 47 percent telling us that they buy 
products on the go, five percentage points higher than for Chinese Millennials 
(aged 24-38) and more than 10 percentage points higher than for China’s Gen X 
(Exhibit 1). 

This behavior is driven in part by robust confidence in future earnings: 78 
percent of Chinese Gen Z respondents said they believe they will earn more, or 
much more, in the future. This combination of impulsiveness and optimism also 
leads 36 percent of our survey sample to overspend their budget. 

In fact, China’s Gen Z refer to themselves as “the moonlight clan” in reference to 
their propensity to spend their entire monthly salary over the course of a single 
lunar cycle, effectively living paycheck to paycheck. According to our research, 
they are also relatively more comfortable owing money; only 21 percent stated 
they would be relieved if they could pay off all their debts, compared with 28 
percent of Chinese Millennials. In China, even university students with no credit 
records have access to financial products that enable them to make purchases 

Exhibit 1 

China’s Gen Z are most likely to buy products spontaneously
Exhibit 1: China’s Gen Z are most likely to buy products 
spontaneously

Source: 2019 Gen-Z Survey (N = 2,947 in China, N = 3,311 in Australia, N = 2,966 in Japan, and N = 2,482 in South Korea)
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they would not otherwise be able to afford. These include Ant Financial’s 
Huabei (literally meaning “just spend”) virtual credit card, which draws upon 
consumers aged below 25 for a quarter of its user base, and JD.com’s Baitiao 
card, which enables customers to buy on the spot and pay later, as well as a 
multitude of other financial products. Gen Z consumers in the US are similarly 
inclined to spend big on consumer products, while their outlay on luxury 
apparel and accessories even surpasses that of Millennial shoppers with higher 
incomes. 

Trend 2: Desire for ‘unique’ products and services 
More than half (51 percent) of China’s Gen Z consumers prefer brands that offer 
customized products, while 53 percent opt for brands that provide tailored 
services. This preference for uniqueness is much more pronounced in China 
than Australia, Japan, or South Korea (Exhibit 2). 

In a spirit of experimentation, brands like YSL have responded by launching 
‘unique’ lipsticks that allow consumers to engrave personal messages onto 
the case, tapping into China’s unique gift-giving culture at the same time. 
China's Gen Z show their appreciation for such customized products but their 
willingness to pay a premium is still uncertain. Therefore, these early efforts 
have yet to make much impact on brands’ topline. 

Exhibit 2 

Gen Z across markets increasingly demand personalization of 
products and servicesExhibit 2: Gen Z across markets increasingly demand 
personalization of products and services

Source: 2019 Gen-Z Survey (N = 2,947 in China, N = 3,311 in Australia, N = 2,966 in Japan, and N = 2,482 in South Korea) 

% who strongly agree or agree

I prefer brands that can customize their 
products for me, % who strongly agree or agree

I prefer brands that offer tailored services, 
% who strongly agree or agree

51

31

13

37

Australia 
Gen Z

China 
Gen Z

Japan 
Gen Z

South 
Korea 
Gen Z

53

33

20

45

South 
Korea 
Gen Z

China 
Gen Z

Australia 
Gen Z

Japan 
Gen Z



142 China consumer report 2021

Trend 3: China’s Gen Z are relatively more loyal to 
brands
Once engaged, China’s Gen Z are also more brand loyal : 47 percent agreed that 
they stick with brands they like, while 43 percent said they will always choose 
a brand they know over a new one (Exhibit 3). China's Gen Z are also more loyal 
than their peers in other countries, especially compared with South Korea and 
Japan’s Gen Z. There is also evidence showing Gen Z in China are even more 
brand loyal than their older peers.

Successful brands increasingly leverage customer relationship management 
on social apps to keep customers engaged and retained. For example, WeChat 
mini programs–apps within WeChat that do not have to be downloaded 
separately–offer users an array of value-added services, including exclusive 
access to online events, priority restaurant bookings, and mobile games, all of 
which help to foster brand loyalty. 

Exhibit 3

Once engaged, Gen Z in China and Australia have higher levels 
of brand affinity than Japan and South KoreaExhibit 3: Once engaged, Gen-Z in China and Australia have higher 
level of brand affinity than Japan and South Korea

Source: 2019 Gen-Z Survey (N = 2,947 in China, N = 3,311 in Australia, N = 2,966 in Japan, and N = 2,482 in South Korea)
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Exhibit 4 

Online is an important channel for Gen Z in China

4

Source: 2019 Gen Z Survey (N=750 in China) 

Exhibit 4: Online is an important source and channel to Gen Z
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Trend 4: Omnichannel shopping is on the rise 
Gen Z consumers in China are more used to omnichannel shopping experiences 
compared to Gen Z in other countries. Taking apparel as an example, almost 
40 percent of Gen Z consumers in China stated they would browse in-store 
but shop online while only about 15-30 percent of Gen Z in other countries 
stated they would do so. However, less than 20 percent of China's Gen Z 
consumers would leverage both online and offline channels to browse apparel. 
This indicates online and offline channels play different roles in China Gen 
Z’s omnichannel experience (Exhibit 4). In response to this demand for an 
omnichannel consumer experience, several brands that were initially successful 
as online-only stores have expanded offline. One example is Chinese snack 
brand Three Squirrels, which was sold exclusively online for four years before 
opening its first offline experience store in 2016, achieving fast growth both 
online and offline. 
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Trend 5: Gen Z gravitate towards individual 
merchants on ecommerce platforms due to greater 
transparency and more quality assurance
Gen Z consumers in China embrace online ecommerce sites that allow peer-
to-peer transactions such as Taobao and second-hand marketplace Xianyu to 
a greater extent than their elders. Our research shows that 43 percent favor 
these platforms, while the same is true for only 38 percent of Millennials, and 35 
percent of Gen X. However, the preference does not extend to individual sellers 
on other social media platforms (e.g. Weishang) at a similar level of appreciation, 
potentially because of greater transparency and more quality assurance on 
Taobao and Xianyu.  

Trend 6: Word-of-mouth–the online version–is most 
influential when it comes to purchase decisions
Online reviews, for example product experience write ups on Taobao, Tmall, 
or RED, as well as the opinions of friends and family on social media, remain 
powerful sources of influence across the generations in China. More than 
three-quarters of all generations surveyed said online reviews were among the 
top three sources of influence when making a purchase decision (Exhibit 5).  

Gen Z look to other sources for product recommendations. Fifty-one percent 
of Gen Z consumers say that official social media accounts of consumer brands 
are one of their top three sources of influence, while 44 percent count bloggers 
and online influencers among their top three sources of influence. Gen Z value 
these sources of information more than Millennials and Gen X. Key opinion 
leaders (KOLs) who resonate with Gen Z are driving this trend, such as Li Jiaqi, 
whose forthright opinions can make or break a beauty brand or product, and 
online sales superstar Weiya, whose interactive livestreams on Taobao have 
helped sell billions of RMB of products. Apps such as Dianping and Meituan 
that offer reviews, discussion forums, and group buying options are also 
popular among young Chinese consumers. 

On the other hand, traditional word-of-mouth, or listening to friends and family 
offline, is waning in importance as a source of influence among young people; 
only 43 percent of our Gen Z respondents put this category in their top three 
sources of influence, versus 69 percent for Gen X (Exhibit 6). 
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Exhibit 6

Traditional, offline word-of-mouth is losing influence among 
China’s Gen Z
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Exhibit 6: Traditional, offline word-of-mouth is losing influence 
among China’s Gen Z

Source: 2019 Gen-Z Survey (N = 2,947 in China)
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Exhibit 5: For China’s Gen Z, word-of-mouth remains powerful but 
has evolved to mean online reviews and friends/family on social 
media

Source: 2019 Gen-Z China Survey (N = 2,947 in China)
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In the US, social media is most influential for 39 percent of Gen Z consumers 
when deciding to recommend a product or brand, while online reviews and 
blogs is top choice for 26 percent. Friends and family offline still have most 
sway for 15 percent, and just 10 percent are primarily guided by influencers. 

Implications for brands seeking to resonate with Gen Z 
Brands seeking to tap into China’s evolving consumption growth story must 
pay attention to the factors shaping opinion and behavior among Gen Z. Based 
on our research, brands should consider taking the following steps to resonate 
with China’s new wave of consumers: 

1. Invest in data to drive a deeper understanding  of Chinese consumers 
and develop unique product and service offerings: China’s Gen Z 
are a unique cohort that demand a differentiated approach. This starts 
with developing data-driven insights into their shopping pain points, 
consumption behavior, and expectations for brands. Although this is still 
an emerging trend that hasn’t really impacted topline yet, brands should 
continue their experiments. One option could be partnering with one of an 
increasing number of companies providing data-driven insights into China’s 
consumer market, before launching personalized products and services 
based on the results. 

2. Tailor brand proposition and build loyalty: Brands must establish a unique 
proposition that appeals to their target segment, and support this with 
personalized messaging and services in order to build and retain consumer 
loyalty. 

3. Double down on both online and offline channels (new social media 
formats in particular) to ensure a consistent omnichannel experience: 
Gen Z increasingly research purchases and complete transactions online 
so the onus is on brands to provide an inspirational omnichannel customer 
experience that is consistent and seamless across online and offline 
touchpoints. Leveraging digital platforms such as WeChat, RED and Tik Tok 
to establish an end-to-end marketing strategy is necessary to connect with 
Gen Z, while teaming up with ecommerce players such as JD.com and Tmall 
is advisable for brands seeking to maximize sales potential. This is true even 
for luxury brands that are highly protective of their image; Chanel and Estée 
Lauder both host official brand stores on Tmall. Brands should also continue 
to offer great offline experiences especially on service, testing and face-to-
face social engagement activities.  
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4. Identify and partner with the right influencers: Finding a set of opinion 
leaders that embody the right brand values, and who can reliably connect 
with target audiences through user-generated content, is critical. Dedicated 
agencies can help accelerate this task. For example, Chanel partnered 
with Instar Model Management to establish a discrete network of micro-
influencers, while also partnering with mega stars like the model Liu Wen.

5. Adjust positioning to resonate with attitudes to technology: Our 
research suggests data protection is more important to China’s Gen Z than 
their older peers. Brands should be transparent about how they handle 
consumer data, and the measures they take to protect it, in order to gain 
their trust. 

Our research presents China’s Gen Z as a unique group of consumers who 
deserve more than a “one-size-fits-all approach.” As established elsewhere 
in this special edition report, the COVID-19 crisis has accelerated existing 
trends, including digitization, and demand for healthier products and lifestyles. 
The pandemic has also prompted young consumers to be more prudent, 
heightening competitive intensity and making it all the more imperative for 
brands to understand what drives young shoppers in China’s fast-growing 
consumer market.

Jia Zhou is an Associate Partner in the Beijing office; Felix Poh is a Partner in McKinsey 
& Company's Shanghai office, where Cherie Zhang is a Knowledge Expert; Daniel 
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The art of revenue 
growth management 
for consumer packaged 
goods players in China

Cherry Chen, Daniel Hui, Felix Poh, Kay Tu, Stefano Zerbi, Jia Zhou

COVID-19 has put high-quality and crisis-resilient 
development at the top of consumer companies’ agendas. 
Revenue growth management can help them get there.
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In recent decades, the rapid growth of China’s 
economy has led to an explosion in consumption. In the 
subsequent golden age for the country’s fast moving 
consumer goods (FMCG) market, it was less necessary 
to differentiate marketing and sales approaches 
substantially from those of competitors. Growing 
sustainably was not on the radar for many companies. 
Growth at scale was the primary focus. 

This undifferentiated growth has slowed in recent 
years, however. Consumer packaged goods (CPG) 
companies were already navigating myriad changes in 
consumer behavior and channel structure–including 
the waning influence of traditional advertising, the rise 
of e-commerce, and increasingly mature consumers 
demanding higher-quality products. And then COVID-19 
changed the landscape again. The pandemic has piled 
multiple pressures on China’s consumer goods and retail 
industries, making the short- to mid-term promotion 
of leaner commercial operations critical. And looking 
ahead, sharper, more focused strategies to create 
sustainable, differentiated and profitable growth will be 
essential to cement a winning position in an increasingly 
complex and competitive environment.

As such, new thinking across key commercial levers 
such as pricing and assortment mix will be crucial. 
CPG companies will need to conduct deep, real-
time data-based analysis to take a granular view 
of their commercial operations and identify smart 
growth opportunities. This is where revenue growth 
management (RGM) comes in.

RGM eschews traditional “gut feel” tactics to create 
value through granular analytics-driven approaches to 
pricing, promotions, assortment mix, trade investment 
and new product innovation. For CPG companies in 
many mature markets, it is increasingly recognized as 
a necessity to capture the next wave of growth. But in 
China, RGM is in its relative infancy.  
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What is RGM?
RGM starts with gaining deep insights into how and why shoppers in China 
purchase certain products, using these insights to highlight areas in which 
value can be captured. To achieve this, at-scale data analysis is deployed within 
key pockets of growth. Here, we explore some of those areas further.

 — Pricing: Channel pricing can be adjusted based on product net price 
elasticities (for both the company and key competitors), historical growth, 
and the likely response from competitors. The potential impact of these 
adjustments is also measured. For example, McKinsey helped a leading 
beverage company realize that a 10 percent price increase of one of its 
core SKUs would lead to a negligible volume impact (different from what 
the company originally believed), and even less so if competition followed 
suit. Instead, overall share from a value perspective would actually increase, 
making this a worthwhile action to carry out 

 — Promotions: Advanced analytics, driven by two to three years of SKU and 
store-level data on baskets and traffic, can assess the effectiveness of 
promotions and discounts. We helped a large grocery retailer transform 
its promotions program. This is often done in collaboration with key 
CPG partners by identifying the SKUs to focus on, the different types of 
promotions to use (e.g. buy one, get one free versus a percentage discount), 
and how often to promote. This was done by analyzing more than 200,000 
historical transactions. The result? A net sales uplift of 30 percent in pilot 
stores

 — Assortment: Product portfolios for key channels can be optimized by 
identifying "hidden-gem" SKUs (which have low distribution and high sales 
velocity) and "long-tail" ones (characterized by low sales volume and low 
profit). A large snacks player, for example, identified the opportunity to 
rationalize its assortment portfolio of more than 1,000 SKUs by over 20 
percent with minimal sales impact but with much healthier margins. Using 
point-of-sale data to analyze consumer purchase behavior across its 
portfolio, as well as that of its key competitors, the snacks player was able to 
migrate sales to more profitable and higher sales velocity SKUs, as well as 
unlock supply chain cost savings

 — Trade investment: RGM can ensure a healthy ROI for trade investment in 
key channels and trade partners, by identifying how best to allocate trade 
spend. During COVID-19, when consumers turned to the internet in droves, 
L'Oreal China was one player that quickly increased trade investment in 
online channels (by around 40 percent), and boosted its online advertising 
and use of key opinion leaders. On top of this, it increased its O2O 
investment by about 150 percent. This involved expanding its O2O team 
and ramping up partnerships with O2O players that had a critical role during 
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the pandemic, such as Meituan and Ele.me. Partly due to this swift shift in 
channel investment, year-on-year L'Oreal China's first-half sales grew by 18 
percent, and by 30 percent in the second quarter

 — New product innovation: This involves doubling down on SKUs that meet 
evolving consumption habits and consumer behaviors, for example, the 
shift to at-home and "better for you" options during the increased time at 
home and focus on health engendered by COVID-19. Chando, a Chinese 
skin-care player, provides one illustration of this. It rapidly launched a line of 
75%-alcohol hand sanitizer during the pandemic, taking just one month to 
move from the product ideation stage to launching the product online 

As the above examples show, for companies that get RGM right, the rewards 
can be significant. A McKinsey survey of markets in which RGM is established 
shows that sales growth is 3.6 percentage points higher versus peer average. 
And the ROI of promotional events can rise by up to 15 percent. 

The landscape for RGM in China
So how can CPG players in China develop the RGM capabilities that will help 
them traverse the challenges they face? There are three areas in which core 
changes need to be made. These are:

 — Analytics: Internal and external data must be collected with discipline, and 
analyzed for macro-consumption trends, consumer segmentation, and 
behaviors by key channels. This will provide a holistic view of the operating 
environment to identify and provide in-depth detail on growth and cost-
control opportunities. Data analytics are often required in three areas: 

• Consumer behavior insights: Understanding key existing consumption 
occasions, identifying emerging ones, and determining how they differ 
by consumer segment and across regions, to help appropriately fulfil 
consumer needs 

• Points of sale: Focusing on transaction data, such as volume, price and 
promotion at SKU level and by key channel (e.g., traditional trade, modern 
trade and e-commerce) enables the analysis of pricing trends, basket size 
and consumer stickiness 

• Trade investment: Tracking expenditure and revenue at each key channel 
and with key channel partners (e.g., national customers and offline/offline 
distributors) gives a granular understanding of investment effectiveness 
across the value chain. In a rapidly evolving channel landscape, this 
establishes a more accurate view of ROI 

All of this comes with certain challenges in China, which historically has 
lacked tailored data–especially in traditional trade channels. But there 
are a variety of approaches companies can use to “build” their own. These 
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include analyses of household consumption segmentation, store-map data, 
large-scale price surveys and more. Such data collection and analysis is 
crucial in China, given the country has diverging patterns of consumption 
behavior due to differences across city tiers, channels, regions and income 
levels. Arguably, this is getting ever easier in China with the help of more 
freely available and transparent retail data–including that from points of 
sale and loyalty cards–as well as demographic insights from mobile-service 
providers. Increasingly, in fact, the issue may be too much data–in these 
instances, defining specific RGM use cases and working backwards to be 
clear on which data sets to use can be extremely valuable

 — Collaboration: Companies must remove departmental barriers and foster 
a highly collaborative culture, and everyone within the same organization 
should work towards targeted financial and strategic growth goals. RGM 
helps to align the overarching strategy and forge strong collaboration on all 
fronts, from data sharing and human capital to incentives and costs. In this 
way, CPG companies avoid the typical trap of over-indexing on growth in a 
specific area at the expense of overall growth (for example, online growing 
but offline declining when both channels could be growing simultaneously) 

 — Mindset: CPG companies in China have traditionally viewed growth in terms 
of market share and scale, and they have made commercial decisions on 
that basis. For example, a fear of losing market share has created a general 
resistance to price increases or SKU elimination, resulting in ineffective 
usage of shelf-space, stagnation of pricing and profit-margin growth, and 
an unfocused product portfolio strategy. RGM helps replace this mindset 
with an analytics-based, holistic growth approach–it is not share gain at 
all costs, but profitable and sustainable share gain that is important. This 
new mindset must permeate throughout the organization: from identifying 
opportunities to quantifying impact and executing strategy 

The path to future growth
For CPG companies embarking on their RGM journey in China, there are some 
short- and longer-term measures to be considered.

Due to the pandemic, most companies have suffered heavy losses for at 
least one quarter of this year. The impact is notably most serious for product 
categories sold during the Spring Festival. With this in mind, we suggest 
consumer companies in China should start with short-term tactics to accelerate 
the implementation of RGM.

These tactics include establishing a cross-department RGM team to assess 
the financial impacts on the company; tweaking product mix to better reflect 
the current key demands of consumers, such as healthier products and basic 
daily necessities; and embracing channel structure changes, such as the shift 
to online.
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Looking further ahead, there are a series of measures that should be 
implemented gradually to establish a more complete, precise, and large-scale 
RGM capability. These are:

 — Introducing targeted pricing adjustments and promotional plans to 
further stimulate consumption

 — Carrying out a greater number and variety of omnichannel promotions 
(online, O2O, social DTC). To keep pace with the rapid increase in online 
demand, data analysis and consumer management capabilities will also 
need to be improved

 — Cooperating with retailers and distributors more effectively. At the same 
time, ROI must be accurately analyzed to improve the cost-effectiveness of 
joint investments

 — Conducting a full evaluation and revamp of product portfolios as needed 
to ensure they meet changes in consumer preferences post-crisis over and 
above the short-term tweaks in product mix mentioned above 

 — Embedding RGM discipline into corporate DNA to ensure the effective 
implementation of an RGM mindset and strategy. For instance, this could 
include establishing an “RGM academy” to regularly train new talents on 
core RGM skillsets and methodology, and incorporating RGM-driven growth 
as a key agenda item during business planning 

The COVID-19 pandemic has accelerated trends that were already emerging 
for China’s CPG players. Growth in consumer goods and retail markets has 
slowed, consumers are becoming increasingly mature, business models have 
diversified, and competition has become increasingly fierce. 

It’s clear that for CPG companies in China, a transformation from scale-driven 
growth to more granular management of commercial operations has never 
been more urgent. High-quality, sustainable, and innovative growth is needed 
to move past the pandemic and lay solid foundations for future success. The 
time to act is now.
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Partner in the Milan office; Jia Zhou is an Associate Partner in the Shanghai office.
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FOREWORD

The first blockchains were published nearly 12 years ago now. Fast 

forward to today, distributed ledger technologies are providing new 

ways in which we can cooperate to create value. From enabling 

the authentication of documents, or tracking the movement of 

goods and people, to new open-source business models - these 

early experiments with blockchain are laying the foundations of a 

new digital economy. One in which competitiveness is increasingly 

defined by collaboration, one in which transparency is the norm, not 

the exception.

More than a decade on, blockchain technology has found fertile 

ground in Singapore in a range of applications. A variety of blockchain 

projects have emerged across 26 different categories and 8 different 

industries: from financial services, to supply chain management, and 

consumer retail. More companies are discovering how blockchain-

based technologies can create common platforms for stakeholders 

along the value chain to improve workflow processes, reduce fraud, 

and create new sources of value for end consumers. While the global 

pandemic has impacted the progress of blockchain projects in 

some sectors, others are using blockchain technology to address 

the challenges which COVID-19 has created. As the technology 

continues to grow in security, scalability, and adoption, we can expect 

to see its diffusion throughout the broader economy in Singapore. 

Much in the same way that we have seen blockchain bring firms 

together to address common issues, this report has brought together 

various stakeholders in government and industry with the common 

aim of growing Singapore’s blockchain ecosystem. This report was 

made possible by the combined efforts of a year-long collaboration 

between OpenNodes, Temasek, IBM, PwC Singapore, EY and SGTech 

with the support of government agencies such as the Infocomm 

Media Development Authority (IMDA) and Monetary Authority of 

Singapore (MAS). The contributions of various business leaders’ 

insights from the field were also invaluable. These collaborative 

efforts to grow the ecosystem will continue throughout the next year, 

as it has in the last. 
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EXECUTIVE SUMMARY

Singapore is fast becoming a leader in blockchain technology, both 
in the region as well as globally.  A PwC survey conducted in Singapore 
found that businesses reported optimism over the growth of blockchain 
adoption in Southeast Asia, with many ranking Singapore as a global 
leader in the field ahead of countries such as the United Kingdom, Hong 
Kong and Japan. Numerous business leaders interviewed for this report 
identified regulatory clarity as a key factor in influencing their decision 
to house their blockchain activities in Singapore. 

More blockchain-related projects are setting up in Singapore, while 
existing ones are gaining ground in both technical progress and 
funding. The Singapore blockchain ecosystem has seen substantial 
growth since 2019, according to the 2020 edition of the Singapore 
Blockchain Landscape Map jointly published by the IMDA and 
OpenNodes. Additionally, the PwC survey indicated that more in-house 
blockchain projects here are progressing towards full-scale deployment, 
while blockchain startups are moving towards more mature funding 
stages. 

Finance and tech companies are spearheading the growth of 
blockchain use in Singapore. Much of this growth is traceable to 
industry consortiums established to address common pain points, as 
well as the use of blockchain for cross-border payments and asset 
securitisation. A new category, decentralised finance (DeFi) was also 
added to this year’s edition of the Singapore Blockchain Landscape 
Map. The addition reflects the numerous developments in blockchain 
projects announced by the financial services sector in 2020. Trade and 
supply chain management follows closely behind. Much of the growth 
has been driven by consortia and other collaborations between firms 
along the value chain to enhance process efficiencies and tackle fraud. 
Blockchain projects in some consumer-facing sectors have had their 
progress hampered by the impact of the COVID-19 global pandemic 
as internal resources were diverted to address near-term priorities. 
However, blockchain projects in core sectors like food and energy have 
continued largely unaffected. Additionally, some companies have pivoted 
towards using blockchain to address the challenges of contact-tracing 
and health certification as countries work towards resuming international 
travel safely.

Research relating to blockchain in Singapore also appears to be 
thriving in both quantity and quality, with contributions from both 
academic institutions and the private sector. Bibliometric analysis of 
blockchain-related research publications from the Web of Science 
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database reveals that Singapore ranks 15th globally in terms of its share 
of publications, placing Singapore 5th in the Asia-Pacific region (behind 
China, Australia, South Korea and Japan) and the 1st in the ASEAN 
region. For its size, Singapore has produced nearly 28 blockchain-
related publications per million resident population, one of the highest 
in the world. The high quality of blockchain research in Singapore is 
also notable. Singapore ranks 6th place globally among all blockchain-
related publications identified as highly-cited in their field by the Web 
of Science. Surprisingly, the average number of citations for blockchain 
publications from Singapore (12.23) is one of the highest in the world, 
significantly ahead of countries like the US (9.7).

Key academic institutions involved in blockchain research are the 
major autonomous universities such as the National University of 
Singapore (NUS), Nanyang Technological University (NTU), Singapore 
Management University (SMU) and the Singapore University of 
Technology and Design (SUTD). About 80% of blockchain-related 
publications from Singapore have co-authors from one of these 
institutions. From the private sector, large multinational corporations 
such as IBM, Ant Financial, and Visa Inc. and also smaller home-grown 
startups such as Zilliqa and Kyber Networks publish research on 
blockchain technologies.

Three core research themes can be identified: technological 
developments, achieving scalability, and building ecosystems. 
Research into technological developments covered areas such as digital 
currencies, privacy and cybersecurity, and smart contract security. 
Achieving scalability, as well as building ecosystems were also key 
research areas with topics covered like interoperability, incentives, 
governance, and legal issues.

Finally, this report also highlights the various initiatives in Singapore 
aimed at growing the blockchain ecosystem.  These different 
initiatives seek to grow the tech talent pool, support collaborations 
between academia and industry, and promote consortia to address 
common pain points. As successful deployments of blockchain 
technology become more prevalent with finance and logistics firms 
leading the way, growing awareness of blockchain’s use cases may well 
spur the diffusion of blockchain technology more widely throughout the 
rest of the economy.

Certain data included herein are derived from Clarivate Web of Science. © Copyright Clarivate 

2020. All rights reserved.
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INTRODUCTION

The 2019 Singapore Blockchain Ecosystem report,  jointly published by 

ConsenSys, the Infocomm Media Development Agency (IMDA), the Monetary 

Authority of Singapore (MAS) and Temasek, gave an overview of Singapore’s 

vibrant and diverse blockchain landscape. 

This year, the 2020 Singapore Blockchain Ecosystem report gives a qualitative 

overview of the key developments and trends in Singapore’s blockchain 

ecosystem. 



SECTION ONE

SINGAPORE BLOCKCHAIN 
ECOSYSTEM SURVEY
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SINGAPORE 
BLOCKCHAIN 
ECOSYSTEM SURVEY

Presented by PwC Singapore 

About the survey

In July 2020, PwC Singapore surveyed 

companies from across several industries 

and sectors to assess the developments of 

blockchain-related activities in Singapore. The 

survey provides insights into the current state 

of industry, and identifies emerging trends 

that may help in developing new initiatives to 

advance Singapore’s blockchain ecosystem.
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Survey respondents

Out of the companies surveyed, 70% are headquartered in Singapore. Companies that define 

blockchain as their primary product or service in the region appear to have been established for a 

relatively shorter period compared to the wider FinTech scene in general, with 44% of them starting 

operations over the past year (Exhibit 2). Mature blockchain-related companies operating for over 

five years account for just 4%, with 41% of the survey respondents having revenue over S$1 million 

(Exhibit 3). 43% described blockchain as their primary solution, while 40% noted that blockchain 

complements their primary products and services portfolio (Exhibit 4). 

Exhibit 3: 
What is your company’s annual turnover?

Exhibit 2: 
How long has your company been 
established?

Exhibit 1: 
Which of the following best 
describes your company?

Start-up
59%

Large Corporation
18%

Venture Capital / 
Investment
4%

Small to Medium 
Enterprise
16%

Other
2%

43%
Say that blockchain is their 
primary solution 

Exhibit 4: 
How do you describe your organisation’s current involvement with 
blockchain?

6%
Are not involved with 
blockchain yet

40%
Consider blockchain their 
secondary solution

11%
Are researching into or 
considering blockchain solutions

<1 year 

1-2 years 

3-5 years 

>5 years 

0% 10% 20% 30% 40%

Note: the numbers 
in the tables and 

Note: 
The numbers in the tables and charts may not add up to stated total or 100% due to rounding.

https://www.pwc.com/gx/en/industries/financial-services/assets/pwc-global-fintech-report-2019.pdf
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KEY FINDINGS:

Businesses are optimistic about 
blockchain growth in Southeast Asia 

70% of respondents are headquartered in Singapore, with 

a further 4% headquartered in another Southeast Asian 

country. Those outside the region included companies 

with headquarters in Europe (Switzerland, Netherlands, 

Luxembourg, Germany Geneva and the UK), USA, and India.

Nearly half the survey respondents believe blockchain 

technology growth will accelerate with more applications and 

opportunities, while 22% expect growth to be at a stable rate 

over the next 3-5 years (Exhibit 5). 

Of the companies surveyed, most are optimistic about 

blockchain industry growth. Of those which expressed 

optimism about the industry’s prospects, 80% are 

headquartered in Singapore. One in five survey respondents 

believe that blockchain will come into mainstream solutions.

Exhibit 5: 
What do you think the outlook for blockchain will be in Singapore in the next 
3 to 5 years?

45%
Of respondents 
believe that blockchain 
growth will accelerate, 
with more applications 
and opportunities

Growth will continue 
at a stable rate 
(22%) 

Blockchain will come 
into mainstream 
solutions 
(20%)   

Other technologies 
will progress quicker 
into mainstream 
(12%) 
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Singapore is among the territories considered 
as blockchain leaders

Unsurprisingly, the United States and China are 

considered the top 2 destinations for blockchain 

activities and thought leadership. Of the companies 

surveyed, 53% included Singapore in their list of 

blockchain leaders. Singapore remains a key hub and 

is ranked amongst the leading countries for blockchain 

in the Asia Pacific region.

Blockchain is among top 
three technology trends for 
Singapore in 2021

An overwhelming majority of surveyed respondents 

(91%) believe artificial intelligence & automation 

tops technology trends in Singapore for 2021. This 

is followed by blockchain (70%), and autonomous 

technology / IoT (64%) (Exhibit 7).

Exhibit 7: 
What, in your opinion, are the top 3 
Technology Trends in Singapore for 2021?

Artificial Intelligence & 
Automation
91%

Blockchain
70%

Big Data 
4%

Autonomous 
Technology / IOT
64% 

Human Augmentation
9%

Other
11%

1

2

3

4

5

6

Exhibit 6: 
In your opinion, what territories are blockchain leaders?

68% 
China

13% 
Japan

11% 
Hong Kong

55% 
Singapore

81% 
United States

62% 
Europe

4% 
Australia

9% 
India
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Technology and financial 
services are pioneers in 
adopting blockchain

Companies in traditional industries are under-

represented in blockchain technology adoption, 

while financial services and software providers 

pioneer blockchain adoption in Singapore. 

Across the different types and sizes of the 

companies surveyed, the majority belong to 

the technology/software solutions sector 

(60%) (Exhibit 8). A fair number of them (21%) 

are associated with blockchain in the financial 

services sector, while the others cater to 

professional services (9%), industrial products 

& manufacturing (2%) and retail & consumer 

products (2%). The maturity and understanding 

of blockchain technology is still at a relatively 

nascent stage. Consequently, most companies 

in traditional industries have not taken significant 

steps in using blockchain for their business.  

Exhibit 8: 
Which of the following best describes your company’s 
primary industry?

Exhibit 9: 
What is the current 
fundraising status of your 
company?

Exhibit 10: 
Where does most of 
your fundraising come 
from?

Singapore, 48%

SEA Region, 13%

Silicon Valley,  8%

Other, 40%

Blockchain projects are 
progressing towards more 
mature funding stages

Of the blockchain companies headquartered in 

Singapore, 37% have seed funding and 27% have 

Series A funding. Two-thirds of those who are 

at the seed funding stage obtained their funding 

from Singapore, and more than three quarters of 

those who are at Series A funding stage derived 

their funding from Singapore. Others included 

crowdfunded and publicly listed companies. 

45%
Technology 
provider /Software 
solution 

9% Professional Services

2% Industrial Products 
& Manufacturing 

2% Retail & Consumer 
Products

6% Other

21%
Financial Services  
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More projects 
progressing towards full 
scale production 

The majority of blockchain initiatives in 

the region have moved into the pilot stage 

(70%), with only 36% in the experimentation 

phase, while 13% are already in full scale 

production or being deployed (Exhibit 11). 

Exhibit 11: 
What stage 
of the 
development 
lifecycle best 
describes your 
blockchain 
projects and/or 
solutions?

Blockchains thrive when 
being leveraged for multiple 
integrated applications

When asked about applications of blockchain, 

asset tracking and traceability were selected 

most by 52% of respondents, followed closely 

by digital tokens. This reflects the growing trend 

of companies using blockchain for supply chain 

improvements. 

Interestingly, 30% of respondents selected 4 or 

more applications, suggesting that many of the 

applications for blockchain are interrelated. We 

see this particularly with digital currency and 

digital tokens where 93% of respondents that 

chose digital currency also chose digital tokens. 

Similarly, 52% of those that selected asset track 

and traceability also selected trade finance. This 

indicates that blockchain’s potential lies in how 

it can transform traditional workflows across 

different industries and organisational functions. 

Collaborative 
environments encourage 
the adoption of blockchain

Blockchain activity appears to thrive in 

collaborative environments. This is reflected 

in the high rates of membership in industry 

consortiums and the prevalence of public-private 

partnerships in blockchain applications. In fact, 

involvement with industry consortiums is the 

norm for blockchain firms (55%), with only 17% 

Exhibit 12: 
Which of the following best describes your Blockchain 
applications/ use case(s)? (May select multiple)

70%

36%

13%

9%
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of firms not in a consortium but are actively looking to join one. Only a minority 

(4%) used to be members of a consortium and have since left. The most 

popular form of blockchain applications are a hybrid of public and private 

networks (Exhibit 13). 

Exhibit 13: 
For your organisation’s blockchain applications / use case(s), how do you structure 
governance and network access? 

Exhibit 14: 
Which of the following best describes your organisation’s involvement with a block-
chain industry consortium? 

Lack of awareness is a top barrier to 
using blockchain 

Of the respondents that are not currently engaged in blockchain initiatives, 

the majority (77%) believe that more awareness on its applications and use 

cases would encourage their organisation to consider using blockchain 

technology (Exhibit 15). For blockchain to gain traction among firms, the 

diverse applications and use cases of blockchain need to become more 

visible to the wider community. This can be done through management 

education and experimenting with blockchain solutions in daily operations, 

such as for customer loyalty programs, or digital identity. 

In addition, 48% cited the need for increased regulations and guidance as a 

barrier to adoption. Despite Singapore’s supportive regulatory environment 

for blockchain innovations, perhaps greater engagement is required with 

firms’ on the regulatory frameworks and boundaries that govern various 

blockchain use cases. 35% also cited greater access to the required talent 

as also imperative to boosting the adoption of blockchain technology. 

 

Exhibit 15: 
Are there any external 

factors that you believe 
would encourage your 

organisation to consider 
using blockchain 

technology? 

77%
believe that more aware-
ness on its applications 
and use cases would 
encourage their organi-
sation to consider using 

blockchain technology

48%
believe that increased 

regulation and guidance 
would encourage their 

organisation to consider 
using blockchain technology

35%
believe that greater access to 
talent would encourage their 
organisation to consider using 

blockchain technology

11% 
believe in other means

Hybrid: A combination of both Private & Public Networks

Private: Runs on a private blockchain technology stack

Private: Runs on a public blockchain technology stack

I am unaware of the governance structure

Never been a member 

We are seeking opportunities to join a consortium

Current, active Member

Current member, not active

Current member with driver role

Former member

0% 20% 40% 60%

0% 15%5% 20%10% 25%
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SECTION TWO

BLOCKCHAIN ECOSYSTEM 
DEVELOPMENT 



18BLOCKCHAIN ECOSYSTEM DEVELOPMENT 

The Value of Ecosystems
A Vibrant Innovation Network. 

Innovation tends to thrive in clusters. From 

Silicon Valley in San Francisco to Singapore’s 

Block 71, networks of incubators, accelerators, 

and firms help germinating ideas grow into 

reality. Much of innovation really depends on 

the quality of the ecosystem needed to nurture 

it. Famed for its “garden city” philosophy, the 

Singapore government pays considerable 

attention towards shaping the city-state to 

becoming a hub for technological innovation 

in the Southeast Asian region. 

Singapore has been ranked as Asia-Pacific’s 

most innovative nation for the seventh year 

running. The annual Global Innovation Index 

co-authored by the World Intellectual Property 

Organisation (WIPO), Cornell University and 

INSEAD, ranks 131 economies according to their 

capacity for, and success in innovation. 

Singapore’s political stability, 
ease of doing business, policy-
making effectiveness, and 
highly-educated labour pool 
have traditionally kept it high 
on the Index’s rankings.

Together with the government’s push to 

develop Singapore into a “Smart Nation” since 

2014, the innovation ecosystem supporting 

the deployment of frontier technologies like 

blockchain has allowed new ideas to thrive.

BLOCKCHAIN ECOSYSTEM DEVELOPMENT 

https://hbr.org/2019/11/why-your-organization-needs-an-innovation-ecosystem
https://hbr.org/2019/11/why-your-organization-needs-an-innovation-ecosystem
https://www.nationalgeographic.com/environment/urban-expeditions/green-buildings/green-urban-landscape-cities-Singapore/
https://www.straitstimes.com/singapore/singapore-retains-top-spot-as-asia-pacifics-most-innovative-nation
https://lkyspp.nus.edu.sg/docs/default-source/case-studies/singapores-smart-nation-initiative-final_112018.pdf?sfvrsn=354e720a_2
https://lkyspp.nus.edu.sg/docs/default-source/case-studies/singapores-smart-nation-initiative-final_112018.pdf?sfvrsn=354e720a_2
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Accelerating Startups 
Supporting new venture creation. 

Accelerators play an important role in innovation 

clusters around the world. They spur the adoption 

of new ideas by putting entrepreneurs through 

intensive periods of learning and iteration. This 

produces higher quality products and services 

that are more likely to find traction, receive 

funding, or get acquired. Good accelerators are 

also magnets for attracting venture capital and 

entrepreneurial financing to an ecosystem as 

fund managers seek higher quality dealflow. 

Several blockchain accelerator programs here 

have since seen several batches of startups 

come through their doors. Over the course of 

four batches, Tribe Accelerator has helped local 

startups across diverse industries to grow their 

innovative blockchain use-cases in collaboration 

with various government entities and corporates. 

In late 2020, blockchain accelerator LongHash 

Ventures announced a new partnership with 

Filecoin for an accelerator program .

Other accelerators are built around specific 

protocols or industry-specific use cases. Zilliqa, 

a Singapore-grown, high-performance and 

high-security blockchain platform announced 

the second cohort for its ZILHive Accelerator 

programme. The accelerator is aimed at 

supporting early and late-stage startups in using 

the Zilliqa protocol to build blockchain solutions 

for Open Finance (OpFi) - from digital asset 

exchanges to stablecoins.

Although young, these blockchain accelerators 

have made notable strides in nurturing 

blockchain startups in Singapore. In 2019, 

Crunchbase listed Tribe as one of the leading 

accelerators in Asia. Its portfolio startup has 

successfully raised more than S$50 million in 

follow on funding in just under 2 years, while 

LongHash Ventures startups has raised over 

S$20 million till date.

https://journals.aom.org/doi/abs/10.5465/ambpp.2015.17072abstract
https://journals.aom.org/doi/abs/10.5465/ambpp.2015.17072abstract
http://www.seedrankings.com/pdf/accelerators-and-regional-suppy-of-vc-investment.pdf
https://about.crunchbase.com/blog/100-startup-accelerators-around-the-world/
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Blockchain technologies like distributed ledgers 

and smart contracts are ideal for fostering 

collaboration between organizations. Platforms 

to encourage dialogue and collaboration 

between key stakeholders are needed to 

nurture blockchain projects across various 

sectors. 

To foster industry networking and idea sharing, 

OpenNodes and Temasek co-hosted multiple 

industry roundtable sessions in 2020. These 

roundtables enabled field experts from various 

global organisations to discuss their use of 

blockchain in areas such as agrifood, data, 

supply chains, digital currency, digital identity, 

and others. Participating companies included: 

Bank of Singapore, Ferrero, foodpanda, IBM, 

IMDA, Munich Re, Nestle, SGX, Shopee,   

Temasek, Ubisoft, and Unilever. 

To promote the adoption of blockchain within 

FinTech stakeholders across ASEAN, Zilliqa 

has launched the ZILHive Open Finance 

(OpFi) consortium. The consortium will consist 

of Zilliqa Research, Xfers, Elliptic, Switcheo 

Network, XanPool, and Magic, together with 

the eight startups participating in the ZILHive 

Accelerator. The firms in the consortium hope 

to work together on blockchain projects within 

the OpFi space.

Industry Roundtables 
Bridging Key Stakeholders. 
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As with natural ecosystems, the complex 

networks supporting innovation clusters aren’t 

always as visible to the passing observer. In a 

world increasingly defined by data, visualization 

is an important part of giving form to intangible 

ideas and concepts - like the ecosystem of 

technological innovation. 

The Singapore blockchain landscape map is 

part of IMDA’s efforts to promote awareness 

of the different areas of blockchain technology 

adoption in Singapore. It is co-developed by 

IMDA and OpenNodes, and was first published 

in October 2019. This landscape map is 

categorised into major sectors and provides 

a visualisation of blockchain usage in various 

industries. 

Ecosystem Map 2020 
Visualising Blockchain Developments in Singapore. 
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In 2020, Singapore’s blockchain ecosystem has 

made progress, and the refreshed landscape 

map features new players and initiatives. A 

new category, decentralised finance (DeFi) 

was added this year to reflect the numerous 

developments in blockchain projects 

announced by the financial services sector this 

year.

The landscape has also expanded considerably 

in size. There are 234 entities represented 

across 26 categories on the 2020 landscape 

map. Singapore’s blockchain landscape 
map has grown more than 50% from 2019, 
with 91 more companies represented now 
versus last year.

https://www.imda.gov.sg/-/media/Imda/Images/Content/Programme/Singapore-Blockchain-Landscape-Map/EcosystemMap2020-MidRes.pdf
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Connecting to Global Ecosystems  
Linking Innovation Clusters.

As a small but strategically-located trading hub, 

Singapore’s economic growth story has historically been 

tied to broader global macroeconomic trends. Booming 

European demand for spices from the East drove a frenzy 

of colonial development in 19th century Singapore. During 

the 1920s, surging global demand for tin and rubber during 

the Industrial Revolution fueled another wave of growth 

for Singapore. Supporting services in banking, shipping 

and law developed to eventually define Singapore’s 

significance as an international financial services centre 

in Asia. As the world enters the fourth industrial revolution, 

Singapore’s continued prosperity similarly depends on 

its linkages to other global innovation clusters elsewhere.

Government-to-government (G2G) 
cooperations between analogous 
public service bodies have been 
instrumental in connecting blockchain 
ecosystems between Singapore and 
other major economic hubs.

As early as 2017, the central banks of Hong Kong and 

Singapore agreed to cooperate on a cross-border trade 

project based on blockchain technology as part of a 

broader joint strategy on financial technology. 

Private initiatives also link blockchain innovation 

clusters here with their overseas counterparts. For 

instance, OpenNodes has struck several cross-border 

partnerships to share knowledge about blockchain use-

cases and learnings. Some of these global engagements 

include the Dutch Blockchain Coalition Partnership, 

collaborating with Dubai International Financial Centre 

(DIFC) and engaging in the Chong Qing Blockchain 

Alliance.

https://www.roots.sg/-/media/Roots/Images/resources/videos/historia-sg/historiasg-lecture-4-summary-report.pdf?la=en&hash=47BC436528C5D13ED0599D6832710FE346819074
https://www.straitstimes.com/singapore/gardens-rubber-research-a-key-factor-for-accolade
https://www.straitstimes.com/singapore/gardens-rubber-research-a-key-factor-for-accolade
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Deepening Technical 
Capabilities
Translating Blockchain Research to Industry.

As Singapore continues to thrive in the digital 

economy, the reliance on sharing of knowledge, 

technologies and the need to innovate and 

build new capabilities will inevitably increase. 

Since 2019, there has been substantial growth 

in the Singapore blockchain ecosystem, with 

more industry players leading blockchain 

developments in different sectors. To further 

deepen technical capabilities within the 

ecosystem, IMDA, Enterprise Singapore (ESG), 

and the Monetary Authority of Singapore 

(MAS), hosted by the National University of 

Singapore (NUS) and funded by the National 

Research Foundation (NRF), launched the 

Singapore Blockchain Innovation Programme 

(SBIP). It aims to develop blockchain technology 

research capabilities and to translate these into 

applications through collaboration with industry . 

Through SBIP, academia and research institutes 

can collaborate with industry players to develop 

new commercial value propositions of blockchain 

technology. This programme seeks to bridge the 

gap between basic research often conducted in 

universities, and commercially-driven research 

which private firms may lack the in-house 

capacity to carry out.

Governance & Regulatory 
Frameworks 
Regulatory Clarity in an Emerging Space

Innovation often moves faster than regulation 

can keep up. However, that has not stopped 

Singapore’s regulators from trying to remain 

nimble. As early as 2016, Ravi Menon, Managing 

Director of the MAS explained the three principles 

underlying Singapore’s regulatory approach to 

innovation: regulators must not stifle innovation 

prematurely but instead “run alongside” new 

developments. This has proven to be instrumental 

in how companies decide where to house their 

blockchain operations. For instance, Ripple Labs’ 

CEO Brad Garlinghouse announced that it had 

shortlisted several countries to move to should the 

blockchain payment services company decide to 

leave the US amid a lack of regulatory clarity there. 

The list included Singapore, Japan, Switzerland, 

the UK and the United Arab Emirates as potential 

destinations. 

“The common denominator between all of them is 

that their governments have created a clarity about 

how they would regulate different digital assets, 

different cryptocurrencies,” he explained. In an 

interview with Bloomberg Television, Ripple’s CEO 

explained the importance of regulatory certainty 

https://sbip.sg/
https://sbip.sg/
https://sbip.sg/
https://sbip.sg/
https://www.businesstimes.com.sg/banking-finance/blockchain-firm-ripple-considers-japan-singapore-if-it-leaves-us
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to innovators. “...we also need regulatory clarity in 

order for us to invest and grow the business”, he 

said. In Singapore, existing laws and regulations 

have been continually updated or clarified 

to provide clarity and enable compliance for 

blockchain industry participants.

This has cultivated an innovation-
friendly legal regime in Singapore 
that provides institutional 
support for investors, enterprises 
and consumers by introducing 
clear rules and compliance 
obligations.

The Financial Advisers Act (FAA) and the 

Securities and Futures Act (SFA) are the 

main pieces of legislation governing financial 

advisers, activities and institutions in the 

securities and derivatives industry.  They have 

expanded the scope of capital market products 

to include digital tokens, subjecting crypto-

related businesses to the same regulatory 

and licensing terms as traditional capital 

markets products. As blockchain protocols and 

applications increasingly involve the use of 

digital tokens carrying contractual and financial 

rights, enhanced consumer protection must 

be balanced with fostering innovation. These 

measures protect consumers from fraudulent 

practices and maintain trust in Singapore’s 

financial markets, while enabling compliance 

for new financial actors who use emerging 

technologies like digital currencies. 

The introduction of the Payment Services Act 

(PS Act) this year further established a flexible 

framework for the regulation of payment systems 

and payments service providers in Singapore. 

Under this Act, companies must obtain a license 

for providing payment services, which includes 

digital payment token (including digital currency) 

services. 

Both the SFA and PS Act contain various anti-

money laundering and counter-financing 

of terrorism (AML/CFT) regulations, which 

effectively address risks arising from virtual assets, 

due to the anonymity, speed and cross-border 

nature of digital transactions. Taken together, 

these regulations help to protect investors and 

consumers, creating confidence and bolstering 

trust in a business-friendly financial hub.

https://www.mas.gov.sg/regulation/acts/financial-advisers-act
https://www.mas.gov.sg/regulation/acts/securities-and-futures-act
https://www.mas.gov.sg/regulation/acts/payment-services-act
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GROWING THE NEXT GENERATION OF TECH TALENT

Engaging Students

Blockchain has attracted significant interest 

amongst younger Singaporeans owing to rapidly 

growing adoption among firms and the popularity 

of digital currencies to a new generation of digital 

natives.  University blockchain clubs have been 

formed in the country’s major universities – including 

the NUS FinTech Society, Blockchain@NTU, 

SMU Blockchain Club and 3DC at the Singapore 

University of Technology and Design (SUTD). These 

student clubs hope to create communities where 

like-minded students can gather to learn more 

about the technology, and tap on opportunities to 

enhance their skills to kickstart their career in this 

field.

Leaders of these student clubs have organised 

various events such as blockchain hackathons, 

workshops and events featuring tech leaders in 

the field to provide their members with greater 

exposure to blockchain projects and industry 

insights. For instance, the SMU Blockchain Club 

holds an annual Blocknight that brings together 

experts from the blockchain landscape such as R3, 

Tribe, EY, GovTech, and Zilliqa amongst others, to 

share their experiences with this frontier technology.

However, according to a survey conducted with 

club leaders, these local university clubs operate 

in silos and often have difficulty engaging in more 

https://www.fintechsociety.comp.nus.edu.sg/
https://clubs.ntu.edu.sg/ntublockchain/
https://www.smublockchain.com/
https://sites.google.com/view/digitaldevs/about-us
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industry-related activities and projects with 

companies.

To encourage greater collaboration among 

students from different tertiary institutes and 

nurture the next generation of tech talent, the 

OpenNodes Campus Collective was developed. 

It  aims to build a community of students in tech 

and provide them with practical opportunities to 

engage in innovation. This initiative will also help 

bridge the tech talent gap by providing industry 

immersion opportunities, like the IBM Technology 

Practicum and the Cargill Blockchain Practicum.  

These practicums select top talents from 

academic institutes to form student consulting 

groups to work on industry projects alongside 

experts from leading global organisations.

This year, the Campus Collective has started to 

bridge connections between WeBank and local 

tertiary institutions. WeBank and Forms Syntron 

explored a solution to hasten post COVID-19 

reopening by mentoring a cross-university 

team to develop a decentralised, private contact 

tracing solution. Through the mentorship 

and guidance from these experts, the cross-

university team built a functioning prototype 

that was also submitted and shortlisted for the 

GovTech Singapore’s COVID-19 idea sprint.

Training Developers

One strategy to ensure the longer-term flow of 

tech talent is to engage the student community. 

But it is also critical to build up a larger tech talent 

pool of developers qualified to build blockchain 

applications today.  This is critical to blockchain 

adoption in industries. Singapore suffers from 

a tech talent shortage. While the high salaries 

software developers command is a boon to tech 

workers, it directly translates to a high cost of 

building and deploying new technologies. That 

can severely limit the rate at which innovative 

applications are built and deployed in private 

industry. According to Deloitte’s 2019 Global 

Blockchain Survey of 1386 global companies, 51% 

cited cost savings as a key metric in measuring 

blockchain business case results. Increasing the 

https://campus.opennodes.com/
https://campus.opennodes.com/
https://www.webank.com/#/home
http://www.formssi.com/
https://www.straitstimes.com/business/tech-talent-shortage-shows-up-in-job-mismatches
https://www2.deloitte.com/content/dam/Deloitte/se/Documents/risk/DI_2019-global-blockchain-survey.pdf
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supply of blockchain-capable developers can 

lower the cost barrier to adopting blockchain-

based technologies.

To meet this need, numerous coding schools 

and academies have emerged in recent 

years. They offer short, intensive courses aimed 

at equipping developers and professionals with 

the technical knowledge and skills to hit the road 

running.

For instance, global blockchain protocol 

companies such as R3 and ConsenSys have 

engaged in efforts to develop a pipeline of 

talent who will be proficient in working with their 

blockchain protocols. R3 offers programming 

courses and bootcamps for blockchain 

beginners and more experienced developers 

to learn app development on both Corda and 

Corda Enterprise.  ConsenSys launched the first 

cohort of its ConsenSys Academy Developer 

Program in 2017 which received over 1,300 

applicants from a global pool of 95 countries 

worldwide during its two-month application 

window – attesting to the interest in, and demand 

for Ethereum education. Following their success, 

they will be launching several blockchain training 

courses in Singapore, available with financial 

support through IMDA and CITREP+ for qualified 

applicants.

While these blockchain courses that train 

developers in technical skills exist in the market, 

there remains a prevalent talent gap in the deep 

tech industry.  Graduates and young developers 

still have difficulty landing technical jobs due to 

their lack of industry experience, and the different 

technical skills each company may require.

To bridge this gap, a new educational institute, 

Tribe Academy, works with aspiring developers 

looking to propel their career in deep tech 

areas like blockchain and machine learning. 

Tribe Academy hosts programmes that provide 

graduates with industry-ready capabilities to 

meet the hiring requirements of employers. These 

programmes offer students the opportunity to 

work on real industry projects, mentorship from 

technical experts from top-tier tech companies 

and short apprenticeships with their network of 

hiring partners.

https://www.prnewswire.com/news-releases/consensys-academy-launches-first-global-blockchain-program-300494651.html
https://pages.consensys.net/singapore-training
https://tribex.co/academy/about/
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Other coding s chools are centered 

around specific programming languages. 

Ngee Ann Poly technic,  Indorse, and 

OpenNodes  established GoSchool, the 

first Go Programming Language Academy 

in Singapore, supported by Skillsfuture 

Singapore. As Golang is a common language 

used by numerous blockchain companies 

across the region, the academy aims to equip 

Go developers with industry-ready skills to 

meet the demand for tech talent at companies 

like Shopee, foodpanda and Zalora.  

Upskilling Business 
Professionals

Professionals, managers, executives, and 

technicians (PMETs) are an important, but 

sometimes neglected segment of tech 

talent. Although armed with knowledge and 

experience in their specific industries, PMETs 

lack a background in technology, which can 

help them build their career in tech.

In Singapore, tailored courses also exist 

to help these business professionals 

better understand the technical aspects 

of blockchain. ZILHive Education, Zilliqa’s 

developer training school, is an example. 

Pa r t i c i pa nts  l e a r n  a b o u t  b l o c kc h a i n 

fundamentals through a business-centric 

programme designed for PMETs in the fintech 

industry, and dive into real-world business use-

cases, with a focus on Zilliqa’s smart contracting 

language, Scilla. Global technology companies 

such as IBM also offer blockchain courses suited 

for business professionals, providing them 

with knowledge on how to apply the technology 

to transform their businesses.

It is crucial to upskill this particular group 

of individuals and provide them with the 

knowledge to use blockchain technology 

appropriately, especially since they often 

have influence over the decision-making and 

direction of their companies.

https://www.goschool.sg/
https://zilhive.org/education/
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INDUSTRY-LED 
BLOCKCHAIN 
PROJECTS

Financial Services 

The finance sector is perhaps the leading 

adopter of blockchain technologies in 

Singapore. This is perhaps unsurprising 

considering that the earliest documented uses 

of ledgers have historically emerged from 

commerce. Similarly, blockchain use cases in 

Singapore’s financial services industry appear 

to be closely tied to its status as a trading hub.

Trade Finance
Financing trade has traditionally been heavily 

reliant on paper documents and manual 

processes. This has made trade finance not 

only beset by long processing times for letters 

of credit, but also fraud. These challenges map 

neatly to the core features that blockchain 

technology is well-suited to address. Banks 

are forming consortia among themselves to 

create blockchain-based platforms where 

they can collaborate to make processing 

credit applications faster, and detecting fraud 

easier. Blockchain-driven trade finance network 

Contour is led by R3 and comprises eight 

global banks – Bangkok Bank, BNP Paribas, 

CTBC, HSBC, ING, Standard Chartered and 

SEB.  It works with financial institutions to put 

letters of credit (LCs) on a distributed ledger. 

With their recent tie-up with local bank DBS, 

Contour has also pushed the network’s first fully 

digital end-to-end secured LC between several 

organisations in the mining value chain – Nanjing 

Iron & Steel, Singapore Jinteng International 

https://meridian.allenpress.com/ahj/article-abstract/16/2/107/176912/MEDIEVAL-TRADERS-AS-INTERNATIONAL-CHANGE-AGENTS-A?redirectedFrom=fulltext
https://www.gtreview.com/news/fintech/voltron-moves-into-full-commercialisation-rebrands-as-contour/
https://www.gtreview.com/news/fintech/voltron-moves-into-full-commercialisation-rebrands-as-contour/
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and Hope Downs Marketing Company. The solution enables 

greater collaboration between parties by providing access to 

real-time status updates at each step of the transaction, and 

also reduces trade document processing times for LCs by over 

90%. What used to take from 5 to 10 days can now be done 

under 24 hours.

Fraud is another key challenge in trade finance which banks 

are hoping blockchain can address. Within the year, three 

large commodities traders in Singapore collapsed: Hin 

Leong, Agritrade and ZenRock. In all three cases, banks have 

alleged fraud in connection with trade finance where forged 

or duplicated trade documents were used to secure financing 

with different banks. 

To tackle such attempts at duplicate financing, banks are 

hoping that blockchain can serve as a harmonised global 

record for the industry. In early October, DBS Bank and 

Standard Chartered announced that they would be leading 

a group of 12 other banks here to create a harmonised record 

of trade transactions financed across lenders in Singapore. 

The new Trade Finance Registry (TFR), taps on blockchain 

technology to provide an opportunity for multiple lenders to 

work together to overcome the industry issue of fraud and 

duplicate financing more effectively. 

Built on a platform developed by Singapore-based technology 

firm dltledgers using Hyperledger Fabric, it is now at proof-

of-concept stage following pilot testing that started in June. 

Details associated with trade documents are submitted to the 

platform, which can then determine whether financing is being 

sought multiple times using the same cargo. Such documents 

could include bills of lading, charter party bills of lading or letters 

of indemnity.

But rather than submit those documents in full, banks upload 

pre-agreed sets of information from those documents onto 

https://fintechnews.sg/42000/blockchain/contour-and-dbs-ties-up-in-a-push-for-blockchain-trade-finance/
https://www.businesstimes.com.sg/companies-markets/banks-in-singapore-tie-up-for-digital-trade-finance-registry-to-mitigate-fraud
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the platform. Data submitted includes the type 

of financing being sought, loading and vessel 

information and the identity of the exporter and 

importer. That information is encrypted and 

not visible to other participants, but rather sits 

within each bank’s own node in the network. 

The registry can then compare data uploaded 

by different banks, flagging up any indications 

that double financing is being sought on a single 

transaction but without sharing potentially 

sensitive data.

The proof-of-concept is supported by 

government innovation agency Enterprise 

Singapore, and endorsed by The Association 

of Banks in Singapore (ABS) which includes 12 

other banks such as ABN Amro, ANZ, CIMB, 

Deutsche Bank , ICICI,  Lloyds, Maybank , 

Natixis, OCBC, Rabobank, SMBC and UOB.

In August, Global eTrade Services (GeTS) 

announced a partnership with Singapore-based 

TranSwap, a cross border-payments platform, to 

launch the CALISTA TranSwap Pay. Targeted at 

SMEs in ASEAN, CALISTA TranSwap Pay has a 

suite of financial automation solutions to make 

cross-border payments easy and seamless. 

Features include automated credit assessment, 

dedicated customer service, fees transparency 

for easy reconciliation, and enabling businesses 

to manage and track their funds end-to-end in 

real time. 

Just a month later, Singapore-based Finaxar, 

announced a partnership with GeTS. Finaxar 

provides lending services to financial insti-

tutions, trade and e-commerce platforms 

using data-driven methods to provide tailored 

financing solutions for small businesses. The 

partnership will enable Finaxar’s users to 

access GeTS’ CALISTA™, a supply chain plat-

form that enables the coordination of logistics, 

compliance and finance activities across the 

ecosystem. 

Digital Currencies & Digital Assets
These  are other key areas in which blockchain 

technology is gaining traction. In July 2020, 

Project Ubin successfully concluded its fifth and 

final phase. Created by MAS in collaboration 

with J.P. Morgan and Temasek, it saw the 

development of a prototype  blockchain-based 

multi-currency payments network. The project 

https://meet.google.com/linkredirect?authuser=0&dest=https%3A%2F%2Fglobaletrade.services%2Fhappenings%2Fcalista-transwap-pay-solving-cross-border-payment-woes-smes
https://globaletrade.services/happenings/singapore-based-finaxar-provide-financing-solutions-calistatm
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was launched in 2016 by MAS with the support 

of the financial industry, and in its final phase 

MAS and partners engaged more than 40 

financial and non-financial firms to explore the 

potential benefits of the network.

The cohort of blockchain firms that participated 

in the final phase included Capbridge 

1exchange, Hashstacs, Digital Ventures, and 

Digital Asset. The different blockchain-based 

applications were able to integrate with the Ubin 

prototype network for transaction processing. 

As part of these efforts, MAS collaborated with 

IMDA to launch a multi-thematic Blockchain 

Challenge – “Growing and Connecting 

Blockchain Business Networks”. One of the 

themes in the Blockchain Challenge invites 

industry partners with commercial use cases 

to submit proposals to test out and use Project 

Ubin’s blockchain-based prototype for multi-

currency payments. 

JP Morgan, which was part of MAS’ Project 

Ubin, announced in October that its digital 

currency, JPM Coin, had been adopted by a 

large technology company for cross border 

payments. The dollar-backed stablecoin 

was originally announced in February 2019. 

In addition, the company also announced 

the creation of a new subsidiary, Onyx. Takis 

Georgakopoulos, JP Morgan’s global head 

of wholesale payments, told CNBC that it set 

up Onyx because “we believe we are shifting 

to a period of commercialization of those 

technologies, moving from research and 

development to something that can become 

a real business.”

In 2020, JP Morgan launched Onyx as a new 

business unit within its wholesale payments 

division. Coin Systems, one of the four divisions 

within Oynx, is based primarily in Singapore, and 

built by a team of 20 professionals that were also 

supporting Project Ubin.  In November, the bank 

appears to be actively hiring both junior and 

senior positions to grow the team in Singapore.

Separately, Xfers, a Major Payment Institution 

https://www.jpmorgan.com/solutions/cib/news/digital-coin-payments
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(“MPI”) licensed by the MAS for e-money 

issuance, recently announced the release of 

XSGD - a Singapore dollar stablecoin. Each 

XSGD token is fully backed one-for-one by SGD 

bank deposits and represents one SGD. Under 

its licence, Xfers can mint unlimited amounts 

of XSGD tokens as long as the corresponding 

money is safeguarded in segregated accounts 

with a fully regulated MAS-approved bank. 

XSGD tokens are available on both Ethereum’s 

protocol as an ERC-20 token and Zilliqa’s 

protocol as a ZRC-2 token.

Digital assets is another growth area where 

even traditional capital markets players are 

looking to leverage blockchain technology 

to tokenize securities such as bonds and 

private equities. In September, the Singapore 

Exchange (SGX) worked together with HSBC 

Singapore and Temasek to complete its first 

digital bond issuance. The project successfully 

replicated a S$400 million 5.5-year public bond 

issue and a follow-on S$100 million tap of the 

same issue by Olam International. This was 

Asia’s first syndicated public corporate bond, 

and marks the first step towards wider use of 

smart contracts and DLT for the Asian bond 

market. 

SGX used DAML, a smart contract language 

created by Digital Asset, to model the bond 

and its distributed workflows for issuance 

and asset servicing over the bond’s lifecycle. 

SGX’s solution uses smart contracts to capture 

the rights and obligations of parties involved 

in issuance and asset servicing, such as 

arrangers, depository agents, legal counsel 

and custodians. The digital bond used HSBC’s 

https://markets.businessinsider.com/news/stocks/xfers-announces-the-public-release-of-singapore-dollar-stablecoin-xsgd-on-its-platform-1029647105
https://www.straitstimes.com/business/companies-markets/sgx-completes-pilot-digital-bond-for-olam
https://www.straitstimes.com/business/companies-markets/sgx-completes-pilot-digital-bond-for-olam
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on-chain payments solution which allows for 

seamless settlement in multiple currencies 

to facilitate transfer of proceeds between the 

issuer, arranger and investor custodian.

The pilot demonstrated how blockchain could 

streamline processes for issuers, underwriters, 

investors and ecosystem participants across 

primary issuance and asset servicing. Key 

efficiencies observed within the pilot include 

timely ISIN (identifier) generation, elimination 

of settlement risk (for issuer, arranger and 

investors), reduction in primary issuance 

settlement (from 5 to 2 days) as well as 

automation of coupon and redemption payments 

and registrar functionality. 

Accompanying this growth in digital currencies 

and assets, other companies providing ancillary 

services have emerged. Headquartered in 

Singapore, Merkle Science provides blockchain 

transaction monitoring and intelligence solutions 

for digital-asset service providers, financial 

institutions and government agencies to detect, 

investigate and prevent money laundering, 

terrorist financing and other criminal activities. 

Propine, a digital asset custodian, entered into 

MAS’s regulatory sandbox in 2019.  Propine 

was granted the first Capital Market Services 

licence in Singapore to provide independent 

digital asset custody services.

https://merklescience.com/
https://www.businesstimes.com.sg/garage/news/digital-securities-services-provider-propine-enters-mas-fintech-sandbox
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Food Industry

Food is a major part of the Singapore landscape. 

Not only in terms of the dizzying array of cuisines 

and culinary innovations available throughout 

the island, but more importantly because 

of the strategic role it plays in Singapore’s 

economy. Being a small yet largely urbanized 

island means that over 90% of the country’s 

food is imported from around the world - from 

neighbouring Thailand and Indonesia, to as far 

away as Argentina and Uruguay. Against this 

backdrop, innovation along the food supply 

chain has been a common theme among the 

emergent blockchain applications in Singapore’s 

food and beverage landscape.

Revolutionising Food Safety with 
Blockchain Innovation

An emerging theme is innovation to improve food 

safety and tackle food fraud. With blockchain’s 

ability to track and trace ownership records, and 

its tamper-resistance, this technology could 

play a significant role in addressing these issues 

that plague food systems globally. According 

to the World Health Organisation, an estimated 

600 million — almost 1 in 10 people globally 

— fall ill after eating contaminated food and 

420,000 die every year. To tackle this problem, 

local blockchain companies such as DiMuto and 

veriTag have developed solutions to digitise the 

food supply chain and enable a more secure 

and efficient system for different stakeholders.

Agri-food trade platform DiMuto works with 

packing houses and producers from across 

8 countries including the US, China, Australia, 

Thailand, and Colombia, to create digital twins 

for physical agrifood products at the supply 

chain’s upstream through industry-standard GS1 

QR Codes. Their track and trace solutions allow 

for greater visibility across the supply chain from 

farm to table. The improved data integrity can 

enable swift food recalls, and ensure that the 

highest food safety standards and quality are 

maintained. 

End consumers can also scan the QR codes 

on the product labels using their mobile phone 

https://wits.worldbank.org/CountryProfile/en/Country/SGP/Year/LTST/TradeFlow/Import/Partner/by-country/Product/16-24_FoodProd
https://www.who.int/news-room/fact-sheets/detail/food-safety
https://www.gs1au.org/resources/standards-and-guidelines/barcodes-and-rfid/gs1-qr-code
https://www.gs1au.org/resources/standards-and-guidelines/barcodes-and-rfid/gs1-qr-code
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theme in the Singapore food space. The ability to 

share information among different stakeholders 

along the value chain makes it easier to identify 

lapses in real-time, rectify discrepancies 

between transactions quickly, and streamline 

operational processes. For instance, DiMuto’s 

blockchain-powered trading platform provides 

greater visibility about where food shipments 

come from, and resolves trade disputes among 

different stakeholders in the food system. This 

can improve coordination and trust between 

partners, and allow more efficient product 

shipments.

Global food giant, Cargill ,  also recently 

launched Splinter, their own open-source 

platform for secure and private distributed 

applications. In October, Cargill collaborated 

with the OpenNodes Campus Collective to 

host a blockchain technology practicum in 

Singapore where college students worked with 

where they can access the product origin 

information retrieved from the blockchain. 

Educational information like recipes and 

videos, as well as promotions can also be found, 

allowing food producers to market directly to 

end consumers. Consumers can also leave 

feedback on their produce, allowing suppliers to 

glean important information about the product 

quality and consumer trends. 

In August,  the company announced a 

partnership with Jupiter Group, a global fruit 

grower and supplier, to deploy blockchain 

traceability for the group’s core range of 

produce. Jupiter Group farms and supplies 

new and traditional varieties of grapes and 

citrus alongside melons, pineapples, limes, 

avocados and kiwi grown in countries around 

the globe including India, Greece, Colombia, 

Spain, South Africa, Morocco, Costa Rica and 

more. An estimated total of 10 million cartons or 

nearly 500 million individual pieces of fruit will be 

tracked and traced on the DiMuto blockchain 

platform. 

Reducing Food Supply Chain 
Inefficiencies & Building Trust

Using blockchain to enhance the food value 

chain by reducing operational inefficiencies and 

establishing models of trust is another recurring 

https://github.com/Cargill/splinter
https://campus.opennodes.com/industry-practicum-cargill/
https://campus.opennodes.com/industry-practicum-cargill/
https://dimuto.io/resources/dimuto-secures-partnership-with-the-jupiter-group-to-deploy-blockchain-traceability-as-part-of-global-expansion-plans/
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Cargill’s experts to optimise port orchestration 

to improve arrival and departure accuracy for 

Cargill’s shipping operations. Students were able 

to prototype a blockchain solution to mitigate 

shipping delays in a trustless manner using 

Splinter.

As with the interbank consortiums, the benefits 

of industry collaborations are evident in the food 

industry too. The Splinter platform was built on 

Hyperledger Grid, an ecosystem of reusable, 

open-source digital tools that developers can 

work with to build products, prototypes and 

applications that address food supply-chain use 

cases, including traceability, food safety, trade 

settlement and more. Hyperledger Grid builds 

upon the Hyperledger Sawtooth project, originally 

contributed to The Linux Foundation by Intel and 

maintained by Cargill, Bitwise IO, Intel and others. 

The project is supported by other companies 

that, like Cargill, see its advantages for food and 

agricultural supply chains.

Consumer Retail

While blockchain technology has predominantly 

been used for enterprise-level applications in 

Singapore such as supply chains and financial 

services, consumer-facing applications have 

also emerged. Innovative Singapore companies 

are using blockchain to find new ways to create 

customer loyalty.

Bringing Value Back to Consumers & 
Elevating the Consumer Experience

Several companies in the retail sector have 

engaged in interesting blockchain innovations 

that are aimed at creating brand loyalty. 

Marketing tech startup Aqilliz aims to use 

blockchain to create greater value for consumers 

by implementing more useful loyalty programs. 

As part of IMDA’s Blockchain Challenge, Aqilliz 

partnered with MyRepublic, a regional internet 

and telecommunications company, to launch 

MyRewards, a blockchain-based loyalty and 

rewards platform. Loyalty points that are earned 

by MyRepublic users can be redeemed at any 

of the company’s retail outlets through an in-app 

QR code system. This enables consistent 

system integration and transparent reward 

reconciliation. The initiative also explored the 

possibility of a PointSwap across different 

loyalty programs, where loyalty points could be 

transferred to and redeem rewards from another 

program (eg. Loyalty points from Grab can be 

transferred to Zalora’s loyalty program). 
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Sustainability is also an area in which blockchain 

innovations can be found, as greater attention 

is being cast on environment-related risks. 

Companies have started to explore how 

blockchain can be used to tackle sustainability 

challenges as Singapore remains committed to 

meeting the UN Sustainable Development Goals 

by 2030, with efforts like the launch of the Zero 

Waste Masterplan 2019. 

A winning project for IMDA’s 2020 Blockchain 

Challenge hopes to connect off-take recovery 

manufacturing to enable a zero-waste economy. 

Orobo is a partnership between Chemistry, So 

Now, and Kryha to develop a public blockchain 

platform that tracks the provenance and quality 

of production inputs along the value chain. The 

platform is a joint effort to achieve ‘circularity’ 

via digital badges that indicate compliance of 

materials or products to specific trade standards. 

Orbo also aims to create digital representations 

of physical goods to track the state of every unit 

of material or product throughout its life cycle. 

These are captured on a distributed ledger that 

logs all activities with a signature and timestamp, 

providing traceability and transparency along the 

value chain. This enables brands and consumers 

to participate in conscious consumption efforts 

like fair trade or recycled products.

Apart from using the blockchain for traceability, 

other companies are using it to tokenise energy 

resources. Electrify, a Singaporean retail 

electricity marketplace startup launched in 

2017, recently launched its first peer-to-peer 

(P2P) energy trading platform – SolarShare, 

in partnership with Senoko Energy, one of 

Singapore’s largest and most established energy 

companies. The platform will undergo a pilot 

test sponsored by the venture arm of French 

multinational electric utility company, ENGIE. 

The project will allow consumers to purchase 

renewable electricity produced by private solar 

panel owners via an online marketplace from 

across the city. Private owners of solar panels 

list their energy offerings at their preferred rates 

on SolarShare, which automatically matches 

them to prospective customers. Running from 

July 2020 to June 2021, the year-long pilot 

aims to deploy P2P energy trading capabilities 

for residential and business clients of Senoko 

Energy. Electrify hopes the grid-wide P2P energy 

trading platform will create economic incentives 

to increase the proliferation of distributed urban 

solar systems. 

https://sustainabledevelopment.un.org/memberstates/singapore
https://sustainabledevelopment.un.org/memberstates/singapore
https://www.towardszerowaste.gov.sg/zero-waste-masterplan/
https://www.towardszerowaste.gov.sg/zero-waste-masterplan/
https://chemistryteam.com/enriching-circular-economy-with-blockchain-technology/
https://www.businesstimes.com.sg/energy-commodities/senoko-trials-peer-to-peer-solar-energy-marketplace-in-singapore-with-electrify
https://www.businesstimes.com.sg/energy-commodities/senoko-trials-peer-to-peer-solar-energy-marketplace-in-singapore-with-electrify
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Trade 
Greater Collaboration Between 
Different Digital Ecosystems

In the trade and logistics sector, blockchain 

innovation is used to optimise document 

processing between fragmented digital 

ecosystems. The possibility of having a single 

source of truth and tamper-resistance has 

fuelled greater collaboration among different 

stakeholders, enabling transactions that 

previously operated in silos to be integrated into 

a single trade ecosystem. Supply chain solutions 

company Tramés will be among the first few 

to be integrated with Trade Trust. Built with 

R3’s Corda, the Tramés solution facilitates the 

interoperability of electronic trade documents 

exchanged between diverse parties in global 

trade. The company’s product aims to reduce 

trade barriers and increase efficiency across 

international supply chains. Blockchain-based 

accreditation reduces processing times by 

removing the need for repetitive checks by the 

various trade ecosystem parties to ascertain 

whether the documents/information received 

are legitimate.

In May, Singapore-based dltledgers, a 

blockchain company focused on cross-border 

trade digitisation, announced its integration with 

Singapore’s Networked Trade Platform (NTP). 

Launched in 2018, the NTP was developed by 

Singapore Customs in collaboration with the 

Government Technology Agency of Singapore 

(GovTech) as a trade and logistics IT ecosystem 

connecting businesses, community systems 

and platforms, and government systems – in 

Singapore and abroad. The integration with NTP 

gives dltledgers access to the NTP’s ecosystem 

of traders and service providers, enabling parties 

to exchange trade information digitally between 

themselves, as well as Singapore government 

agencies such as customs authorities. With the 

addition of dltledgers to its ecosystem, NTP can 

offer its users the ability to digitize their trade 

execution activities, end to end, on a blockchain. 

https://trames.sg/
https://dlt.sg/blockchain-platform-dltledgers-joins-singapore-governments-networked-trade-platform/
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Digital Identities & 
Credentials

In the year since the Singapore Blockchain 

Ecosystem 2019 report was published, COVID-

19 has upended the global economy. 

Singapore, being a highly open economy, has 

made safe re-opening of its economy and 

borders a priority. To do this, it has turned to 

technology to ramp up contact tracing efforts 

and border control measures to ensure that 

future outbreaks can be prevented or contained. 

Various institutions in Singapore have been 

working with blockchain technology providers 

to integrate blockchain in a variety of processes 

in public health operations.

Countries are gradually l ift ing border 

restrictions and stepping up monitoring efforts 

as international travel resumes. Singapore-

based startup Accredify has partnered with 

SGInnovate to launch a Digital Health Passport to 

accelerate these operations. The Digital Health 

Passport is built on GovTech’s OpenAttestation 

framework and stores tamper-proof, verifiable 

medical records, including COVID-19 testing 

and vaccination reports digitally signed by 

accredited bodies, in a mobile application. 

Individuals will receive unique badges when 

they obtain the verified COVID-19 documents. 

Authorities can scan the document’s QR code 

in the app to verify its authenticity. In addition, 

Accredify plans to make the application use 

multiple standards, which will enable accredited 

labs around the region to come onboard too. 

Travellers and authorities can benefit from 

streamlined safe travel operations by using 

blockchain to store health data and generate 

tamper-proof protections for each medical 

document.

Similarly, businesses are also keen on their 

employees re-entering the workforce safely, in 

compliance with the new safety requirements 

and precautions. To address this, the International 

Chamber of Commerce (ICC) has partnered with 

International SOS to launch the ICC AOKpass 

mobile application that provides trusted 

recognition of individuals’ “COVID-19 compliance 

status”. ICC AOKpass users can exert full control 

over their own medical information, which is stored 

securely and privately on their mobile device. 

International SOS has since piloted this with the 

Energy Drilling Management, a Singapore-based 

company, where their workers used ICC AOKpass 

to send their verified swab test results to a client 

in Thailand prior to their travel there. The trusted 

source of medical information gave assurance 

to the relevant authorities and allowed them to 

approve their entry with ease and with confidence. 

https://e27.co/accredify-sg-innovate-partner-to-launch-digital-health-passport-to-accelerate-travel-post-covid-19-20200928/
https://openattestation.com/
https://iccwbo.org/media-wall/news-speeches/pilot-test-of-icc-aokpass-announced-successful/
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Main Focus Areas 

Singapore has a vibrant blockchain research 

landscape with contributions from both 

academic institutions and the private sector. 

Singapore has led the way in blockchain adoption 

in financial services (e.g. digital currencies, 

securitisation) and trade (e.g. logistics & supply 

chain). Singapore has also made its mark on the 

international blockchain research landscape, 

producing both a high quantity and quality of 

research.

The key academic institutions involved in 

blockchain research include National University 

of Singapore (NUS), Nanyang Technological 

University (NTU), Singapore Management 

University (SMU) and Singapore University of 

Technology and Design (SUTD). From the private 

sector, both large multinational corporations such 

as IBM, Ant Financial, and Visa Inc. and smaller 

home-grown startups such as Zilliqa and Kyber 

Networks produce research on blockchain 

technologies.

BLOCKCHAIN 
SCIENTIFIC ACTIVITY 
IN SINGAPORE

While blockchain research in Singapore spans 

a wide variety of topics, the main thrust of 

scientific activity lies in the following three 

areas:

Technological developments: Key topics 

being studied include cr ypto graphic 

fundamentals, cybersecurity, security & privacy 

of blockchain systems, and smart contract 

security.

Achieving scalability: Core research areas 

include data management, distributed 

architecture, and consensus protocols.

Building ecosystems:  Key topics include 

interoperability, game theory (incentives), 

governance, legal, and ethical issues.
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Research Productivity & Quality

Bibliometric analysis of blockchain-related scientific 

publications using the Web of Science database reveals that 

162 articles have co-authors from institutions in Singapore. 

Singapore ranks 15th in the world in terms of overall 

number of publications, accounting for 2.25% (162 out of 

7,187) of all blockchain-related publications over the last 

15 years, behind China (24%) and USA (20%). Singapore 

ranks 5th in the Asia-Pacific region (behind China, Australia, 

South Korea and Japan) and the 1st in the ASEAN region.

Among all blockchain-related publications, 103 of them are 

identified as highly cited publications in the field by Web 

of Science. 8 out of these 103 highly cited publications 

on blockchain have co-authors based in Singapore. This 

ranks Singapore in 6th place globally in terms of number of 

highly-cited publications. As of November 2020, the SciVal 

Field-Weighted Citation Index placed Singapore 3rd in the 

world behind Macau and Israel who have a citation count over 

1000. The h-index of blockchain publications from Singapore is 

also quite high (21), placing Singapore 9th in the world. Finally, 

the average number of citations for blockchain publications 

from Singapore is 12.23, which is one of the highest in the world, 

significantly ahead of the USA (9.27).

Within Singapore, the four main academic institutions listed 

earlier (NUS, NTU, SMU, and SUTD) contribute to the bulk of 

the published scientific literature on blockchain. In fact, about 

80% of  blockchain-related publications from Singapore 

have co-authors from one of these institutions. Outside the 

academia, A*STAR leads the way with 9 publications followed 

by IBM Singapore with 8 publications.

Certain data included herein are derived from Clarivate Web of Science. © 

Copyright Clarivate 2020. All rights reserved. Certain data included herein 

are derived from SciVal. © Copyright Elsevier 2020. All rights reserved.

https://service.elsevier.com/app/answers/detail/a_id/14894/supporthub/scopus/~/what-is-field-weighted-citation-impact-%28fwci%29%3F/
https://service.elsevier.com/app/answers/detail/a_id/14894/supporthub/scopus/~/what-is-field-weighted-citation-impact-%28fwci%29%3F/
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Singapore has produced approximately 28 

blockchain-related publications per million 

resident population . This is one of the highest 

in the world and is far ahead of Switzerland (~19) 

and Australia (~16).

To build upon the strong blockchain research 

foundation in Singapore, IMDA, Enterprise 

Singpore (ESG), and Monetary Authority 

of Singapore (MAS) hosted by NUS and 

funded by the National Research Foundation, 

jointly established the Singapore Blockchain 

Innovation Programme (SBIP). SBIP is a 

collaborative and nationwide technical 

community, which aims to equip the local 

blockchain ecosystem with the right knowledge 

and capabilities. 

IMDA and ESG will facilitate engagements and 

collaborations among academia, research 

institutes, startups, corporates etc. to establish 

a conducive environment for blockchain 

innovation as part of blockchain ecosystem 

development efforts. In view of supporting 

blockchain research and innovation, SBIP’s 

areas of research include:

Scalability – to incorporate enhancements to 

Hyperledger Fabric such as sharding, real-time 

provenance query, and concurrency control for 

smart contract parallelism etc.;

Interoperability – to create cross-chain 

interoperability mechanisms for any fungible 

assets such as fiat, distributed ledger (blockchain), 

in-game tokens, or any other type of assets tracked 

on a ledger; and

Methodology: 

The primary data source for this analysis is 

the Web of Science Core Collection. Web of 

Science is a trusted publisher-independent 

global citation database. In the Web of 

Science database, the following search was 

conducted: 

Certain data included herein are derived from Clarivate Web of Science. © Copyright Clarivate 2020. All rights reserved.

Trust and security – to develop a rigorous 

analysis tool to perform full verification for the 

safety and correctness of smart contracts. 

Topic: Blockchain

The above search query returns all the 

articles on the topic of blockchain published 

between 2005-2020 in the specified list of 

indexes. 

These articles where then filtered based 

on Countries/Regions for the following 

analysis. After filtering the articles based 

on Countries/Regions, a citation report 

can be created to get the h-index of these 

publications and the average citations per 

item.

Timespan: 2005-2020

Indexes: SCI-EXPANDED, SSCI, 

A&HCI, CPCI-S, CPCI-SSH, ESCI.

https://clarivate.com/webofsciencegroup/solutions/web-of-science/
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Key groups involved in 
Blockchain Research in 
Singapore

In the process of data collection and analysis, key 

groups involved in blockchain-related scientific activity 

in Singapore were identified. The following presents a 

non-exhaustive list of academic and industry research 

teams involved in blockchain-related scientific activity:

Academic groups: 

• NUS – CRYSTAL Centre

• NUS – Database System Research Group

• NUS – Centre for Quantum Technologies 

• NUS – Singapore Blockchain Innovation 

Programme (SBIP) 

• NTU – Strategic Centre for Research in Privacy-

Preserving Technologies & Systems (SCRIPTS) 

• NTU – School of Computer Science and 

Engineering

• NTU – Business School

• SMU – School of Information Systems

• SMU – Computational Law

• SUTD – iTrust

Industry research teams: 

Multinational Corporations

•  IBM – IBM Center for Blockchain Innovation/

Blockchain Center of Competency (COC)

• Visa – Future of Payments

• Ant Financial

• A*STAR

Startups

• Zilliqa

• Kyber Network
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IN SUMMARY

Blockchain is steadily transforming the way people 

work together in the global economy. The skepticism 

over its usefulness, and uncertainty of its legal status 

in previous years has given way to bold experiments. 

These experiments have achieved notable milestones 

- some of which are firsts in the region. 

Despite the pandemic’s significant impact on global 

travel, Singapore has shown that its ecosystem 

building efforts have continued to draw innovators and 

investment from those seeking to tap into Southeast 

Asia’s rapid rise up the ranks of the global economy.

Over the past few years, the contributors to this 

report have been an active part of this growth story. 

As representatives of regulators and industry, we 

have both witnessed and helped to shape Singapore’s 

growing prominence in the global blockchain arena. 

We have found that the technological progress of a 

nation is not a product of lone geniuses, locked in a 

solitary race to build the better product. 

The triumph of open-source 
engineering in the last decade has 
shown us that collaboration, not 
competition will be the business 
model of tomorrow. 

If we are to build effective solutions to our increasingly 

complex problems, we must continue to kindle this spirit 

of collaboration - between firms, between industry and 

government, between our schools and our companies. 

The 2020 Singapore Blockchain Ecosystem report is 

an expression of that collaborative spirit. 
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A strong collaborative ecosystem has, and will continue 

to define Singapore on the global blockchain stage. 

Singapore’s rise in this space will continue to be 

measured by: 

“The goal from the beginning was to 
find the future. If you go out in the 
world the future is there, it’s right 

there in places like Singapore”

The launch of this report at the 2020 Singapore 

Fintech Festival x Singapore Week of Innovation and 

TeCHnology (SFFxSWITCH) is but another milestone 

in our journey to transform Singapore into a truly Smart 

City. As we celebrate the progress made over the past 

year, it is perhaps fitting to end this report, with a quip 

from the legendary film director Jonathan Nolan: 

More successful blockchain applications, 

which will be examples for new business 

ideas and blockchain solutions to other 

sectors. 

Innovation-friendly regulations, and 

government agencies playing an active 

role in both leading by example, and 

supporting new initiatives. 

Support and funding for blockchain-

related research in Singapore’s universities 

and private industry.

Growing the tech talent pool of developers 

and innovators who can contribute to and 

effectively deploy open source solutions 

in the space.





S_HIFT_TO_FUTURE OF RETAIL

ARE YOU READY 
FOR THE AGE OF 
THE HYPER 
CONNECTED 
SHOPPER?

POWERED BY:



THE DIGITAL 
TRANSFORMATION 
RACE TO BE FUTURE READY
DEFINING THE FUTURE READY ORGANISATION
Shopping is poten,ally the area of human behaviour that has been most widely changed by digital 

technology. Today’s shopper expects their experience to be invisibly shaped around them, 

at any 9me, at their finger9ps.

This is having a huge impact on the fortunes of 

Retail and Consumer Packaged Goods (CPG) 

Companies. Headlines are screaming that we are in 

the middle of a retail apocalypse with shoppers 

abandoning malls. 

Every week seems to bring a new disrup,ve model

that challenges established consumer brands by 

delivering faster, be?er, and highly

connected experiences.

Retail and CPG brands are at the sharp end of digital transforma,on as they deal with the

‘hyper connected shopper’. New e-commerce led shopping plaGorms have emerged;

the Baidu, Alibaba, Tencent plaGorms in China, Lazada in South East Asia, FlipKart in India,

Amazon in Australia, India and Singapore.
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BARGAIN HUNTER

FASHION

Niche platforms with focused value propositions around 
needs (for example Wish, catering to the bargain hunter) or 
categories (for example  Love, Bonito in fashion) have also 

become strong players in the last few years. These platforms 
are digitally native and have understood from the outset the 
value of deeply mining data to understand and connect with 
the digital shopper. 

These platforms have seriously challenged traditional 
retailers in the battle for shopper attention and share of 
wallet, as they face the challenge of moving from single to 

omni-channel experiences and unlocking new ways to 
understand their customer.

For brands, these plaGorms represent new challenges but also opportuni,es to create and enhance 

consumer experiences. Furthermore, brands from the CPG world are experimen,ng with models that 

bring them into a direct rela,onship with the customer, taking advantage of the opportuni,es to create 

new digital plaGorms either owned or in-partnership.

DIGITAL 
TRANSFORMATION 

is therefore at the forefront of the C-Suite agenda for
retailers and brands as they attempt to win market share in the

face of rapidly changing consumer behaviour. 

Therefore the key question is: 
which is the best pathway to transformation?
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OPERATIONAL 
EFFICIENCY

According to research on successful pathways toward digital transformation from the MIT Centre of 

Information Systems Research (hereafter MIT CISR), to become 

‘Future Ready’, a company must transform on two dimensions: 

(see figure 1) 

The end goal is a Future Ready organisation, which on average delivers at 16% points of margin higher 

than other brands in the same industry. 

A Future Ready organisation manages to both innovate to delight customers whilst at the same time 

utilising readily available technologies to reduce costs. From an operational perspective, Future Ready 

organisations behave in an agile manner, work with partners offering diverse digital services and APIs, 

and own data as a strategic corporate asset.

Ultimately, such companies are self-enabled to deliver a differentiated, cross-channel experience that 

meets needs and resolves tensions instead of actively pushing products to consumers.

01 CUSTOMER 
EXPERIENCE

02

Only 23% of companies surveyed globally 
have reached this stage.
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ORGANISATIONAL TRAITS 
LEADING TO DIGITAL 
BUSINESS TRANSFORMATION
Figure 1: A Roadmap to Digital Business Transforma9on

Sources : MIT Center for Information Systems Research (2017), Future Ready? Pick Your Pathway for Digital Business Transformation .MIT CISR 2015 CIO Digital 
Disruption Survey (N=413) and over fifty conversations with executives in 2016 about their goals for digital business transformation. Quadrants are derived from this 
data and are splits at 2/3 along each axis. Customer Experience = combined effectiveness on customer knowledge, omnichannel capability, customer experience 
projects, and customer experience performance. Operational Efficiency = combined effectiveness on automation and employee productivity projects, % of core 
capabilities with APIs, and cost of operations performance. Profitability (net margin) is adjusted for industry. 
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Future Ready
• Innova,ve
• Lower cost 
• Great customer experience 
• Modular and agile
• Data as a strategic asset
• Ecosystems ready

Industrialized
• Plug and play products/services
• Service- enabled “crown jewels”
• Standardized processes
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PATHWAYS TO BEING FUTURE READY

According to MIT CISR, depending on the current state of the organisation, there are
four different pathways organisations can consider to reach the Future Ready state (see figure 2).

PATHWAY 1: 
For traditional organisations with an average industry experience, this pathway involves
building API-enabled business services to enhance internal and external deliveries. 
The end-result moves such companies from Silos and Spaghetti to Industrialised and 
finally Future Ready. Retail and CPG companies wishing to take this route should be aware 

of the potential challenges that could arise from moving towards an Industralised stage 
before investing in customer experience. For Retail companies, this can include the challenges of discarding 
legacy processes and systems before embarking on customer centricity. For CPG companies with 
disintermediated relationships with consumers via retailers, they will face the challenge of implementing 
systems that deal with new, direct consumer interactions.

PATHWAY 2: 
This moves companies vertically from Silos and Spaghetti to Integrated Experience and 
finally Future Ready. This pathway can create rapid impact on customer experience and 
can grow the customer base rapidly by adding new experiences. However, ensuring that 
experiences connect across the omni-channel environment for Retail companies and 

working out how to integrate the new experiences with existing retailer ecosystems for CPG companies will 
be the key challenges of this pathway. Whether existing internal processes, systems and data can support 
the rapid experience innovation and creation are also potential issues.

PATHWAY 3: 
This creates a step-by-step pathway to digital transformation. This is the most popular 
approach. It creates a roadmap with small changes in both directions, providing 
improvements in customer experience whilst driving efficiencies. Successful companies 
that pursue this path are those that have a holistic operational roadmap informing each 
step and their impact across the overall organisation. For Retail and CPG companies that 

are traditionally heavily siloed, developing this roadmap to attain a unified and aligned goal (whilst taking 
into consideration each team’s strengths and concerns) is possibly the biggest challenge. 

PATHWAY 4: 
The most ambitious move of all involves the creation of a new company completely. 
As  this company is designed to be Future Ready from the start, all the advantages of this 
state are already built in. The challenge of this is therefore finding a way to complement 
this new organisation with the parent organisation, such that the latter can still benefit 
from it, which can be challenging when the internal working cultures may be 
dramatically antithetical.
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Ultimately, being cognisant of both the pros and cons of each pathway is advantageous for any Retail 
and CPG company. As the pressure to digitally transform grows in conjunction with the advancement of 
technology, businesses need to adopt a more holistic, customer-centric mindset to determine their 
growth strategy instead of going with the flow. In particular, understanding what the Hyper Connected 
Shoppers of today think, feel, and do will ensure that Retail and CPG companies create new meaningful 
value and experiences that truly make their brands matter to consumers. 

Source: MIT Center for Informa,on Systems Research (2017), Future Ready? Pick Your Pathway for Digital Business Transforma,on

Figure 2: Pathways Towards Being Future Ready
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Ogilvy Consulting has used the MIT CIST Digital Pathway research and interviews with leaders 
in the Retail and Brand Manufacturing sectors to understand the challenges Retailers and 
Consumer Brands are facing as they transform their businesses.

HOW EFFECTIVE ARE THE FOLLOWING 
OPERATIONAL CAPABILITIES?

Developing efficiency,  compliance, and security 
as enterprise competencies (12)

Partnering with vendors and suppliers (6)

Developing a process orienta,on (finding one 
best way to do a business process) (4)

Automating core processes (2)

Implemen,ng business intelligence and 
predic,ve analy,cs (11)

Integrating across business silos (3)

1.5 1.7 1.9 2.1 2.3 2.5 2.7 2.9 3.1 3.3

RETAIL MANU. TOTAL
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As retailers have faced up to the challenges of new mega commerce online plaGorms they have focused 
heavily on opera9onal capabili9es, automa9ng developing a process orienta9on driving efficiencies and 
automa9ng core processes. There has also been a clear focus on implemen,ng business intelligence and 
predic,ve analy,cs.

Brand Manufacturers have lagged behind in opera,onal capabili,es but have accelerated in customer 
experience capabili,es when compared to retailers. They are moving ahead in making it easier for employees 
to give customers great experience and gathering great informa,on about their customers, such as their 
goals or life events.

Overall however, when compared to all companies studied by MIT CISR, both the retail sector and the brand 
manufacturing sector are largely lagging behind in transforming both their opera,onal capabili,es and their 
customer experience capabili,es. 

This report looks at successful strategies in Asia Pacific to accelerate digital transforma,on in retail and CPG.

1.5 1.7 1.9 2.1 2.3 2.5 2.7 2.9 3.1 3.3

Making it easier for employees to give 
customers a great experience (8)

Deploying evidence-based decision making 
throughout the enterprise (1)

Providing an integrated mul,product channel 
customer experience (5)

Using sen,ment analysis or other types of 
analysis to iden,fy customer concerns (3)

Gathering great information about customers 
(e.g., their goals or life events) (4)

Using Net Promoter Score or some other metric
that measures customer experience (2)

HOW EFFECTIVE ARE THE FOLLOWING 
CUSTOMER EXPERIENCE CAPABILITIES?

RETAIL MANU. TOTAL
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KNOWING AND RESPONDING 
TO HYPER CONNECTED SHOPPERS

On a deeper level, however, the hyper connected shopper’s online browsing and shopping engagement 
varies depending on the context and country they relate to.  Particularly within Asia, where the market 
dynamics are culturally and technologically diverse, any Company that assumes homogeneity across 
markets would struggle to succeed. 

On average 57.2% of adults in Asia use 
their mobile device to buy online, and online 

sales are expected to con9nue growing 
year-on-year across all major markets 

(see figure 3) 

This is predicted to soar in the coming years, underpinning the importance for CPG and retail companies to 
develop the ability to create meaningful locally relevant online retail experiences for consumers. 

The term ‘hyper connected shopper’ typically evokes an image of a young digital native, who 
actively uses the online world to influence their life. 
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China*
Japan
South Korea
India

Australia
Indonesisa
New Zealand
Taiwan
Thailand
Singapore
Malaysia
Vietnam

Hong Kong
Philippines
Other
Asia Pacific

Figure 3: Expected Growth in Mobile Ecommerce Sales in APAC by Country 

Source: eMarketer (2018), Asia Pacific Retail and Ecommerce Sales: eMarketer’s Updated Es,mates for 2017-2021

We therefore outline six winning strategies for Retail and CPG companies that create customer-centric 
outcomes and gradually advance companies towards the Future Ready state.  

A deeper dive into the behaviours of the Hyper Connected shopper for key markets is found in 
section 3 of this report.

With diversely different needs and tensions to 
how previous genera9ons shopped, 
new strategies are needed to delight the 
shopper and win market share.

Retail Mcommerce Sales in Asia-Pacific, by Country, 2017-2021

2017 2018 2019 2020 2021

Total retail mcommerce sales (billions)

$909.93
$38.15
$35.58
$14.97

$7.56
$4.71
$4.35
$2.91
$2.41
$1.34
$1.28
$0.91

$0.80
$0.21
$2.16

$1,027.25

$1,245.75
$42.03
$43.25
$20.57

$8.82
$6.57
$5.00
$3.19
$3.00
$1.57
$1.60
$1.14

$0.91
$0.27
$2.91

$1,386.59

$1,639.01
$45.08
$50.11
$26.48

$10.22
$8.17
$5.66
$3.43
$3.65
$1.80
$1.95
$1.37

$1.02
$0.33
$3.78

$1,802.06

$2,094.53
$48.12
$56.08
$33.28

$11.74
$9.98
$6.36
$3.67
$4.43
$2.03
$2.33
$1.60

$1.11
$0.39
$4.79

$2,280.43

$2,595.43
$50.59
$62.07
$40.54

$12.92
$11.75

$7.03
$3.88
$5.27
$2.27
$2.73
$1.82

$1.18
$0.46
$5.89

$2,803.82
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EXPERT OPINIONS

“The key challenge is 
understanding the customer 
need and complemen,ng that 
through technology. 
Technology should be used to 
support your objec,ves and 
to add value to ensure a 
be?er experience. Don’t just 
use technology because 
everyone else is doing so.”

01
Dione Song, Chief Commercial 
Officer of Love, Bonito Singapore

“If digital is used as a reach 
medium and a crea,on medium 
using data insights to create 
relevant messages at relevant 
points of ,me and be?er targeted 
to the relevant consumer in the 
day-to-day life of Hyperconnected 
Shoppers, that’s when it becomes 
a real game changer.”

02
Rohit Bhasin, Global Vice 
Present of Pond’s, Unilever

“We believe success starts from good strategy. Digital should 
not only be seen as technology, or a communication tool or 
a discreet channel of sale – but it should be seen as a 
fundamentally new way of doing things. As such, we aim to 
incorporate and upskill knowledge of digital throughout all 
disciplines, but without making it discreet, rather making it 
native in our business”

03
Execu9ve, Global Lifestyle Retail Brand

“As the pace of change is so fast 
today, being fully in-line with the 
change(s) is challenging. The true 
understanding on the current 
state of consumer around digital 
transformation and the overall 
capability to address those trends 
are still mismatched.”

04
Chaiyong Sakulborrirug, 

Business Director Dairy of Nestlé Thailand

“The ability to meet 
expectations around value 
added or premium offerings, 
while maintaining price 
neutrality, will have the biggest 
impact as the industry struggles 
to keep pace and reinvent itself 
from "one size fits all" to the 
need for many smaller, more 
unique offerings.”

05
David Kinder, Innovation Manager of 
Nestlé Australia - Confectionery
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IN THE AGE OF THE 
HYPER CONNECTED SHOPPER, 
HOW ARE RETAIL AND 
CPG LEADERS ACTUALLY 
WINNING?
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WINNING STRATEGY 1
RE-IMAGINED SELLING MODELS AT THE FOREFRONT

Those that are winning with the hyper connected shopper have taken imagina,ve leaps to crea,vely 
connect with unmet needs and emerging consumer behaviours.

For retailers, this starts with redefining the meaning of key needs and pain points of the customer 
experience when making buying decisions. Those that are winning build a deep understanding not just of 
the current purchase journey, but reimagine the researching and shopping experience. These reinvented 
experiences are informed by data and hyper connected into the shopper’s social world. New digital 

entrants are embracing this mindset and posing a threat to legacy retailers.

CPG companies have been threatened by new digital first companies selling product directly to consumers, 
ohen crea,ng more convenient pathways to purchase. Innova,on in this space does not just exist in the 

realms of digitally na,ve startups.  CPG companies have been inves,ng heavily in customer experiences 
that create a direct and oren personalised rela9onship with the shopper. 

As ecommerce con,nues to grow across Asia, CPG companies can no longer afford to take a passive 

approach to selling — especially through tradi,onal outlets. They need to uncover new points of sale 
across the customer’s daily life, both online and offline, and deliver experiences that connect the customer 
with brands (and subsequent purchases).

Retailers and brands that are creating new 
models of selling put Customer Experience 
at the front and center of their digital 

transformation. They focus on identifying 
the customer needs and delivering to those.

13



INSPIRATIONAL EXAMPLES OF 
WINNING RE-IMAGINED 
MODELS OF SELLING

RETAIL

Alibaba’s Fashion AI concept store in China. This store 

is famed for providing AI-powered smart mirrors. The mirrors not only 

display product informa,on but can also up-sell apparel and cross-sell 

cosme,cs relevant to customer choices. This new way of sugges,ve 

selling is effec,ve for both the retailer and customer.

Shopious in Indonesia. A C2C marketplace that integrates 

Instagram capabilities into the online selling process and shopping 

experience. Sellers must own an Instagram account to register with 

Shopious. They can then post images of apparel and accessories they 

wish to sell on Shopious, and use the platform to directly contact 

interested buyers. 

Zocko in Indonesia. Another C2C marketplace, Zocko enables 

customers to promote a product using a link across social media 

networks instead of directly buying it. Promoters are rewarded with 

actual commission once the product is sold. It creates a more authen,c 

way of selling as customers are helping to drive sales among likeminded 

buyers instead of via Zocko directly.
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CPG

Greenberry in Hong Kong. The leading healthy snack box 
monthly subscrip,on service. This way of selling cleverly drives bulk 
purchases whilst crea,ng new niche brand loyalty by deligh,ng 
customers with new snack products chosen to suit their dietary habits. 

Singha Drinking Water in Thailand partnering with LINE 
Messenger to create Singha Rewards, the first loyalty scheme for water. 
It encourages young Generation ME consumers to drink more and 
rewards them with lifestyle and entertainment benefits. This creates a 
more engaging way of selling, that also uses fun to improve the 
retention rate of hyper-connected young shoppers in Thailand. 

Oral-B in China whose notable WeChat strategy offered 

sophis,cated retail features such as live chat with den,sts, sampling, 

and ecommerce on top of an outstanding TMall store. Embracing the 

full buyer journey to reinvent the way the brand sells has enabled 

Oral-B to claim 7th place among the top 10 CPG brands in China. 

KIT KAT Chocolatory in Australia and SEA which 
completely re-imagined the experience of buying a chocolate bar, 
crea,ng a physical retail experience in Melbourne where customers 
could create personalised ar,sanal Kit Kats. The brand has delivered  this 
experience online with delivery direct to customers. In Singapore and 
Malaysia, the customised shopping experience is available via Facebook 
Messenger.

15



Take imaginative 
leaps to re-imagine 
your selling model

Put customer needs at the 
centre, understand not how 

they shop now but how 
they desire to shop in their 

connected world.
Re-imagine your sales 

channels around 
customer touchpoints, 
experiment with new 

sales channels.

K E Y  T A K E A W A Y S

EXPERT OPINION: WINNING STRATEGY 1

Execu9ve, Global Lifestyle Retail Brand”

For the retail apparel industry, there two key challenges today. 

Challenge 1: 
Competition is blurring the lines between function and fashion, across fast fashion 

and luxury and more. This pushes brands to encroach in multiple customer 
segments to capture and steal market share. This causes mixed messages in 

marketing, from brand to digital engagement. 

Challenge 2: 
This is fundamentally being driven by increasingly knowledgeable and sophisticated 

(yet often fickle) consumers - particularly with the new generation millennial and 
GenZ consumer whom have high expectations on full personalisation

and high relevancy. 

“
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WINNING STRATEGY 2
LEVERAGING  PLATFORMS AND ECOSYSTEMS 
OF PARTNERS
Leaders in digital transformation look to create new value for customers through new partnership 
ecosystems. This goes beyond traditional two-way partnerships. Future ready companies look to create 
platforms which create value for multiple partners whilst creating enriched experience for customers. 
Such platforms provide new opportunities to differentiate products and services, as well as keeping 
customers within the overall platform ecosystem to drive continuous engagement and sales. 

E-retailers in China have led the way in creating platforms which capture both the time and attention of the 
connected shopper, and the major CPG companies have been quick to leverage these platforms to connect in 
new ways with their customers. The e-commerce platform giants of the BAT companies dominate customer 
interaction.  Leveraging these platforms has quickly evolved for CPG brands, from running brand shops to 
using the ecosystem to run complex and highly targeted customer connection campaigns and programmes.

In South East Asia, new plaGorm players are emerging 
outside of media and e-commerce plaGorms. Both Grab 
and Go-Jek started their plays on the ride hailing 
plaGorm, but are rapidly expanding into payment 
plaGorms, opening new opportuni,es for retail 
partnerships. LINE in Thailand has moved into the online 
grocery market.

Partner ecosystem models are also evolving. They are operated on massive volumes of customer interac,on 
data, which enable the plaGorms to derive deep understanding of customer behavior. They have the ability to 
test and learn new tac,cs and models and rapidly iterate. 

In the face of these new ecosystems, tradi9onal retailers are struggling to compete and 
are racing to create omni-channel models which enable them to unlock and leverage 
deep customer data.  

Sephora is an example of a retailer that has been fast to move 
and create an omni-channel engagement model which enables 
them to understand their customer in every channel.

Success for CPG companies in leveraging the new digital 
commerce platforms is driven by the ability to form deep and 
innovative partnerships with platform players. The ideal 
partnership enables CPG companies to innovate and experiment 
with new models and learn from the data generated by the 
platform. To achieve these kinds of partnerships, CPG companies 
need to not only commit to significant spending in the platform, 
but also bring their insight into their customer audiences to 
collaborate creatively.
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INSPIRATIONAL EXAMPLES OF WINNING 
PLATFORM AND ECOSYSTEMS OF 
PARTNERSHIPS AMONG RETAIL AND 
CPG COMPANIES

Nestlé and JD.com in China collaborated to create 
Nestlé Xiao AI, a Nestlé branded Voice Robot leveraging JD’s Ding 
Dong voice platform. The Robot enabled customers to access 
information about Nestlé products and related topics as well as 
order products through the platform.

AEON in Indonesia. Asia’s largest retailer partnered with Go-JEK to 
offer new compe,,ve GoPay services in AON shopping malls in order to 
expand presence across Indonesia and other South East Asian markets such 
as Thailand. The partnership involves AEON promo,ng Go-Jek and its 
payment services, co-crea,ng an exclusive Go-Food Fes,val, and allowing 
exclusive pick-up points for Go-Jek users only. AEON will also u,lise Go-Jek
to deliver products that customers have bought from their ecommerce 
channels. In return, Go-Jek will offer customer data and insights to AEON 
such that the retailer can con,nue to deliver improved omni-channel 
experiences that delight end consumers. Both partners benefit from this 
rela,onship as a result. 

A key benefit is that multiple propositions along the customer value 
chain can be created as new product and services are added.. 

As 58% of shoppers in Asia expect par9al control and 
the right to personalise their brand experience, 

the next wave of digital transforma,on will include customers as 
ac,ve partners within ecosystem models.
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Pinduoduo in China which leverages social media to 
engage millions of users, merchants and other partners to 
collectively foster a lively ecommerce platform. The unique aspect 
of this platform means it enables customers to participate in group 
buying deals. This has led to 88.8% of active users recommending 
the platform by sharing links or directly promoting products they 
love. Empowering users as partners has enabled Pinduoduo to 
retain and gain new customers without further investment.

TMall’s innova9on centre and livestreaming 
KOL plaGorm in China. The innova,on centre brings first 
mover benefits by enabling TMall to work with foreign brands, such 
as Snickers and L’Oreal, by localising their product offerings that are 
then sold on its plaGorm before other retailers. The KOL plaGorm, 
which includes built-in-live video features that directly links the 
content to the product purchase page, creates unique retail-tainment
that amplifies awareness and engagement between TMall and its 
brands with customers through likeminded influencers.

Siam Piwat in Thailand. The leading retailer that crafts retail 
experience through a partnership co-creation approach. Rather than 
having permanent tenants, the retailer rotates the brands in select 
shopping malls (e.g. IconSiam) by offering spaces to many small local 
businesses and artisans. Together, they work to create new themed 
experiences on a monthly basis on top of offering personalisation
services of all sorts. The malls are essentially positioned as unique 
brand platforms that continues to surprise upon each visit, which has 
enabled the company to earn multiple prestigious retail design and 
experience awards globally.

OnTheList in Hong Kong. An invite-only retail club offering 
members exclusive flash sales and discounts for designer clothing and 
accessories. The company partners with over 250 brands targeting 
Generation Me customers to constantly refresh the product mix and 
brand value on a monthly basis. This is made possible through the 
acquisition of data that is generated whenever consumers interact on 
the platform. 
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EXPERT OPINION: WINNING STRATEGY 2

David Kinder, Innova9on Manager of 
Nestlé Australia - Confec9onery ”

The biggest question to answer is how do companies create a 
meaningful and relevant value exchange, benefiting both 

consumers and the company itself as a brand? 

There is ample opportunity to deliver this - but companies 
need to tackle how to better work together with other brands 
and retailers to better integrate into consumers lives, rather 

than trying to force fit themselves in.

“

K E Y  TA K E A W AY S

Valuable plaGorm 
partnerships enable 
brands to collaborate in 
crea,ng new models of 
customer connec,on 
and commerce.

They win share of 
customer interaction by 
being able to unlock and 
leverage huge volumes of 
customer interaction data.

Tradi,onal retailers are 
struggling to evolve to 
true omni-channel 
models that enable them 
to connect with the 
hyper connected 
shopper in the moment.

CPG companies are able 
to create partnerships 
with ecosystem players 
to co-create innovative 
new models.
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• Master Data Management • Metadata • 
Management • Data Quality • Management 

WINNING STRATEGY 3
MONETISING DATA TO THE MAX 

DEFINING THE FUTURE READY ORGANISATION
In an age where Big Data is an overused industry buzzword, most Retail and CPG companies already know 
that being data-driven is important, with data mone,sa,on being the ul,mate goal. This can be internal, 
where proprietary data is used across all key business units (e.g. R&D) to improve sales and innova,on, and 

external, where data is sold to other in-category players. For Retail and CPG companies that wish to build 
internal capabili,es for data mone,sa,on, MIT CISR outlines a relevant framework:

Figure 4: Internal Capabilities Needed for Data Monetisation

Data Assets Cura9on

• Cutting-edge data tools and techniquesData Factory Platform

• Data Scien,st Hiring and DevelopmentData Science Techniques and Talent

• Involvement of customer-facing employees
in product developmentCustomer Understanding

• Employee data use oversight
• Partner data use oversightAcceptable Data Use

Source: MIT Center for Information Systems Research (2019), Digital Data Monetization Capabilities

To achieve internal data monetisation, companies need to establish ‘data communities’ or internal 
infrastructure involving experts from data and consumer insights backgrounds. To enable knowledge-
sharing across the company, non-data communities should also be included (e.g. sales and marketing). 

Enabling these communities to interact and collaborate with each other on data-driven projects can 
effectively move the CPG or Retail company closer towards being a fully transformed, data-driven 
organisation (see figure 5). New financial value can be created through new data-driven experiences
and offerings that ultimately position the company as Future Ready.
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Source: MIT Center for Information Systems and Research (2019), Data-driven Transformation at Microsoft

Figure 5: Achieving Data-Driven Transforma9on 

Globally, 53% of companies are inves,ng in Big Data. To date, the majority of internal data mone,sa,on
ini,a,ves are occurring among CPG and Retail companies. Notable examples include:

H&M in Greater China and South East Asia
This retailer already invests in Big Data and AI to customise the stock mix across   
different stores. In the future, H&M hope to use intelligent algorithms to analyse
store movement, receipts, and a loyalty scheme to reduce the use of markdowns.

INSPIRATIONAL EXAMPLES OF 
INTERNAL DATA MONETISATION 
STRATEGIES AMONG RETAIL AND CPG 
COMPANIES

Unilever in Singapore
Unilever is currently embarking on new data analytics projects, notably to predict   
customer behavior across South East Asia. The CPG leader also plans to use data 
to transform the current offline supply chain into a data-driven retail logistic chain.

Data
Community

Connect and be 
incen,vized to 
work together

Collaborate and 
transfer knowledge 

to innovate new 
work practices

Iden,fy common work 
prac,ces, deliver them at 

scale, and encourage 
their use to generate 

scale economies.

Non-data
Community

Financial
Value
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External data monetisation is also gaining traction across the whole of Asia. In China, an increasing number 
of ecommerce retailers, most notably Alibaba and JD, are selling their data to CPG companies who want to 
provide more localised product and services. Monetising data also helps the ecommerce retailer create a 

loyal set of brand partners that will continue to sell on their ecommerce platforms and benefit from big data 
acquisition. How might external data monetisation help a CPG or Retail company? Several examples that 
have succeeded in Asia include: 

JD ecommerce from China
To provide a service that actively monetises Big Data, JD created a service called Zu 
Chongzhi. This leverages online data from JD’s platforms and offline data from 

partner brands to enhance retail decision-making whilst reducing internal 
infrastructure investment. Successful cases include QM, a furniture retailer, who 
successfully used the platform to understand customer sub-clusters residing near 
to an offline branch in Beijing. Using trend information, the platform 

recommended increasing the number of non-furniture SKUs to 3,000. The outcome 
showed a 30% uplift in incoming traffic and 80% revenue generated from the new 
products added. CPG brands have also benefitted from JD’s Zu Chongzhi data 
platform. Examples include Quaker, who used data to identify an untapped 

segment and create a new category of health drinks, and Nivea, who used the 
platform to analyse real-time behavioural trends towards skin care products.

Alibaba in China
The ecommerce giant formed strategic data agreements with PepsiCo as well as 
Mattel. Both companies intend to use Alibaba’s data to enhance the overall brand 
experience and drive local growth. Current initiatives include using data to 
customise the design of toys to Chinese children by Mattel, and further developing 

the online sales channel to expand customer bases by PepsiCo. Other CPG brands 
that have worked with Alibaba’s data for smaller, short-term initiatives include 
Nestlé, Unilever, and Mars. 

LAZADA and ZALORA across South East Asia
In Thailand and Indonesia, both ecommerce platforms are working on data 
analytics projects with brands across various industries, mostly to improve their 
understanding of customers. LAZADA in particular hope to eventually provide a 

data science service that actively enables partner merchants to personalise offers 
based on demographic data.

INSPIRATIONAL EXAMPLES OF 
EXTERNAL DATA MONETISATION STRATEGIES 
FROM E-COMMERCE PLATFORMS
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Providing customers with the valuable experience that they are looking for boils down to 
using data to understand the fric,on points, using data to find the solu,on to the problem. 
For example, be it leveraging social media or improving sizing metric, how we understand 

sales data and customer profiling can lead us to be?er predict demand fluctua,ons.

K E Y  TA K E A W AY S

“ Data is ubiquitous, it’s about which is the most important data you want, how do you get it and 
how do you use it to get the insights you want. Without data, you’re shooting in the dark.

Rohit Bhasin, Global Vice Present of 
Pond’s, Unilever ”A question that keeps popping up is ‘why someone didn’t buy a certain clothing’. The reason 

could be that they didn’t like it after touching the fabric, but there’s difficulty in mapping these 
data points no matter how complex your data is. We hope to find a solution to mapping more 

complex data points in the future.

Dione Song, Chief Commercial Officer of 
Love, Bonito Singapore ”
“

CPG companies need to 
evaluate when to build 
their own sources of 
knowledge and gather 
data directly and when 
to leverage the data of 
plaGorm partners.

Platforms need to 
accelerate access to the 
insights from their data 
to form valuable 
partnerships and gain 
further revenue and 
value from brands who 
use their platforms.

Leveraging data to 
understand customers 
better is vital to drive 
Digital Transformation. 

Retailers need to 
accelerate their data 
mone,za,on strategies 
both internal and external 
to compete with the 
e-commerce plaGorms. 

EXPERT OPINION: WINNING STRATEGY 3
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Brands should ac,vely put customers at the heart of their business (not just say it) to 
drive insight-led digital ini,a,ves. [This means] harnessing data and using technology to 

understand consumer behaviour not only during, pre and post purchase, but also beyond 
their own ecosystems. We iden,fy the 5W’s (who, what, when, where, and why) to enable 

us to provide the right products, and the right communica,ons to the right customers, at the 
right ,me – across all channels. 

Recently, we completed a holistic analysis to understand customers, but we don’t stop there. 
We already have plans to develop the 2nd phase of analysis, to enrich the content with 

personal, psychological and social behaviour of customers and to identify the nuances that we 
can tap into and own. At the same time, we are putting a single-view platform to provide 360 

omni-channel experience so we can deliver seamlessly and consistently to the consumer. “ ”Executive, Global Lifestyle Retail Brand

“
”Execu9ve, Global Lifestyle Retail Brand

WINNING STRATEGY 4
DELIVERING DATA WRAPPED 
SHOPPING EXPERIENCES      
THAT DELIGHT
As the major ecosystem platforms win share of customer interactions and build deep customer 
knowledge, traditional retailers are looking to reinvent the shopping experience, focusing on delighting 
the customer in the shopping experience. As customer journeys change, traditional retailers need to shift 
their focus so that they can obtain high volume customer data through multiple channels during the 
actual shopping experience. Analytics and customer knowledge will enable high-value data wrapping to 
enhance the retail experience. Analytics helps companies to create customer-facing features and 
experiences. Customer knowledge helps companies achieve a current, accurate understanding of 
customer needs and actual behaviour.
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Achieving this requires the creative and strategic use of customer data. Unified data helps retailers 
not only identify their customers, but also understand and engage with them. 
Moreover, unified data allows retailers to capitalise on the advantages that digital brings, while also 
maximising the advantages of physical stores. For example, face-to-face advice or demonstrations 
that would be hard to replicate in a digital environment. We are also seeing brands using data to 
create new retail experience showcases.

Figure 6: Creating Customer Value Using Analytics

Source: MIT Center for Informa,on Systems and Research (2017), Applied Data Wrapping:
How Companies Create Customer Value With Analy,cs
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INSPIRATIONAL EXAMPLES OF 
DATA WRAPPED SHOPPING 
EXPERIENCES IN PHYSICAL RETAIL

JD.com opened new innovative stores at travel locations (e.g. 
airports and railway stations), which enabled customers to buy what 
they wanted, whenever and wherever they wanted. The stores 
leverage JD’s latest retail technology to make it easier and more 
enjoyable for travelers to make purchases on the go. The 
technology (the integrated JD Zu Chongzhi platform), helps stores 
to understand how customers interact with products and traffic 
flow for example, generating heat maps in order to support product 
selection, inventory management and product up-selling and cross-
selling. 
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Herbal tea chain Hung Fook Tong in Hong 
Kong launched several intelligent AI-based tea kiosks 
developed in conjunction with IBM. The kiosks apply visual 
recognition technology and use AI to calculate what each 
purchaser’s unique tastes are likely to be, and suggest product 
recommendations based on that data. The kiosks transform the 
relationship between the brand and customer (making it hyper 
personal), as well as redefining the brand’s category definition of 
CPG.

Alibaba's Hema stores across China are leading 
seamless shopping experiences by integra,ng mobile shopping with a 
mobile-led store that also collects shopper insights. Shoppers can scan 
barcodes in-store via their mobile app for product informa,on and get 
recommenda,ons for similar products based on store interac,ons. 
Hema uses an algorithm in machine learning, a subfield of AI, which 
iden,fies pa?erns in observed data, builds models that explain 
relevant phenomena and makes predic,ons. In this way, it can learn 
each product's demand pa?erns through customers' consump,on, so 
that it will be able to order the product more precisely. This results in 
a win-win situa,on for both the business and shoppers alike.

SK-II’s Future X Smart Store. This is a Beauty Smart Store 
and also the first of its kind in South East Asia. It uses AI, facial 
recognition-powered skin analysis, and art installations generated by 
your facial features to create a personalised shopping experience. The 
Future X Smart Store provides a completely "phygital" experience 
where consumers can interact and enjoy the products without feeling 
the pressure to buy. SK-II’s iconic Magic Ring skin analysis is one of the 
store’s key highlights, which harnesses state-of-the-art facial 
recognition, AI technology, and computer vision. Detailed analysis is 
provided at the tap of a smart bracelet. The Smart Store then knows 
the consumer’s skin well enough that when they hit the Smart Beauty 
Bar, it serves up a personalised browsing experience.
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Retail and CPG companies are able to collect data on exis,ng and poten,al customers in ways they 
could not have done previously, which enables greater personalisa,on and predic,on of customer 
behaviours. Research from MIT has iden,fied that useful, engaging data wrapping is associated with 
four design characteris,cs: 

Advise

The wrap supports 
evidence-based 

decision-making. 
Wraps that advise 
provide data and 

insights that inform 
the customer.

Adapt

The wrap meets the 
customer’s need in a 

tailored manner. Wraps 
that adapt are specific 

to an individual 
customer’s needs, 

environment,
or context.

The breakdown for each of the four design characteris,cs associated with useful, engaging data 
wrapping are as follows:

Figure 7: Design Characteristics Associated With Useful, Engaging Data Wrapping

Source: MIT Center for Informa,on Systems Research (2018), Making Money From Data Wrapping: Insights From Product Managers

Anticipate

Advise

Adapt

Act

The key challenges faced by tradi,onal retailers lie in integra,ng their back-end infrastructure with 
frontline opera,ons and pu�ng in place the right systems and capabili,es, so they will be able to 
effec,vely capture, analyse and use data, which in turn will both enhance customer experience and 
increase customer reten,on.

20% Usefulness
31% Engagement

42% Usefulness
43% Engagement

25% Usefulness
25% Engagement

45% Usefulness
33% Engagement

Act

The wrap performs an 
action that benefits the 
customer. Wraps that 
act are integrated into 
customer processes or 

behaviours, or they 
trigger behaviour

automatically on the 
customer’s behalf.

An,cipate

The wrap intuits 
the customer’s need. 
Wraps that an,cipate 

are predic,ve and 
proac,ve.
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EXPERT OPINION: WINNING STRATEGY 4

Data should be used not just 
as a source of insight but as 
an asset to ac,vely enhance 

the customers experience

Data wrapped experience in 
physical retail should not be seen 
as simply an efficiency driver but 
as a way to creatively delight the 

hyper connected shopper.

K E Y  T A K E A W A Y S

“ As expectations from customers change with the rise of "small brands", channel fragmentation, 
ever-expanding choice and the demand for hyper-personalised offers, we as an industry have 
to harness data to deliver exceptional experience for customers.

David Kinder, Innova9on Manager of
Nestlé Australia - Confec9onery ”When well used, data will have influence in many spheres of the retail experience, ranging from 

iden,fying bo?lenecks and improving processes to empowering salespeople and leaders to take 
be?er decisions and thus, improve customer experience. However, one major area that has 
been used by successful companies is on using big data to iden,fy trends and an,cipa,ng needs 
and thus improving customer experience. This is especially true for larger companies that 
historically respond slower to changes. Data has enabled such organisa,ons to be?er compete 
with smaller and nimbler companies and, be more agile in responding to changes.

Wladmir Silva, Managing Partner Asia Pacific 
Consumer Prac9ce of DHR Interna9onal ”
“
“ Data is ubiquitous, it’s about which is the most important data you want, how do you get it and 

how do you use it to get the insights you want. Without data, you’re shooting in the dark

Rohit Bhasin, Global Vice Present 
of Pond’s, Unilever ”29



WINNING STRATEGY 5
EMPOWER THE FRONT LINE DIGITALLY
As digital disrup,on con,nues across the retail sector, companies are focusing on integra,ng opera,ons 
across channels, to improve efficiency and customer experience. As they do so, they quickly realise that a 
digitally empowered frontline is vital for a good customer experience with today’s hyper connected 

shoppers. More Retail and CPG companies are using Big Data to enable staff to be?er serve customers and 
create a smart and engaging experience. Addi,onally, these technologies will also help to drive revenues, 
cut costs and improve margins. 

Figure 8: Consumer Attitudes Toward AI-Enabled Services in China

Leading the retail revolution is China, with AI-enabled services 
such as facial recognition and unmanned retail stores. 

Biometric payment, typically based on facial 
recognition technology, facilitates a cashless checkout experience 
by linking to a shopper's account. Research shows that most 
digital buyers in China are happy with this payment method, and 
41% enjoy shopping at unmanned stores.

A^tudes of Urban Digital Buyers in China Toward 
Select Retail Technologies/Internet of Things (IoT), May 2018
% of respondents

Happy with using biometric payment methods

62%
Prefer self-service checkout

61%
Would consider using smart connected refrigerators that automa9cally order and replenish items

58%
Enjoy shopping at unmanned stores

41%

Notes: ages 20-49
Source: Mintel as citied in press release, Oct 31, 2018 30



INSPIRATIONAL EXAMPLES OF 
WINNING STRATEGIES TO EMPOWER 
THE FRONTLINE DIGITALLY FROM 
RETAIL COMPANIES

BingoBox in China. This is a 24-hour, cashier-free convenience 
store that is opening several unmanned retail operations in the country. 
It is one of the first movers in a phenomenon known as “new retail” in 
China, which is commonly understood as using technology to transform 
offline retail. It uses QR code scanning for users to enter the store, as 
well as sensors and computer vision technology to track shoppers’ 
movements and the items they pick up from shelves. It also features a 
staff-less smart checkout counter, where customers scan and pay for the 
selected items via their mobile phone with Alipay and WeChat Pay 
payment support. Facial recognition technology is used as a security 
feature when they exit the store.

JD.ID X-Mart in Indonesia. The 270sqm AI-powered experience 

store in Jakarta is the first of its kind in Indonesia and the largest to use 

JD’s unmanned store technology to date. Customers are encouraged to 

pick up whatever they want and walk straight out of the store without 

needing to wait in line or pay. The technology, which premiered in Beijing 

last year, has become increasingly sophis,cated with the applica,on of 

facial recogni,on and other advanced computer vision technologies.

7-Eleven in Thailand. The convenience store leader is also bringing 
facial recognition technology and behaviour analysis of customers and 
employees to its 11,000 stores. It will use these technologies to identify 
members of 7-Eleven’s loyalty programme, allowing managers to single 
them out for promotions, analyse in-store traffic, monitor product levels, 
suggest products to customers, and even measure the emotions of 
customers as they walk around. 

Habitat by Honestbee in Singapore. The country's first 
tech-enabled, multi-sensory grocery and dining experience. In this 
futuristic grocery store and eatery, long queues are a thing of the past, as 
AutoCheckout enables quick, fully automated and cashless payment via 
the Honestbee app. 
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EXPERT OPINION: WINNING STRATEGY 5

To deliver the best shopping experience for customers, the buying equa,on has two components: offline 
and online. This is especially true for the younger genera,on, that are looking for personalised
experiences and have high mul,channel expecta,ons. Retail is well known for having very high turnover 
rates. Recrui,ng, training, engaging, mo,va,ng and retaining good leaders and staff is one of the toughest 
challenges for the industry. Addi,onally, communica,on is no longer top-down. ‘Shop floor’ staff expect 
to have two-way, open lines of communica,on with leaders. Companies that have recognised the value of 
listening to the front line are faster in responding to the changes in customers’ behaviours.

K E Y  TA K E A W AY S

“On one hand, digital transformation is important to keep up with changing customer behaviour
and expectations. On the other, it is also critical to integrate the systems properly from 
upstream all the way downstream. The last thing we want is having 3 to 4 separate systems 
which might end up decreasing efficiency and losing purpose.

Dione Song, Chief Commercial Officer of 
Love, Bonito Singapore ”Our biggest problem is that most of our storekeepers have been with us for more than 10 years. 

Whatever we give them to implement, it takes time. We have a great education programme
here and great training so we are trying to train them further.

Wladmir Silva, Managing Partner of Asia Pacific 
Consumer Prac9ce of DHR Interna9onal ”

“

Ensure that the 
technologies 
implemented are not 
one-sided, but rather 
benefit both the business 
and customers.

It is important to 
properly integrate 
the technologies 
across all channels.

Investing in technologies that 
digitally enable the frontline 
is a smart move to increase 
operational and employee 
efficiencies.

It should be 
approached from first 
understanding unmet 
customer needs and 
fric,on points.

”James Park, President of Guess Japan and Korea

“
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WINNING STRATEGY 6
BATTLING FOR THE RIGHT TALENT

Over the past two years there has been a significant 
shift from fighting a "war for talent" to fighting a 
"war for skills", creating environments built on 
"providing talent challenges" as a possible solution.  
As companies’ external eco-systems have become 
more diverse they have realised that the prospective 
"Generation Me" hires are looking beyond purely 
financial incentives. 

In fact, they are looking for organisations that can 
offer them challenging and innovative problems to 
solve and be a part of their overall career and life 
plans.  At an entry level, there is now an 
understanding that it is unlikely that candidates

Organisa9ons becoming talent development plaGorms

This is not to say that organisations are not looking at retention strategies designed for the longer term as 
well.  Within the retail industry (comprising very early stage adopters of e-Commerce and digital branding 
strategies) the focus has now moved to understanding how talent which may have started within 
marketing and social commerce functions can be developed through the operational and organisational
phases of digital disruption and ultimately become the business leaders of the pure play digital, data driven 
company of the future.

In a similar way to insurance and financial services organisations, other large retail and consumer 
conglomerates are also looking to develop faster moving separate pure play digital entities that can 
respond in an agile way to emerging territories. In South East Asia, companies are looking for much faster 
innovation which is quicker to action and implement, and that requires talent with experience and an 
understanding of customised, country-by-country engagement as well as knowledge of how this translates 
to both regional and global strategy.

will be with a company for the next five to ten years and a realisa,on that shorter-term objec,ve se�ng 
around appointments will result in a higher reten,on rate and a mutually be?er outcome for the business 
and the individual.  
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ECOMMERCE EXPERIENCE IS REQUIRED BUT WHAT'S NEXT?
Within Greater China, the market has experienced an ecommerce revolu9on in the past five years which 
has led to a great depth of talent with technical plaGorm experience.  As the establishment of ecommerce 
plaGorms has become ever increasingly commodi,sed, retail and consumer organisa,ons are looking for 
talent in this space to have strategic as well as technical skills, with the key ques,on being:

After five years of growth, what's next?”“

The leading ecommerce platforms, such as Alibaba in Greater China and Lazada in South East Asia, 
are developing big data and analytics "bolt-on" services which in turn are driving organisational
requirements for talent with advanced analytics capabilities that can devise and implement strategy 
based on data-supported reasoning. 

With marketing functions becoming more technology-centric, and the need for technology functions to 
become ever more business savvy, there has never been a greater demand for organisations from across 
consumer and retail sectors to look to talent from adjacent or disparate markets to fulfill key leadership 
functions where this talent shift has already taken place.  
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With the commodi,sa,on of ecommerce plaGorms
across Asia, returning (and in some cases imported)
talent from both Europe and the US with new ideas
and innova,ons has become highly sought aher.
Customers are becoming more mobile, and taking
shopping trips to countries outside of Asia is
becoming standard prac,ce. This leads to exposure
to emerging trends such as "The Social Influencer"
which, whilst not as prevalent in Greater China, are
already well established in the US and Europe, and
are gaining strong footholds within countries in
South East Asia where plaGorms like Instagram are
rapidly growing in popularity.

The Social Influencer phenomenon bridges gaps across all age groups and brands, 
creating entirely new models in customer segmentation, which in turn drives more connected channel and 
branding strategies.  Whether you are Kylie Jenner (currently tracking 140,000,000 Instagram followers and 
counting) or Iris Apfel, "The Muse of New York" (1,000,000 Instagram followers and counting), the importance 
of creating a global single point of customer view is now critical: customers are targeted worldwide, not just 
domestically, and what is absorbed abroad can often impact procurement decisions in domestic channels and 
outlets.  Across Asia, brands are looking to influencers such as 

These trends require talent that has an intrinsic understanding of the 
connected eco-system that exists between brand, consumer and plaGorm, 
and that is highly skilled in adjus,ng strategy in response to real-,me 
customer reac,on based on real-,me analy,cs and geography. The 
requirement for talent to have heightened competencies in areas such as 
adaptability and influencing is now cri,cal.

Chris Lee, the Chinese 
pop star and actress 
who is a brand 
ambassador for Gucci

Fan BingBing, who is 
a regular influencer 
for Givenchy
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As organisations cross borders, barriers start to come down. Talent with heightened collaborative competencies 
is vital for organisations to be able to identify synergies between different markets and understand how this is 
translated to an overall global strategy, not just a local one.

The ability of organisations to assess this talent and change competency requirements (particularly when 
looking outside of their competitive eco-systems) still falls behind the curve, with senior leadership teams and 
boards still looking for support in this area to help understand the talent landscape and its application to 
changes in business and market challenges.  

BRAND

CONSUMER PLATFORM



Understand how the talent’s 
offering can blend into your 

exis,ng organisa,onal
structure and add to the 

skills needed to reach the 
ideal Future Ready state well 

before hiring. Consider non-conventional hires 
to balance both talent and 

knowledge relevancy / emotional 
affinity to key customers.

Revamp ways to nurture 
the individualistic 

ambitions of new talent.

K E Y  T A K E A W A Y S

EXPERT OPINION: WINNING STRATEGY 6

Wladmir Silva, Managing Partner Asia Pacific 
Consumer Prac9ce of DHR Interna9onal ”

I believe that the biggest asset of every organisation is its people.
Attracting and retaining the best talent has become a war. An aging population, low birth rates, 
low unemployment rates and the desired lifestyle of newer generations are ingredients to the 

perfect storm. It has never been so challenging to attract and retain talent, and this should be a top 
priority to every organisation. I am still surprised when I encounter a company who doesn’t have a 

CHRO in its Board and treats HR just as a support function. Good leaders with an engaged and 
motivated team make the difference on a level playing field driven by technology advancements.“

”
I believe in the next 2-3 years a lot of brands will die and 

we are going to have much more narrow competition. 
To battle this, we need the people. Our priority and investment are always in our 

people. Technology is also very important, although we know we are behind.“
James Park, President of Guess Japan and Korea
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WHAT SHOULD RETAIL AND 
CPG COMPANIES KNOW ABOUT 
THE MANY HYPER CONNECTED 
SHOPPERS OF APAC TODAY?

Without aligning strategy back to customer insights, the journey to being Future Ready will only be 
halfway complete. Due to the rich cultural diversity of the APAC region, it is undeniable that there are 
many types of hyper connected shoppers. As an overview, we have outlined the key trends that retail 
and CPG companies should know about such shoppers in key APAC markets to truly make a 
meaningful impact.

CHINA
As the boundaries between online and offline are strategically merged to invent the Next Retail 
experience, Chinese shoppers no longer utilise channels in isolation, but instead simultaneously, to benefit 
the whole omni-channel shopper journey.  Shopping on mobile at least once a month (65%) and spending 
approximately 17.8 billion USD during China’s largest ‘Singles Day’ one-day shopping event, Chinese 
mobile commerce will hit 5.638 trillion USD in sales by the end of 2019. WeChat, QR codes and self-service 
touch displays are all essentials that China’s digitally native shoppers expect, but what matters more is 
how they are using them to elevate the overall experience and B2C interaction. For retail and CPG 
companies targeting or aiming to target the Chinese market, here are the things Chinese hyper connected 
shoppers want most:

Immediacy, not just hyper convenience – Think See Now, Buy Now services.

Data-driven retail empowerment – 9/10 Chinese shoppers are ready to share their data with 
companies for more personalised services .

Social commerce that entertains – Particularly among China’s post-80s and 90s, young shoppers 
want to be entertained whilst shopping online, especially using gamification tactics.

New niche cross-border CPG offerings – Preferably to introduce on existing ecommerce channels 
which Chinese shoppers already use. Approximately 61% of hyper connected Chinese shoppers want 
brands to offer more cross-border offerings, while the number of digital cross-border shoppers has grown 
eight times in just five years to reach 89 million in 2018 (see figure 9). The newest opportunity for this is in 
men’s grooming, including skincare and cosmetics like facial masks and BB creams, which will hit 16.04 
billion yuan in 2022. 

IN SUMMARY, THE CHINESE HYPER CONNECTED SHOPPERS 
OF TODAY WANT:

Dynamic and 
hyper-relevant experiences with 

seamless integration of technology.

Strong brand presence across 
mul9ple m-commerce plaGorms 

for easier accessibility 
and convenience.
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Figure 9: Growth in Cross-Border Digital Buyers in China

Cross-Border Digital Buyers in China, 2013-2018
millions
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Source: China e-Business Research Center (CECRC), “2018 China Cross-Border Ecommerce Market Data Report,” June 5, 2019

THAILAND
Although unlike China, the omni-channel trend has yet to be fully embraced in Thailand, 13.9 million 
Thai shoppers are actively buying online today. Social commerce is particularly strong, whereby many 
small merchants are posing threats to larger brands by actively selling personalised fashion, beauty 
and other products on their own Facebook, Instagram and LINE pages to match the social media 
habits of shoppers. From a cultural perspective, Thai shoppers are willing to experiment and embrace 
newness so long as those around them likewise conform. Subsequently, retail and CPG companies 
need to strike a balance between technological and cultural relevancy when elevating their shopping 
experiences for Thais. To fully embrace the opportunities of this opportune developing market, these 
are the things hyper connected Thai shoppers want today:

Simple real 9me services online – Adding live chat or Click and Collect features can already 
ease the challenges Thai shoppers face when buying online.

Partnering with brands they already love – Ge�ng local endorsement is ohen the toughest 
barrier companies face. With the growing plethora of small merchants and technology start-ups, 
forming a partnership ecosystem with local vendors could help retail and CPG companies win more 
Thai shoppers.

U9lising social beyond awareness – To drive added transac,ons among the 32 million Thai 
users using LINE, many companies are ac,vely inves,ng in this messenger app. Though it may be 
temp,ng to conform, it is important to properly consider the role of LINE across the en,re purchase 
funnel given the high industry average block rate (15-50%). How might retail and CPG companies make 
use of LINE to hit CRM and data acquisi,on metrics on top of driving awareness and engagement to 
enhance the overall shopping experience?
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IN SUMMARY, THE THAI HYPER CONNECTED SHOPPERS 
OF TODAY WANT:

Convenient access to informa9on 
that is done on social 

networking plaGorms.

Shopping experiences that 
have a more personal and 
conversational approach.

SINGAPORE

In Singapore, 84% of the population state that they love to shop online, and nearly a third of the 
population buy online once a week. With Singapore having a high smartphone penetration rate, with 
ownership of devices at an average of 3.71 per person and access to devices at an average of 4.72 per 
person, Singaporeans of all ages have embraced the spirit of browsing and shopping online. Here is a 
snapshot of hyper-connected shoppers in Singapore:

A love for online shopping - A staggering three-quarters of Singaporeans purchased online at least 
once a month, with millennials and wealthier Singaporeans being more likely to purchase at least once
a week.

Huge popularity of in-app shopping - It is being used at least once a week by 46% of the population.

Open to new experiences - Shoppers are becoming interested in using AR to 'try' their clothing, with 
more than half of Singaporeans believing that this would enhance their shopping experience.

Savvy and well-connected Singaporeans now expect a seamless offline-to-online shopping journey, optimised
ecommerce, and more importantly, m-commerce platforms, retail-tainment, and an overall shopping 
experience that can resonate with them. Retail and CPG companies are increasingly turning to digital 
technology. Coupled with increasing demands and expectations from shoppers, the heat is on for brands and 
retailers to contend for a share in the retail landscape. Experiential retail is a strong shopper magnet, and by 
focusing on customer experiences with the aid of digital technology, they can curate a retail experience that 
can learn more about and resonate well with the shopper.

IN SUMMARY, THE SINGAPOREAN HYPER CONNECTED SHOPPERS 
OF TODAY WANT:

Seamless 
omni-channel 

shopping journeys 
with ongoing 

surprise and delight 
moments.

Retail-tainment and 
experien9al retail as 

key differen9ators 
between on-trend and 
not on-trend brands.

Strong brand presence 
across mul9ple 
m-commerce 

plaGorms for easier 
accessibility and 

convenience.
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INDONESIA

Indonesia, on the other hand, is seeing a move from proximity retailing to online shopping. Mobile 
phones are the most convenient for online shopping, due to the strong demand for convenience 
among many hyper connected shoppers in Indonesia. In addition, the country is experiencing the 
closure of many retailers. This trend has nothing to do with shoppers’ purchasing power – it is more 
due to the growth of technology, and because shoppers are becoming more economical as they 
become more knowledgeable. Here is a snapshot of hyper connected shoppers in Indonesia:

Convenience is key - According to Nielsen’s 2018 ‘Lifestyle Changes Improve The Need Of 
Convenience For Consumers’ report, 58% of shoppers said they would choose a retail store with a location 
that was convenient for them. 44% choose to shop at stores that have short checkout lines or fast 
checkout lanes.

Rise of internet and mobile adoption - 58% of Indonesians with smartphones will grow to 78% by 
2020, according to OpenGov Asia. 74% of Indonesian online consumers say that they enjoy the freedom of 
being connected anytime, anywhere.

Utilisation of advanced technologies - The younger, digitally literate population has been quick to 
adopt technologies such as QR codes, facial recognition and AI, as well as shifting to cashless payments.

A landscape ripe for innovation - With the growing mobile adoption rate and the increase in the 
millennial population, more daring innovation related to retailing is also emerging, as the Indonesian 
population, especially those who reside in the capital city, is deemed to be better able to receive and 
utilise more advanced technology. Through aggressive promotions by digital payments platforms such 
as GoPay and OVO, this led shoppers to quickly adopt this technology at a faster pace. Retail and CPG 
companies need to realise that the opportunities are there for them to evolve through partnerships and 
by increasing touchpoints with shoppers and instil in them the joy of the shopping experience.

IN SUMMARY, THE INDONESIA HYPER CONNECTED SHOPPERS 
OF TODAY WANT:

Strong brand presence across 
multiple m-commerce platforms 

for easier accessibility 
and convenience.

Digi9sed payment op9ons that are 
be{er connected with devices and 

apps they use on a day-to-day 
basis.
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THE FINAL TAKEAWAY FOR 
RETAIL AND CPG COMPANIES

TODAY’S REALITY:
01
The digital transformation 
race continues to be real 
and rapid.

02
Becoming a ‘Future Ready’ organisation is not a straightforward path to 
success. There are many possible pathways, each with their own advantages 
and challenges of which retail and CPG companies should be cognisant.

03
Ul,mately, to determine the right steps, companies need to start from a customer-centric perspec,ve. Only 
then will the transforma,on strategically enable companies to maximise opera,onal efficiency and 
meaningful customer experience that makes the brand ma?er to their customers.

THE 6 WINNING STRATEGIES:
01
Re-image selling models 
at the forefront

02
Establish a plaGorm and 
ecosystem of partners 

03
Maximise data monetisation, 
both internally and externally

04
Deliver data wrapped shopping 
experiences that delight

05
Empower the 
frontline digitally

06
Battle for a diverse 
range of new talent

THE MANY NEEDS OF HYPER 
CONNECTED SHOPPERS IN APAC:
CHINA
Immediacy in retail speed, new niche cross-border 
CPG offerings, social commerce that entertains, 
and data-driven retail empowerment.

THAILAND
Simple real ,me services online, new partnership 
offerings with local brands they love, and u,lising
social beyond awareness.

SINGAPORE
Seamless omni-channel shopping, retail-tainment, 
and increased brand penetra,on across mul,ple 
m-commerce plaGorms.

INDONESIA
Increased brand penetration across multiple 
m-commerce platforms and new digitised payment 
options that connect with their day-to-day digital habits.

41



ABOUT

We are the global strategy and innovation arm of the world’s greatest creative network, 
The Ogilvy Group.

At Ogilvy Consulting, we believe in the power of brand, customer experience, data and 
technology to transform businesses, and drive growth. In an era of great fragmentation, 
brands are the connective tissue for complex organisations and global economies.

We provide Digital Transformation, Innovation and Marketing Transformation consulting, 
with an approach that puts your customer at the center to deliver transformation that 
strengthens your brand and drives growth.
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ABOUT

Founded in 1989, DHR Interna,onal is one of the largest, privately held providers of 
execu,ve search solu,ons with over 50 wholly-owned offices spanning the globe.

DHR Interna,onal’s renowned consultants specialise in all industries and func,ons in order 
to provide unparalleled senior-level execu9ve search, management assessment and 
succession planning services tailored to the unique quali,es and specifica,ons of our 
select client base. DHR Interna,onal are leaders within the digital and innova,on space 
providing strategic insight and exper,se to many of the worlds largest MNCs and across 
Asia to some of the best known brands and organisa,ons.

At DHR Interna,onal, our mission and values are to create the best possible partnerships 
between our clients and candidates guided by the collabora,on among our industry 
experts. Our success is based on the sa,sfac,on of our clients and the growth of our 
candidates. We do not work on searches, we solve them.
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Everyone is talking about the convergence of changing technology, consumer 
behaviours, and workforce talent that is pushing tried and tested business models to 
the edge of extinction.

But what hasn’t been so immediate is clarity in the boardroom. Who “owns” the 
technology? How do you reinvigorate, transform and rally the troops? How do you sell 
product in a fragmented world? How do you change a business model before it’s too 
late? How can you plan for growth?

The digital transformation of any organisation must start in the boardroom. It is a shared 
responsibility that transcends functions and departments. Collaboration holds the key, 
and S_HIFT is the product of two respective industry leaders doing just that.

With expertise in customer insight and brand building (Ogilvy), and talent 
transformation (DHR); S_HIFT is a unique collaboration to help businesses tackle a 
holistic approach to digital transformation.

Our research papers and events are designed to help the C-suite clarify and simplify in a 
world of digital disruption. And our bespoke consulting offering helps to unify the 
boardroom through structured assessments and tools, which ultimately help 
organisations plan, implement, and deliver short, medium, and long term 
strategic growth.

ABOUT

S_HIFT

44



Ogilvy is the only Creative Agency that is a research patron of MIT CISR. This patronage 
provides Ogilvy with a distinct advantage in helping businesses: understand, strategise, 
design and execute Organisational, Marketing and Technology transformation.

Through our patronship, Ogilvy will be working with MIT CISR to develop research and 
strategies that defines the role and requirements of Brand building in Digital Transformation. 
This unique research will be available to Ogilvy clients.

ABOUT
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Dear FinTech community

This report has been developed by Oliver Wyman and the Singapore FinTech Association with 
the support of the Monetary Authority of Singapore, and launched during the Singapore FinTech 
Festival, held from 7 to 11 December 2020. The report’s key focus is to both showcase Singapore’s 
evolution as a centre for FinTech innovation over the past five years and highlight the upcoming 
trends expected over the next five years.

As part of the report, we have conducted significant primary research to understand customer 
and business preferences, and how FinTechs are reacting and preparing for the future. This 
aspect of our research includes the following:

• A survey of more than 60 FinTechs, the majority of which are based in Singapore

• Expert opinions of industry participants (from FinTechs, Investors, and Global Technology 
companies, to regulators and industry associations), with more than 30 interviews conducted

We would like to acknowledge and thank the members of the Singapore FinTech Association 
and the wider FinTech ecosystem for their active participation.

Throughout this report, we have combined our research findings with an overview of the key 
success factors shaping the FinTech industry in Singapore, from the perspectives of funding, 
regulatory support, regional collaboration, and having an able talent pool. We include our 
survey results with quotes from interviews with relevant industry personnel to define the 
FinTech landscape and deep dive into opportunities for Singapore to leverage, so as to 
strengthen its position as a regional FinTech hub.

We hope that through this report, members active in the FinTech community will be able to 
better navigate within its wider ecosystem and prepare themselves appropriately for 2020 
and beyond, and as a result, realise their growth ambitions in the region.

Chia Hock Lai

President
Singapore FinTech Association

Ben Balzer

Partner, Head of Corporate Finance & Advisory in Asia Pacific
Oliver Wyman (Singapore)
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DIVERSITY OF FINTECHS
Subsector split by # of companies2

2015 2016 2017 2018 2019

299 280
416

642

861

+30%

FINTECH FUNDING
US$ Million1

23% Payments and remittances

17% Lending and credit17% RegTech and data analytics

22% Wealth management and capital markets

13% Others

8% InsurTech

GROWTH OF NUMBER OF FINTECHS AND EMPLOYEES
IN 5 YEARS

>10,000
employees

>1,000
FinTechs

2015

2020

2020

2015

~1,100

<100

GLOBAL RECOGNITION AND PREFERRED
CHOICE FOR REGIONAL HQ

#1
Singapore is Asia’s

highest-ranking FinTech city
(Findexable’s Global FinTech Index 2020)

>40%
of SE Asia FinTechs are based

in Singapore

>200MN 
committed by the government
to grow the FinTech ecosystem

>100
incubators

40+
innovation labs

150+
Venture Capital investors

~30
corporate investors

1. Investments in Grab excluded; 2. Estimated from SFA list of FinTech Certified Companies, n=454
Source: CB Insights, Enterprise Singapore, Fintechnews Singapore, Monetary Authority of Singapore, Singapore FinTech Association
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SINGAPORE AS A CENTRE FOR FINTECH INNOVATION
The FinTech community in Singapore has grown rapidly in the last five years, with exponential 
growth in the number of FinTechs and people employed by them. The adoption of FinTech by 
traditional Financial Institutions has also grown, as they have sought means to innovate and 
transform. FinTech funding has risen steadily to fuel this growth. Moreover, the concentration 
of FinTechs in Singapore and their diversity in terms of their business models demonstrate that 
Singapore is an attractive FinTech centre.

Interestingly, in 2020, Singapore has demonstrated resilience amidst the COVID-19 pandemic. 
While the COVID-19 pandemic has resulted in a fall in overall FinTech funding in Asia (particularly 
in China and India), the funding landscape in Singapore has been less volatile. Despite an initial 
decline in funding, Singapore’s FinTech investments rebounded in the second quarter of 2020, 
with investors recognising the opportunities existing in Southeast Asia. This support for FinTechs 
in Singapore stands in contrast to other markets in the region, where many FinTechs, especially 
early-stage businesses, have struggled to cope with the impacts of the pandemic.

COVID-19 has also accelerated the pace of digital adoption, further benefitting FinTechs. In 
fact, in some sub-sectors of the economy, the pandemic has had a positive impact on business 
performance, particularly for businesses not exposed to credit risk, such as those involved in the 
facilitation of payments, wealth management, and insurance.

Exhibit 1: Comparison of FinTech investments in Asia versus Singapore1

US$ Million

3,132

2,403

68

278

-0.3x

+4.1x

Asia2 Singapore
Q1 2020 Q2 2020

1. Investments into Grab excluded (US$856MN in Q1 2020); 2. Asia includes China and India.
Source: CB Insights, Fintechnews Singapore, Oliver Wyman analysis

66% of FinTechs saw an increase in demand in their business 
during COVID-19
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40% of FinTechs believe that the increase in demand due to the 
COVID-19 pandemic is likely to be sustained over a longer period 
of time

Wider spread of investments across various sub-sectors. Over the past five years, the diversity 
of FinTechs and their business models in Singapore has broadened significantly. The initial 
advent of FinTechs was to address unmet needs in the market and solve customers’ pain points. 
During the first FinTech wave, the majority of entrepreneurial activity and funding was centred 
on the facilitation of payments and lending, so as to improve financial inclusion in the Southeast 
Asian region.

Exhibit 2: Investment in Singapore FinTechs by product

2015

2019 56

73

Total FinTech Funding

Total # of deals

2015 2019

37%

69%

19%

4%

24%
15%

4%1%
11%

1% 5%10%

20%

38%

11%
18%

33%

17%
7%6% 6%3%

23%18%

Payments
and remittances

Lending
and credit

Wealth mgmt.
and capital markets

RegTech and
data analytics

InsurTech Others

Payments, remittances, and lending
% of investments

Source: CB Insights, SFA-OW FinTech Survey 2020, n=63, Oliver Wyman analysis

As the payments and lending space matures, new sub-sectors are emerging. New entrants to 
the FinTech sector have shifted gears and are exploring white spaces in Wealth Management, 
Capital Markets, InsurTech, RegTech, and Data Analytics. This development has given rise to 
a vibrant FinTech landscape as shown in the FinTech map below.
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Exhibit 3: Singapore FinTech map 2020
Non-exhaustive

Payments and Remittances Lending/Credit

InsurTech

Capital Markets

Data Analytics

Personal Finance & Wealth Management

Blockchain, DLT, Crypto

FinTech as a Service

v

RegTech, Security & Authentication

Source: Singapore FinTech Association



Singapore FinTech Landscape 2020 And Beyond

© Oliver Wyman 5

KEY SUCCESS FACTORS FOR A REGIONAL FINTECH HUB

“Singapore as a FinTech hub for both investors and entrepreneurs is unrivalled in 
Southeast Asia. Singapore has the right ingredients: regulatory support, talent, tax 
treaties, ownership, and share structures, and it’s politically friendly standing in the 
region makes it a good petri dish for innovation and expansion into other markets.”

— Vinnie Lauria, Founding Partner, Golden Gate Ventures

While the abovementioned facts speak for themselves to a large extent, we set out to answer 
in more detail what determines whether a country can be successful in establishing itself as a 
FinTech hub. There are many contributing factors. However, we have narrowed in on four key 
success factors for establishing a strong FinTech hub.

Exhibit 4: Four key success factors

STARTUP-FOCUSED
INVESTOR
ECOSYSTEM
Sufficient access to 
capital to enable 
FinTech growth across 
funding stages

Sufficient localised 
investors with 
networks and local 
market understanding

PROGRESSIVE
REGULATORY
SUPPORT
Support in place to 
encourage innovation

Support to establish 
networks and 
ecosystems to support 
hub establishment

Legal and regulated 
frameworks creating
a level playing field
for FinTechs

CROSS-BORDER
ACCESS TO CUSTOMERS
AND PARTNERS

BUSINESS AND
TECH TALENT POOL

Access to sufficiently 
skilled tech and 
business talents
within the market

Relative attractiveness 
of the FinTech value 
proposition for these 
talents

Number of customers 
accessible
Number of partners 
accessible and their 
attitudes to FinTech 
collaboration
Cross-border alliances 
to support innovation 
and expansion

Source: Oliver Wyman analysis

To provide detailed perspectives on these four key success factors, we surveyed over 60 FinTechs 
in Singapore, and interviewed more than 30 FinTechs, investors, regulators, and other 
stakeholders. The findings of this primary research, alongside additional data, are presented 
in the following sections.
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STARTUP-FOCUSED INVESTOR ECOSYSTEM
Singapore has taken the lead in Southeast Asia’s FinTech funding. Private-sector funding 
has been important for the growth of Singapore’s FinTech ecosystem, with angel investors, 
venture capitalists, and private equity funds injecting capital. From 2015 to 2019, approximately 
65 percent of the FinTech funding in Southeast Asia was directed to businesses in Singapore, 
close to four times more than the funding received by the next-largest market.

Exhibit 5: Total cumulative FinTech investments in Southeast Asian markets
2015-2019, US$ Million

2,498 

654

273
162 91135

Singapore1 Indonesia2 Philippines Thailand Vietnam Malaysia

1. Investments in Grab excluded; 2. Investments in Gojek excluded.
Source: CB Insights, Oliver Wyman analysis

45 new VC funds were authorised to operate under the Venture 
Capital Fund Manager regime in 2019

Government-linked funds have played an important role in kickstarting the FinTech 
ecosystem and supporting, in particular, earlier-stage startups. According to The Straits Times, 
in 2015, Temasek injected US$142 million into local venture capital funds, with US$75 million 
allocated to its subsidiary Vertex Venture Holding, and the remaining split across several local 
venture capital funds. In turn, these funds were able to provide between US$1.5 million and 
US$15 million to promising startups, so as to help them scale their business operations. Validus 
Capital, NIUM, and Xfers are a few notable examples of FinTechs that received funding via these 
venture capital funds and have continued to raise subsequent related funding.
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“Singapore is increasingly becoming a hub that includes data centres, regional 
talent, and diversified sources of capital. We have seen meaningful acceleration on 
this, and despite the COVID-19 pandemic, global investors have been injecting funds 
into Singapore FinTechs, an indication of the strength of our ecosystem.”

— Pradyumna Agrawal, Director, Investment, Temasek

International venture capital firms have increasingly raised their exposure to Singapore. 
Many foreign VC funds have established local teams in Singapore. These teams focus their 
capital pools for investment on Southeast Asia, in order to access more opportunities in the 
region. One example is Sequoia Capital, which nearly 10 years ago was one of the first American 
VC firms to establish offices in Singapore. Such a path has been followed by numerous others, 
including newcomer Lightspeed Venture Partners, which despite the restrictions created by the 
COVID-19 pandemic, established a Singapore office just this year. MAS has supported the entry 
of foreign capital in recent years by simplifying regulatory requirements for VC firms to establish 
themselves in Singapore.

70% of Singapore FinTech investments are in Seed and Series A rounds 

Fewer funds focused on Series C and D funding. The FinTech industry in Southeast Asia is still 
relatively nascent compared to Silicon Valley, for example, and a large percentage of Southeast 
Asian FinTechs are early-stage businesses. The investor community in Southeast Asia is similarly 
relatively nascent, and the majority of FinTech-focused investors in the region mainly participate 
in early-stage funding. Several interviewees mentioned that fewer funds focus on Series C and 
D funding within the Southeast Asian investor ecosystem, a point which is also supported by the 
data on hand.

Exhibit 6: Deal share by stage for FinTechs in 2019
% of total dollar value of FinTech investments

Singapore

US

China

37% 26% 16% 14% 7%

32% 24% 20% 23% 1%

51% 19% 19% 9% 2%

Seed/Angel Series A Series B Series C and above Others

Source: CB Insights

58% of FinTechs indicated access to later stage funding as the area in 
which they need further assistance in the next 5 years
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Foreign investors currently provide funding to Southeast Asian FinTechs in Series C and beyond. 
Foreign VC investments in Southeast Asia have increased in recent years to fuel the next stage of 
growth for regional FinTechs (and other startups) in Series C and beyond. As an example, when 
Vietnamese FinTech VNPay raised US$300 million in funding in 2019, it did so through GIC and 
Japanese conglomerate SoftBank.

In addition, there is demand from foreign investors to invest in the region, particularly from 
the United States and China. While the proportion of domestic VC investments to foreign ones 
remained relatively similar at approximately 25 percent for the former and 75 percent for the 
latter between 2015 and 2019, the aggregate of foreign VC investments made in 2019 was 
substantially more than it was in 2015. Examples include American multinational corporations 
(MNCs) such as Visa, AIA, Google, Microsoft, and Facebook investing in Gojek and its financial 
services business, and Chinese financial services player Ant Financial investing in several e-wallet 
FinTechs throughout Southeast Asia.

Exhibit 7: Domestic and foreign venture capital investment into FinTech in Southeast Asia
US$ Billion1

1.20

1.60

0.400.17
0.07

ForeignDomestic

0.24

7x increase in foreign venture
capital investments since 2015

2015 2019

1. Domestic VC investments refer to investments made by VCs in Southeast Asia while Foreign VC investments refer to those 
made by VCs outside Southeast Asia.
Source: Dealroom

Later-stage funding will develop as the sector matures. While fewer Southeast Asian funds are 
focused on making later-stage investments, there is a general consensus that this correlates to 
the current level of maturity of the startup ecosystem in Southeast Asia. As the sector develops, 
VCs will also increase in size and invest in larger deals. For example, Golden Gate Ventures 
and Hanwha Asset Management have recently agreed to launch a US$200 million growth fund 
focused on Series B and C funding. Meanwhile, East Ventures has launched the EV Growth Fund 
to support subsequent funding rounds.
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“Overall, Southeast Asia has garnered strong interest from across the globe, which 
will only increase as the ecosystem develops further. Prominent venture capital 
firms have grown and set up later-stage funds in anticipation of this.”

— Khai Lin Sng, Co-Founder and CFO, Fundnel

FINTECHS ARE SEEKING WAYS TO ATTRACT MORE GLOBAL INVESTORS TO 
SOUTHEAST ASIA

“For larger rounds (Series C and beyond), we sought the help of a large international 
bank with a global network of investors to support us.”

— Rosaline Koo, Founder and CEO, CXA Group

As the sector progresses, there are a few ways in which FinTechs in Singapore could connect to 
a wider pool of investors in the coming five years. For example, the FinTechs could leverage on 
the extensive network of international banks. Alternatively, they could invite global mega-funds 
to set up shop in Singapore. They could also partner with smaller local funds (similar to the 
partnership that currently exists between Wavemaker Partners and Draper Associates).

The government can also play a role. For example, in Ireland, Enterprise Ireland has set up 
dedicated FinTech offices in key FinTech hubs such as Silicon Valley, New York and Singapore to 
showcase Irish FinTechs to international investors. This initiative has led to a steady increase in 
FinTech investments in Ireland. Since 2014, a total of US$1.3 billion has been invested in Irish-
based FinTechs, with increased late-stage funding also being achieved.

Singapore’s FinTech investor scene is vibrant. While it has grown over the years, the key metrics 
we have highlighted point towards its continued positive trajectory. Our research and interviews 
with people in the industry have also highlighted a few areas in which to either maintain or 
further build. For instance, favourable tax incentives should be maintained to enable foreign 
funds to set up offices in Singapore more easily. Moreover, specific VCs could be approached 
with invitations to localise in Singapore, and more could be done to showcase Singapore 
FinTechs in other geographies.
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PROGRESSIVE REGULATORY SUPPORT

“Innovation, network, ecosystem, and regulation are key drivers for a FinTech hub. 
These would allow FinTechs to be focused on building products for people who need 
it, localising them to the markets they operate in, and fostering talent diversity.”

— Sopnendu Mohanty, Chief FinTech Officer, MAS

Singapore’s ecosystem is set up to encourage innovation. Singapore has established several 
initiatives that encourage innovation and the testing of new financial services initiatives. 
These include programmes that provide financing from the public sector to early-stage 
startups, including SG Startup, FSTI, and FSTI 2.0. The private sector in Singapore has also 
established numerous innovation labs that provide support in a variety of forms to startups, 
ranging from the provision of working spaces, mentorship, and funding. MAS currently lists 
more than 40 innovation labs for FinTechs in Singapore that have been established by leading 
financial institutions.

“As a first line of support, we strive to make our base regulatory frameworks as 
transparent, timely, and proportionate as possible to allow financial institutions 
and FinTechs to experiment using technology freely and spontaneously. To further 
supplement this, the sandbox is a second line of support for more complex 
business models.”

— Damien Pang, Executive Director and Deputy Chief FinTech Officer, MAS

The current regulatory framework in Singapore allows many FinTechs to develop products 
and launch them under the existing framework. Since 2016, a regulatory sandbox has been 
established for businesses with more advanced aims. The regulatory sandbox was augmented 
with Sandbox Express in 2019 for faster market testing of innovative financial services. MAS in 
Singapore, together with the IFC and ASEAN Bankers Association, also launched an industry 
FinTech sandbox called the API Exchange (APIX) platform under the ASEAN Financial Innovation 
Network (AFIN) in 2018 to help market players connect, design experiments collaboratively, 
and deploy new digital solutions.

Finally, while COVID-19 has impacted numerous industries and created challenges for 
fundraising, Singapore has provided support for startups to survive this period through solidarity 
grants, a strong message that the government considers innovation a priority.
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Exhibit 8: Innovation initiatives supported by Singapore’s public sector

FSTI 1.0

Pledged US$165MN to catalyse 
new ideas & establish innovation 
labs through funding support
(up to 50% of set up costs)

>200 FIs and FinTechs have 
benefitted with 40+ innovation 
labs set up

In 2019 alone, equity funding 
reached US$0.9BN

FSTI 2.0

August 2020: Second round of 
funding to inject US$185MN into 
the sector to accelerate growth

Startup SG Founder programme

US$112MN committed to
groom new startups; first-time 
entrepreneurs can receive 
mentorship support and a 
startup capital grant of up
to US$37,000

Access to equity financing 
enhanced with additional 
investments through EDBi
& SEEDS Capital  

Regulatory sandbox

In 2016, first Asian country
to offer this type of setting;
allowed players to test FinTech
products on customers within
a well-defined space

API Exchange (APIX)

Open architecture platform 
launched in 2018 to support 
innovation by fostering API 
sharing between FIs & FinTechs 

MAS-SFA-AMTD FinTech 
Solidarity Grant

US$4.5MN grant backed by MAS, 
SFA and AMTD for FinTechs

One-time grant (of up to 
US$15,000) to help FinTechs 
sustain their operations and 
retain their employees

Source: Monetary Authority of Singapore, Enterprise Singapore

Multiple bodies in Singapore have worked to establish a FinTech Network and Ecosystem. 
Multiple cities around the world that are recognised as startup or FinTech hubs have developed 
an ecosystem around these startups, such as Silicon Valley in San Francisco, Silicon Roundabout 
in London, and Silicon Slopes in Utah. Singapore has also developed several features that support 
its FinTech ecosystem, including the establishment of the Singapore FinTech Festival. In addition, 
the Singapore FinTech Association has been set up as an industry body to provide representation 
to FinTechs. It provides resources (such as a jobs portal and directory), opportunities for FinTechs 
to showcase their innovative ideas, and certification to FinTechs on behalf of MAS so that they 
can qualify for certain grants. Numerous co-working spaces have also been established that can 
be used by startups and FinTechs in Singapore from both the private and public sector. Examples 
of these include 80RR, run in partnership with SFA, and BLOCK 71, run by NUS Enterprise.

“As financial services institutions continue to navigate complex challenges in this 
new normal, world-class platforms like the Singapore FinTech Festival that spotlight 
transformative innovators who are shaping and propelling the industry forward are 
more important than ever.”

— Derek White, Vice President, Global Financial Services, Google Cloud
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Exhibit 9: Network and ecosystem initiatives

Singapore FinTech Association

•  Established in 2016 to facilitate 
collaboration between FinTech 
ecosystem players

•  Provide resources for FinTechs and 
certification to qualify for certain grants

•  ~60 MOUs with organisations in
40 countries and >850 corporate 
members

Singapore FinTech Festival

•  Organised yearly by the MAS to bring 
together innovative ideas

•  >60,000 attendees in 2019 with
800+ global speakers and 240+ hours 
of content/talks

80RR FinTech Hub

•  Set up by Hong Leong Holdings, MAS and 
SFA as a co-working space dedicated for 
FinTechs in 2017

•  Currently home to ~60 FinTech companies 
from diverse countries and backgrounds

BLOCK71

•  Initiative by NUS Enterprise in 
partnership with established 
corporates/government agencies to 
provide startups with mentorship and 
growth opportunities in local and 
global markets

•  Vibrant start-up community and 
innovation cluster housing >100 
start-ups, VCs & incubators

Source: Monetary Authority of Singapore, Singapore FinTech Association

Singapore is a clear leader in terms of the legal and regulatory frameworks in place for 
FinTechs to operate. In 2019, Singapore was recognised as the second easiest place in the world 
to do business for reasons such as ease of business establishment, foreign equity ownership, tax 
frameworks, and contract enforcement, including IP protection. These factors have supported 
the decision of more than 55 percent of MNCs to establish their regional headquarters for Asia 
in Singapore. The political stability in Singapore also provides peace of mind to entrepreneurs on 
the continuity of the legal and regulatory regime.

Exhibit 10: Key highlights of Singapore’s regulatory strengths

#2 ease of doing business
in the world in 2019

>100 domestic/foreign bank operations
& regional HQ for 59% of MNCs in Asia

Strongest IP regime
in Asia in 2018

Source: World Bank, Economic Development Board, World Economic Forum

The Singapore government has also been open to embracing digital innovation in the public 
sector. For example, SingPass was launched in 2003 as a single digital identity for individuals to 
transact with government agencies. A digital identity for corporates (CorpPass) was subsequently 
launched in 2016. In 2017, a national digital identity initiative was launched as a strategic 
national project to build a public digital infrastructure for the digital economy. All residents in 
Singapore will be issued with a national digital identity, which can be used for transactions in 
both the public and private sector. The Electronic Transactions Act was amended in 2010 to 
recognise both electronic and digital signatures. Many of these digital initiatives do not yet exist 
in other markets in Southeast Asia, where some markets, such as the Philippines, are in the early 
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stages of implementing a national identity system, or allowing digital signatures, as is the case 
in Vietnam. Singapore’s openness to digital initiatives across both the public and private sectors 
allows business models and workflows to be incubated and tested here in a way that would not 
be feasible elsewhere.

MAS has adopted a progressive stance to new technologies and business models, and have 
prioritised the need to ensure that regulations remain conducive to innovation. MAS is noted 
for acting in partnership with the private sector and listening to its needs. An instance would be 
Project Ubin, a collaborative project with the FinTech industry to explore the use of Blockchain 
and Distributed Ledger Technology (DLT) for the clearing and settlement of payments and 
securities. MAS also launched the Payment Services Act in 2019, a forward looking and flexible 
regulatory framework, which provided for regulatory certainty and consumer safeguards, while 
encouraging the innovation and growth of payment services and FinTech.

Exhibit 11: Initiatives supported by Singapore’s public sector

2003
SingPass
Launched a single digital identity for individuals

Electronics Transaction Act
Amended in 2010 to recognise the use of electronic and digital signatures

CorpPass
Launched a single digital identity for corporates to transact with government agencies

Project Ubin
Launched a collaborative project with the industry to explore the use of blockchain and
distributed ledger technology for the clearing and settlement of payments and securities

MyInfo personal data platform
First pilot with major banks in Singapore, as part of the national digital identity initiative

ASEAN Payment Connectivity: Singapore and Thailand Payments Linkage
Commenced work on linking Singapore's PayNow to Thailand's PromptPay, to 
facilitate real-time cross-border transactions via mobile phone proxy

Cyber Security Act e-KYC
Established a legal framework for the oversight and maintenance of national cybersecurity

Payments Services Act
Provided for regulatory certainty and consumer safeguards and encouraged innovation 
and growth of payment services and FinTech

Framework for digital payments — Cryptocurrency
Regulated use cases instead of completely restricting the use of cryptocurrencies

Proposed New Omnibus Act for the Financial Sector
Consulted industry players for their views on the regulation of virtual asset service 
providers in Singapore

2010

2016

2018

2019

2020

2017

FAST and PayNow
Announced plans to enable direct access to FAST and PayNow for non-bank financial 
institutions such as major e-wallet providers

Source: Monetary Authority of Singapore
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FinTechs recognise the supportive regulatory environment to operate in Singapore. The 
FinTechs we interviewed and surveyed recognise that Singapore is leading within Asia in terms 
of legal and regulatory frameworks for FinTechs, and that the regulator is open to listening to 
FinTechs and working with them to resolve problems for the benefit of customers.

Exhibit 12: FinTech survey responses on Singapore’s legal and regulatory frameworks

86%
of FinTechs believe Singapore outperforms 
in terms of its regulatory framework and 
the ease of setting up a business versus 
other Southeast Asian markets

63%
agree that access to 
financial grants for 
FinTechs has improved 
significantly

54%
feel that the regulatory 
attitudes towards FinTechs 
have improved significantly 
in the last two years

Source: SFA-OW FinTech Survey 2020, n=63

Exhibit 13: Interview quotes on Singapore’s legal and regulatory frameworks

Singapore has done a great job in building the 
global Singapore brand and the regulator is 
very forward looking.

— Shailesh Naik, Founder and CEO, MatchMove

When we started there was no regulation, and 
our business should not have been feasible. 
MAS was very open to discuss new ideas, 
they listened and actually made it possible.

— Michele Ferrario, Co-founder and CEO, 
StashAway

Regulatory stability in Singapore is important for 
FinTechs. The thoughtfulness, thoroughness 
and credibility of the regulator helps with 
international expansion — if you comply in 
Singapore, you should be in a good position
in other markets.

— Kelvin Teo, Co-founder and Group CEO,
Funding Societies

We have found Singapore to be a fantastic 
hub for our business seamlessly 
complementing our on-the-ground operations 
in Indonesia — the progressiveness and 
transparency of the government and 
regulators is a key driving force.

— Abhijay Sethia, Head of Strategy and 
Corporate Development, FinAccel

Source: SFA-OW FinTech Survey 2020, n=63

 
The FinTech community sees Digital Banking Licenses as a positive. Singapore was the first 
country in Southeast Asia to formally introduce a framework for digital banking licenses. More 
than 80 percent of the FinTechs we surveyed were supportive of this legislation, and saw it 
providing more opportunities for partnerships and collaboration.
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Exhibit 14: FinTech survey responses on singapore’s digital banking license

81%
of the FinTechs surveyed indicated their support for the new digital banking license

The market is still far from 
saturation and greater 
diversity with varying 
focuses and strengths will 
spur further innovation.

Allows FinTechs to access a 
dynamic market that would 
be receptive to their offerings.

Launch of Digital Banking 
License is a step in the right 
direction, provide more 
partnership opportunities.

Demonstrates the openness 
to have a new regulated 
framework to offer the best 
to customers.

Shows an overall 
advancement to the sector, 
and opportunities for platform 
providers to white-label.

It creates a more open 
ecosystem and encourages 
collaboration amongst 
different players in the 
industry.

Source: SFA-OW FinTech Survey 2020, n=63, selected quotes

FinTechs see further opportunities to build on the progress made in regulation to date. While 
recognising the progress that has been made in establishing Singapore as a FinTech hub, many 
FinTechs also expressed a few areas where they would like to see an increased focus. These 
include efforts on continuing to refresh regulation and the further opening up of infrastructure 
to FinTechs, as well as actions that can harmonise standards across Southeast Asia, thereby 
allowing FinTechs to undertake regional strategies with greater ease.
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Exhibit 15: Interview quotes on further opportunities

Our world is going to shift to a truly digital 
economy. Singapore has an important role
to play by serving the role of a data refinery 
(analysing and processing real-time data 
aggregated from the region to provide 
meaningful insights). This would require 
harmonisation of data standards across 
markets.

— Sopnendu Mohanty, Chief FinTech Officer, MAS 

Singapore has been good and forward 
thinking, but we need to keep evolving 
regulations to ensure a level playing field for 
FinTechs and traditional financial services.
As our business models continue to evolve,
our regulations would also need to evolve.

All FinTechs and companies would see
a benefit in using a set of international 
regulatory standards — look at the benefits 
that IFRS and Basel have brought globally.

The ideal situation would be a United 
Nations for regulators with common 
standards across a number of topics,
e.g. KYC. Taking a step towards this, could
there be a coordinated approach where
Singapore provides guidance to others?

Scaling is a challenge FinTechs in SEA as the 
licenses are fragmented within a country
and requirements are very different across 
countries with zero passporting in between… 
important to find a way to bridge that gap.

In sectors such as telecommunications and 
energy, the infrastructure has been opened 
up for other players to license and use it.
We should do the same for financial services — 
this is happening but there are still some areas 
that are not open to us.

A challenge we face with FinTech is that
the regulator is both the arbiter and 
policeman while for other sectors the 
government sets policy and the regulator 
regulates. Could there be a permanent 
secretary of FinTech/startups?

If we wish to encourage FinTech we should 
recognise that FinTechs need a push and that 
governments have vast resources — when 
there are government support programs such 
as disbursement of funds a certain percentage 
should be allocated to be distributed through 
FinTech channels and not only traditional 
financial services.

Source: SFA-OW FinTech Interviews 2020, selected quotes



Singapore FinTech Landscape 2020 And Beyond

© Oliver Wyman 17

LOOKING AHEAD

Based on the input received from FinTechs and other interviewees, we see several recurring 
themes that have been suggested for Singapore to take on board and consider, as stated below:

Continue to keep regulation current
On the one hand, FinTechs clearly recognise that Singapore has been a leader in its approach 
to regulation, particularly in Southeast Asia. On the other, FinTechs stressed that this is a never-
ending task and that regulation must be re-examined continuously to ensure a level playing 
field. The COVID-19 pandemic and its impact on the industry is a lesson to all that the business 
environment remains highly dynamic.

Further open up the financial services infrastructure
FinTechs stressed the importance of being able to access the financial services infrastructure to 
conduct their business. An example of further enabling access to financial services is in regard to 
FAST and PayNow. MAS announced in September 2018 the policy decision to enable direct access 
to FAST and PayNow for non-bank financial institutions (NFIs). Starting February 2021, NFIs that 
are licensed as major payment institutions will be able to benefit from this access. The direct 
connection will allow users to make real-time fund transfers between their bank accounts and 
e-wallets which makes e-payment adoption simpler for both businesses and individuals. More of 
such initiatives should be continued to encourage the sharing of existing FS infrastructure.

Harmonising standards
FinTechs recognise that establishing common standards is highly desired, yet difficult to achieve. 
Practical proposals for the steps needed to move towards greater harmonisation take the form 
of establishing forums for FinTech regulation under the ASEAN umbrella, as well as Singapore 
taking the lead in developing standards to regulate various initiatives, such as data privacy, 
and then sharing its rationale and approach with other regulators to provide them support in 
developing their own standards.
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CROSS-BORDER ACCESS TO CUSTOMERS AND PARTNERS
Singapore is well-positioned to be the regional headquarters for FinTechs. Its central position 
within Southeast Asia means that hundreds of millions of consumers can be accessed more 
easily. Singapore is also home to the regional headquarters of many MNCs and other large 
corporations that can act as partners to FinTechs. Given the importance of a multi-country 
strategy that FinTechs would wish to employ if they decided to base their headquarters 
in Singapore, Singapore should leverage on regional alliances and foster cross-border 
collaboration to ably support these FinTechs.

ACCESS TO CUSTOMERS

“Even though Singapore alone is not a large market, it is very well-established as 
the centre of Southeast Asia with a reputable brand, attracting MNCs and well-
known global startups into the region, which is great for the FinTech ecosystem.”

— Shailesh Naik, Founder and CEO, MatchMove

Exhibit 17: Access to customers and partners

Southeast Asia
>650 MN

US
325 MN

EU
448 MN

Indonesia

4th largest country in the world

>650MN people in SEA — greater than EU (450MN) and the US (325MN)

Source: World Bank, Oliver Wyman analysis
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Singapore can serve as a starting point for FinTechs before they expand into larger consumer 
markets. Despite Singapore’s small population, its proximity to key Southeast Asian markets 
makes it attractive. While 96 percent of Singaporeans have bank accounts, about 59 percent of 
the Southeast Asian population does not, and this percentage keeps growing. The rise of the 
middle class is creating opportunities in financial services in Southeast Asia for both traditional 
players and FinTechs.

Although relatively smaller, Singapore can be a relevant market for business-to-consumer (B2C) 
FinTechs to test their products before rolling them out in other markets. Singapore is recognised 
as having more progressive regulation than other markets in Southeast Asia. Additionally, there 
are well developed digital interfaces, such as MyInfo for eKYC, and numerous MNCs with which 
to partner within Singapore. All of these factors make it relatively easier for FinTechs to develop 
a proof of concept in Singapore. PolicyPal has taken this approach, beginning in Singapore 
before looking to expand to Japan, Taiwan, and Indonesia.

Nevertheless, Singapore can also be a relatively large market within Southeast Asia in its own 
right for FinTechs focused on certain verticals. Within the B2C space, wealth management in 
Singapore is the predominant example that comes to mind.

Attitudes regarding B2C versus business-to-business (B2B) business models in Southeast 
Asia have evolved. Competition in the B2C space has intensified, with FinTechs, banks, and 
consumer ecosystems such as Grab and Gojek all targeting the large consumer opportunity 
that exists in Southeast Asia. In 2015, 80 percent of FinTechs in Southeast Asia operated in the 
B2C space. However, B2C models typically require large amounts of funding to scale. As a result, 
the B2C space for products which are beginning to mature, such as consumer payments, are 
now considered difficult for a new FinTech to focus on, given it would involve going up against 
competitors with large amounts of capital on hand.

“While B2C businesses have a large customer base, new entrants will have to go 
up against a lot of capital in order to succeed. There are further white spaces and 
opportunities in the B2B space.”

— Vinnie Lauria, Founding Partner, Golden Gate Ventures
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Strong network of ~7,000 MNCs and 220,000 SMEs

B2B FinTechs have become more prevalent. Singapore is well-positioned to be a hub for 
B2B FinTechs, given its large and established base of financial institutions and MNCs, as well 
as its sizeable base of small and medium-sized enterprises (SMEs). Given that more than 
half of the MNCs in Asia have their regional headquarters in Singapore, it is easier for a B2B 
FinTech in Singapore to build a network of customers and/or partners, and so achieve better 
access to where buying decisions are made. There is a gradual trend for corporates to become 
increasingly aware of the value that FinTechs bring, and for banks and other traditional financial 
services players to be more willing to partner with them. Two examples of these partnerships 
include OCBC teaming up with CXA Group for its Health Pass App, and MasterCard and Idemia 
partnering with MatchMove to pilot fingerprint biometric plastic cards.

In contrast to about 80 percent of FinTechs operating in the B2C space in 2015, our survey 
concluded that nowadays the majority of FinTechs are following a B2B or business-to-business-
to-consumer (B2B2C) model.

Exhibit 18: FinTech survey responses on prevalence of types of business models
How would you describe your business model?

60%
agree that B2B business models are 
emerging and attracting attention

71%
of FinTechs surveyed are either in 
the B2B or both B2C & B2B space

7%
of FinTechs surveyed are only 
operating in the B2C space

B2B or both B2B and B2C B2B2C B2B

71% 22% 7%

Source: SFA-OW FinTech Survey 2020, n=63

 
In 2015, only about US$15 million was invested in B2B and B2B2C FinTechs. Today, this number 
is five times higher, with a number of the larger such FinTechs now operating at scale with 
valuations of over US$100 million. Examples of Singapore-headquartered FinTechs matching 
these criteria include CXA Group, MatchMove, and Coda Payments.
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ACCESS TO PARTNERS

“Partnering with large banks in Singapore and across the Southeast Asian region 
has been very successful for us, allowing us to quickly localise and penetrate 
neighbouring markets. The network and know-how of large regional banks have 
helped us accelerate market expansion tremendously.

— Dorel Blitz, VP Strategy & Business Development, Personetics

62% of FinTechs view banks as an important partner

Singapore has a strong ecosystem of players who recognise the benefits that FinTechs can 
bring. Financial Institutions in Singapore have been supporting the growth of FinTechs to drive 
innovation, particularly by establishing accelerator and innovation labs.

Exhibit 19: Bank-FinTech innovation labs (examples)
Non-exhaustive

UOB “The Finlab” SC Ventures DBS Startup Xchange

Founded in 2015 to support 
FinTech/startups in developing 
fit-for-market solutions

Engaged 2,000+ SMEs across SG, 
TH, MY, and connected them to 
1,500+ tech solution providers

Invested in ~18 FinTechs and 
portfolio evalution has more 
than doubled since 2016

Startups partnered include 
Tookitaki, a RegTech that applies 
ML to combat money laundering

Founded in 2018 to lead 
digital innovation and 
experiment with new 
business models

SC Ventures FinTech Bridge 
developed to connect and 
match startups and investors

Multiple FinTech investments 
including Silent Eight, a 
RegTech company that 
utilises AI to help banks 
combat money laundering 
and terrorism financing

Founded in 2018 with a US$7MN 
investment in startups to co-
create solutions for the industry

Supported the rollout of tech 
solutions focused on AI and 
data science

Successfully matched >30 
startups with corporate clients 
within 1 year of launch

Partnered with Infor to integrate 
digital trade financing into its 
network of >68,000 businesses

Note: Examples are arranged by the founding dates of the innovation labs
Source: News run

 
Financial Institutions and FinTechs bring different strengths that together can accelerate financial 
innovation for customers. As an example, interviewees generally agree that banks that support 
startups can provide expertise in product development, risk management, and lower costs 
of funds. FinTechs are typically more nimble and have strong technology and data analytics 
capabilities that complement those of banks. The combination of complementary offerings can 
result in a stronger combined partnership.
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Financial institutions-FinTech partnerships have opportunities to scale further, in scope and 
impact, as financial institutions explore new digital business models. Collaborations across 
best-of-breed FinTechs, working with Banks, can enable entirely new tech stacks to power new 
financial services to reach the underbanked and create greater financial inclusion.

Beyond financial institutions, FinTechs know that they need to partner with other ecosystem 
players to access broader customer ecosystems, or even alternative data sources. Our survey 
validates that such partnerships are a top priority for the majority of FinTechs.

Exhibit 20: FinTech survey responses on plans for partnerships

91%
of FinTechs have partnerships with other companies or are considering doing so in the next 12-24 months 
with an average of 3-5 partnerships

Do you currently have or plan to have
any partnerships with other firms?

Yes No plans as of nowNo, but am planning to in the next 24 months

83% 8% 9%

Source: SFA-OW FinTech Survey 2020, n=63

 
From our survey, the three main institution types with which FinTechs would like to partner are 
financial institutions, e-Commerce players, and Data providers.

• Financial institutions: They can support FinTechs in a variety of areas, such as customer 
access, and access to financial services infrastructure.

• E-commerce players: They can support FinTechs with customer access given their access to 
larger customer ecosystems.

• Data providers: They can support FinTechs by providing alternative data that FinTechs can 
use to develop more innovative and effective products for their partners and customers.

Exhibit 21: Top 3 institution types with which FinTechs would like to partner

62%

46%

32%

Financial institutions

e-Commerce players

Data providers

 
Source: SFA-OW FinTech Survey 2020, n=63

91% of FinTechs have partnerships with other companies or are 
considering doing so in the next 12-24 months with an average of 
3-5 partnerships
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Singapore is the 3rd most globally connected startup ecosystem in 
Asia, after China and Japan

CROSS-BORDER COLLABORATION

FinTechs in Singapore are focused on a multi-country strategy. Given Singapore’s suitability as 
the headquarters for a Southeast Asian regional strategy, we found ambitious expansion plans 
amongst the FinTechs interviewed. Our survey also shows a strong appetite amongst FinTechs 
for overseas expansion in spite of the challenges posed by the COVID-19 pandemic in terms of 
both business survival and mobility.

Exhibit 22: 95% of FinTechs surveyed have plans to expand overseas

What does your future regional strategy look like?

What does your current regional strategy look like?

14%30% 24%32%

60% 32% 3%

Single country (HQ market)Multi-country in Asia (beyond Southeast Asia)
Multi-country including presence outside Asia Multi-country in Southeast Asia

No plans on further expansion

Expand to more countries within 12-24 months

Expand to more countries but >24 months from now

Expand to more countries within 12 months or fewer

5%

 
Source: SFA-OW FinTech Survey 2020, n=63

To support the expansion of FinTechs, Singapore has formed cross-border alliances. 
Singapore has established multiple FinTech bridges since 2016. The United Kingdom signed its 
first-ever FinTech bridge with Singapore to improve the access of FinTechs and investors across 
both markets. In addition, the Singapore FinTech Association has inked partnerships with more 
than 60 FinTech or Tech related organisations in over 40 countries. This provides the association’s 
more than 850 corporate members an additional platform to expand overseas. In 2019, SFA led 7 
overseas trade missions to countries such as UK, Kenya, Cambodia and China (Suzhou).

Singapore has been active in cross-border collaboration. As part of ASEAN efforts to establish 
regional payments connectivity, Singapore and Thailand announced plans to pursue a pilot 
linkage of the PayNow and PromptPay real-time payment systems, to facilitate small-value 
cross-border transactions using mobile phone proxies. Bilateral partnerships have also been 
established between the countries’ banks (e.g. DBS and Kasikorn Bank) to facilitate enhanced 
payments connectivity between these banks’ customers.
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Looking ahead: Strengthening regional connectivity across borders
Singapore can help FinTechs overcome the heterogeneous and fragmented regional licensing 
landscape. A key challenge that many FinTechs face when expanding abroad is the heterogenous 
regulatory environment and fragmented nature of licenses. The remit of most financial services 
licenses in Southeast Asia is confined to one country. FinTechs that expand must rebuild their 
network of partners and reapply for licenses multiple times. This constrains expansion due to 
both the cost implications and time delays to get to market. For Singapore to strengthen its 
position as a regional FinTech hub, the country could aim to reduce these frictions, and thereby 
support both Singapore’s ecosystem and that of Southeast Asia as a whole.

Exhibit 23: Financial Services Licenses across Southeast Asia
70+ different FS licenses across Southeast Asian markets, non-exhaustive

Singapore

Indonesia

Philippines

Myanmar

Malaysia

Thailand

Vietnam

Source: Regulatory websites

Extending FinTech bridges to ASEAN could support growth. Singapore could leverage on the 
ASEAN economic corridor to further spur FinTech growth. This could include the fast-tracking of 
license applications in other markets as a potential solution. The UK, Singapore, and Australia 
have piloted streamlined procedures for licensing. Similar procedures could potentially be 
brought to ASEAN as a whole and so benefit the FinTechs based in all ASEAN markets.

Cross-border regulatory forums could help deliver actionable agreements for FinTechs. 
Beyond memoranda of understanding, forums for regulators to come together and develop 
actionable agreements could also be established. The Asian Payment Network (APN) was formed 
in 2006, and under the APN, e-payment links have been formed between Singapore, Thailand, 
and Malaysia. A similar FinTech-dedicated network could be established with regulators across 
the region to facilitate meaningful discussions and put forth actionable agreements that facilitate 
the cross-border expansion of FinTechs.
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BUSINESS AND TECH TALENT POOL
Singapore has a deep existing talent pool. Interviewees recognise that Singapore has a deep 
talent pool for both business and tech talent, particularly compared to the rest of Southeast 
Asia. Singapore has implemented several initiatives over the past five years to develop talent, 
including incorporating inter-disciplinary skillsets into the curricula for higher education, 
providing upskill training courses for the existing workforce, and subsidising such workshops 
to further encourage enrollment.

Exhibit 24: Interview quotes on Singapore’s business and tech talent pool

Singapore has a strong pool of talent for us 
to tap. Previously, we had to go elsewhere to 
seek talent. Over time, we have seen a 
significant increase as these tech skillsets 
have emerged in universities.

— Shailesh Naik, Founder and CEO, MatchMove

The quality of talent in Singapore is very 
high and we have seen an increase in people 
with FinTech relevant skillsets.

— Khai Lin Sng, Co-Founder and CFO, Fundnel

Source: SFA-OW FinTech Interviews 2020, selected quotes 
 

83% of FinTechs surveyed have plans to hire new employees in the 
next six months, but 43% view a shortage of talent to be a challenge 
in the next two years

Exhibit 25: FinTech survey responses on talent pool

Do you have plans to hire new employees in the next 6 months?

Yes

83% 3% 14%

No Not sure

FinTechs surveyed that have plans to hire new 
employees in the next six months

FinTechs surveyed that view a shortage of talent and 
hires to be a challenge for their business in the next 
two years

83% 46%

Source: SFA-OW FinTech Survey 2020, n=63

Just recently, in November 2020, the EDB announced plans to launch Tech Pass, a targeted 
programme to attract founders, leaders, and tech experts with experience in established or fast-
growing tech companies to contribute to the development of Singapore’s tech ecosystem and the 
upskilling of its tech workforce. The programme will be open for receiving applications in January 
2021, with 500 places available upon launch.
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Talent remains a top priority for FinTechs and it requires continued investment. Moreover, 
to create a sustainable local talent pipeline, the Singapore government has worked with several 
institutes of higher learning and industry associations to nurture a new generation of FinTech 
talents (as shown below). Recognising that the cultivation of talent requires time, several 
initiatives have also been launched to upskill the existing workforce, such as tech and coding 
academies, and government subsidies for training.

Exhibit 26: Initiatives to nurture Business and Tech talent pool
 

Nurture a new generation of FinTech talents

MAS signed agreements with five 
polytechnics to incorporate tech 
skillsets into their curricula
Opportunity to intern at startups, 
VCs, bank innovation units
Pool of 100 mentors formed to 
guide students and share relevant 
industry expertise

Universities have also been developing FinTech 
related programmes
MAS, NRF and NUS have jointly set up the Asian Institute of Digital 
Finance (AIDF) to spearhead FinTech Education and Research. 
AIDF will offer a Master’s programme and award scholarships to 
outstanding students to pursue research at the doctoral level, as 
well as train post-doctoral fellows in Digital Finance and FinTech
NUS Overseas College was established for students to work at 
startups in global FinTech hubs for 6-12 months
NTU and SMU have also introduced Master’s Degrees related to 
FinTech to develop talents

Upskill existing workforce to facilitate lateral transfer

Several tech and coding academies 
have been built as part of the Smart 
Nation Initiative
Guaranteed job placement to match 
the skills of the workforce with the 
industry needs

To incentivize local talents to be trained in IT skills, subsidies 
have also been provided
IMDA has provided up to 70% subsidies on course fees under the 
Tech Immersion and Placement Programme
SkillsFuture provides up to 90% subsidies for training workshops

 
Source: Monetary Authority of Singapore, News run

Beyond establishing new academies to nurture talents, it is important to ensure that the right 
training and culture is in place to foster ground-breaking innovations that help develop the next 
generation of FinTech unicorns. Recognizing that artificial intelligence is becoming an area of 
greater focus for FinTechs, the government has helped develop talents inthe Artificial Intelligence 
and Data Analytics (AIDA) programme, subsidising the expenses employers incur to engage 
specialists to train the local talent pool.

More recently, in November 2020, MAS and IBF are launching the “The Growing Timber” 
Project — a series of monthly webinars and events to drive the Financial Sector Jobs and Skills 
agenda. For example, the Talent Pavilion @SFF x SWITCH 2020 is an event under the Growing 
Timber project. The series aim to share information on opportunities relating to jobs and skills, 
hear from the industry’s workers the challenges they face in their professional development, 
showcase success stories of upskilling and reskilling, learn good human capital practices from 
experts and from one another, so that together Singapore’s financial sector workforce can be 
transformed to be among the best globally.



Singapore FinTech Landscape 2020 And Beyond

© Oliver Wyman 27

Looking ahead: Instilling a culture of innovation to foster both local and global 
talents through overseas secondment
Although Singapore has a strong talent pool, FinTechs still face difficulties in finding the 
right talent. They need people who have the right skillset and cultural fit to work in a startup 
environment. FinTechs also have to compete against incumbent banks and Big Techs (many of 
which have regional headquarters in Singapore) that can pay higher salaries and provide more 
stability. While startups can turn to overseas markets to hire talents, the issuance of work visas 
for foreigners has become more stringent in recent times. This has led to some FinTechs to hire 
employees to work offshore, a situation which could be further exacerbated in the post-COVID 
New Normal, where working remotely has become more commonplace. There is value in trying 
to cultivate and grow the local talent pool for FinTechs.

Exhibit 27: Interview quotes on Singapore’s Business and Tech talent pool

Given the new distributed
working model due to COVID-19,
we were comfortable looking
outside Singapore when we
plan to expand our tech team.

To achieve its global ambition, 
FinTechs need a diversified 
and global pool of talents 
with experiences across 
different functions.

It’s hard to compete on a pure 
compensation basis, what we 
are looking for are people with 
the right entrepreneurial spirit.

Fostering an entrepreneurial 
culture with risk tolerance 
doesn’t happen overnight.

We’ve established a remote 
technology office in Vietnam
and China, and we’re able to 
work effectively remotely.

Some fresh graduates lean 
towards working for large 
banks or big techs where 
stability and established brand 
value are more apparent.

Source: SFA-OW FinTech Interviews 2020, selected quotes

Overseas secondments for local talents could help bring best practices back to Singapore. 
Currently, the NUS Overseas College Programme allows students to gain internship experiences 
at global FinTech hubs, such as Silicon Valley, Stockholm, and Shanghai. The government could 
also encourage local talents to go on multi-year overseas secondments to gain experience and 
foster a sense of innovation and entrepreneurial spirit to bring back to Singapore. For example, 
it could offer scholarship programmes and request graduates to work overseas full-time for 
extended periods in relevant sectors, e.g. technology. Instead of returning to Singapore to work 
immediately after university, the programmes could allow participants to serve their bonds 
partially in other countries first, provided they gain exposure to certain skillsets.

Increasing liquidity options for early employees could help enhance the attractiveness of 
having a career in startups. Finally, it is important to ensure that some of the larger, more 
mature FinTechs can raise their liquidity substantially, such as through an initial public offering, 
thereby enabling early employees to monetise their equity, for example, through existing 
employee share option plans. Incentivising early employees can have a positive chain reaction 
in the FinTech ecosystem. As we have seen in other markets, these employees often seek out 
other entrepreneurial ventures after a successful exit, thereby helping further grow and train 
the talent pool.
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CONCLUSION
The FinTech industry’s growth trajectory has been impressive to date, but more can always be 
done. To establish Singapore as a regional FinTech hub that stays on the path to be a global hub, 
we recommend the following areas of focus:

• A startup-focused investor ecosystem: Singapore has taken the lead in FinTech funding in 
Southeast Asia, and government-linked funds have played an important role in kickstarting 
the FinTech ecosystem, particularly in their support of earlier-stage startups. As the sector 
matures in the coming few years, later-stage funding will also develop. To support this 
growth, Singapore should continue to attract global investors to the region. Government-
linked capital providers could also play a key role in this endeavour.

• Progressive regulatory support: Strong government support with an established regulatory 
framework has led Singapore to be an attractive location for FinTechs. Multiple initiatives 
have also been implemented to stitch together a strong FinTech network of ecosystem 
players. Coupled with progressive attitudes towards FinTechs and the introduction of new 
guidelines to provide clarity, regulators have helped encourage innovation in the sector. 
Moving forward, the government should continue its progressive attitude towards regulation 
and ensure regulations remain current. At the same time, it should continue to open up the 
financial services infrastructure to FinTechs to level the playing field, and seek to harmonise 
standards across the region.

• Regional access to customers and partners: Singapore is well-positioned to be a regional 
FinTech hub, as it provides access to a wide pool of customers in Southeast Asia and an 
extensive network of partners that have their regional headquarters in Singapore. This 
environment facilitates collaborations between financial institutions and FinTechs, and in 
turn helps accelerate product-market fits for new innovations. With the help of cross-regional 
alliances, such as FinTech bridges, B2B FinTechs would also be able to achieve scale and 
expand to neighbouring markets with greater ease.

• Business and Tech talent pool: Singapore has a deep existing talent pool as a result of 
the initiatives implemented over the past five years to incorporate interdisciplinary skillsets 
into the curricula for higher education, and provide upskill training courses for the existing 
workforce. To create a sustainable talent pipeline, focusing on fostering a culture of 
innovation could provide benefits through specific actions, such as overseas secondment.

The growth of FinTechs is expected to accelerate as a result of the digital transformation brought 
about by the COVID-19 pandemic, a negative social situation that has nevertheless benefitted 
many FinTechs in terms of adoption. As the FinTech industry continues to evolve, key factors that 
have contributed to Singapore’s success to date may need to be adapted to newer trends for the 
country’s FinTech industry to stay relevant.
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APPENDIX
Survey Demographics

% of position/role of respondents surveyed

70% of survey respondents were FinTech founders/co-founders involved in the
day-to-day business operations

Location of headquarters

83% of the FinTechs surveyed have their headquarters located in Singapore

Number of employees

70 21 7 2

FinTech founder/co-founder involved in day-to-day operations of business

Non-founder employee outside management team
FinTech founder/co-founder not involved in day-to-day operations of business

Non-founder on management team (CEO, CTO, CPO, etc.)

83% Singapore

2% Other ASEAN
2% Non-ASEAN
10% Outside Asia

3% ASEAN 5 (excluding Singapore)

41

65%

<10 

14

22%

10-25

4

6%

25-50

3

5%

50-100

1
2%

 >100

Source: SFA-OW FinTech Survey 2020, n=63
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ANNEX
In alphabetical order

Regulations

Cyber Security Act Regulation: Cyber Security

Electronic Transactions Act Electronic Transactions Act (Chapter 88)

Payment Services Act Payment Services Act 2019

Proposed Omnibus Act Consultation Paper on the New Omnibus Act for the Financial Sector

Venture Capital Fund 
Manager regime

MAS simplifies rules for managers of venture capital funds to 
facilitate start-ups’ access to capital

MAS FinTech initiatives

API Exchange API Exchange (APIX)

ASEAN Payment Connectivity E-Payments in Asia: Regulating Innovation and Innovative Regulation

Asian Institute of Digital Finance New Asian Institute of Digital Finance to Spearhead FinTech 
Education and Research

Financial Sector Technology 
and Innovation Scheme Financial Sector Technology and Innovation Scheme

FinTech bridges FinTech Cooperation Agreements

MAS list of grants Grants for Innovation

MAS-SFA-AMTD FinTech 
Solidarity Grant New S$6 Million Grant Scheme to Support Singapore FinTech Firms

MyInfo Digital ID and e-KYC

NFIs access to FAST and PayNow Non-Bank Financial Institutions to have Access to FAST and PayNow

Project Ubin Central Bank Digital Money using Distributed Ledger Technology

Regulatory Sandbox Overview of Regulatory Sandbox

Singapore FinTech Festival Singapore FinTech Festival

Startup SG Founder Programme Startup SG Founder

Other FinTech initiatives

80RR FinTech hub 80RR Fintech Hub SG

BLOCK 71 BLOCK 71 Singapore

http://www.mas.gov.sg/regulation/cyber-security
https://sso.agc.gov.sg/Act/ETA2010
https://www.mas.gov.sg/-/media/MAS/Fintech/Payment-Services-Act/Payment-Services-Act-FAQ-13-April-2020.pdf
https://www.mas.gov.sg/publications/consultations/2020/consultation-paper-on-the-new-omnibus-act-for-the-financial-sector
https://www.mas.gov.sg/news/media-releases/2017/mas-simplifies-rules-for-managers-of-venture-capital-funds
https://www.mas.gov.sg/news/media-releases/2017/mas-simplifies-rules-for-managers-of-venture-capital-funds
https://www.mas.gov.sg/development/fintech/api-exchange
https://www.mas.gov.sg/news/speeches/2018/epayments-in-asia
https://www.mas.gov.sg/news/media-releases/2020/new-asian-institute-of-digital-finance-to-spearhead-fintech-education-and-research
https://www.mas.gov.sg/news/media-releases/2020/new-asian-institute-of-digital-finance-to-spearhead-fintech-education-and-research
https://www.mas.gov.sg/schemes-and-initiatives/fsti-scheme
https://www.mas.gov.sg/development/fintech/fintech-cooperation-agreements
https://www.mas.gov.sg/development/fintech/grants-for-innovation
https://www.mas.gov.sg/news/media-releases/2020/new-grant-scheme-to-support-singapore-fintech-firms
https://www.mas.gov.sg/development/fintech/technologies---digital-id-and-e-kyc
https://www.mas.gov.sg/news/media-releases/2020/non-bank-financial-institutions-to-have-access-to-fast-and-paynow
https://www.mas.gov.sg/schemes-and-initiatives/project-ubin
https://www.mas.gov.sg/development/fintech/regulatory-sandbox
https://www.fintechfestival.sg/
https://www.startupsg.gov.sg/programmes/4894/startup-sg-founder
https://www.80rrfintech.com/
https://singapore.block71.co/
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If there’s one 
thing we learned 
this year, it’s that 
$#!t can hit the 
fan, fast. And as 
fast as the climate 
changes, brands 
need to adapt just 
as quickly. 

2020 has been, among other things, an 
extreme catalyst for change. Adversity—
brought on by a global pandemic and 
widespread social injustice protests—
forced the marketing industry (and the 
world) to rapidly self-reflect and, ultimately, 
adapt. In a matter of months, we have 
redefined every aspect of how we work, 
parent, socialize, and even live-but one 
ability in particular has become even more 
imperative: listening. 

As an industry, we listen to the fluctuations 
happening all around us to make informed 
decisions about our business. 

As marketers, we listen to our consumers 
to understand their needs and respond to 
their demand. 

As humans, we listen both to each other 
and to our favorite music, as a form of 
communication and escape. 

And as Pandora, we listen to the world’s 
newest soundscape in real-time, how audio 
consumption has shifted, and how we 
can move forward together building truly 
authentic connections with your audience 
everywhere they are.

The Music That Defines Us
Keeping Tempo with Consumers
Marketing’s “Oh $#!t” Moment
The Big Brand Remix
Trends Report
A Sound Finale

I N S I D E  T H E  C H A P T E R
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THE MUSIC
THAT DEFINES US
Music is undeniably a huge piece of 
our individual identities. It’s also a force 
for diversity that has brought people 
together since the very first song was ever 
played. Various communities, regions, and 
cultures may express it differently, 
but music is the one universal language 
we all share. 

It comes as no surprise, then, that audio 
continued to play a growing role in 
peoples’ lives, more so this year than ever 
before. In 2020, listeners have turned 
to audio as a mood enhancer (82%), a 
welcome distraction (67%), and a way  
to find necessary companionship (34%).

2020 was a stunning reminder of the 
true Power of Audio. People continue 
to identify with it because it affects our 
mood, stimulates our brain, triggers 
emotional reactions, and invokes the 
imagination in ways no other medium can. 
Audio is our constant companion through 
ups and downs, and serves as a source of 
relief from constant visual fatigue 
and overload.

The value of audio to reach consumers 
has only accelerated and gained growing 
awareness. Brands that incorporate a sonic 
strategy into their overall media plan are 
able to tap into the consumer’s daily life 
at just the right moment—the moment you 
are most likely to influence their decision—
making process.

That is the power of audio.

“Music is my home, my 
safe place, and my 
best friend—music has 
provided me strength 
and comfort.”

—Pandora Listener
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KEEPING
TEMPO
WITH
CONSUMERS
This year has permanently altered 
consumer behavior—and we’re not 
just talking about wearing masks and 
hoarding toilet paper. We’re redefining 
and rediscovering our lifestyle, from 
the devices we use to what we expect 
from brands, how we communicate, 
and how we listen.

Ever heard of this little thing called streaming? Digital 
dominance only continues to expand as consumers 
stream both audio and video content at unprecedented 
rates, fueled by convenience, on-demand content, and 
the rise of connected devices. In a recent study, 66% of 
respondents have used a streaming audio service like 
Pandora, and 78% have used a streaming video service 
like Netflix.2

While traditional TV and radio have trended downward for 
years, widespread shelter-in-place has only accelerated 
the fall as people opt for digital streaming services that 
offer content on–demand. A whopping 48% of so-called 
cord-cutters did so within the past year, and 9% in the first 
month of shelter-in-place (March 21–April 22, 2020).2

The same goes for audio; the average daily audio 
streaming hours have increased 32% since the beginning 
of the year.3 More adults in the U.S. are listening to their 
favorite music, talk shows, and podcasts across streaming 
platforms instead of traditional platforms—for the first time 
ever. That’s right: 53% of all daily listening is now digital.4 

This shift is fueled by consumer demand. The audio 
of today provides what AM/FM never could with 
connectivity, accessibility, and personalization—all 
powered by technology and the rise of 
voice—enabled devices.

Streaming Soars GENERATION STREAM2

35% OF STREAMERS ARE 
MULTICULTURAL

9 in 10

50%
STREAM BOTH AUDIO 
AND VIDEO

OF U.S. ADULT STREAMERS 
ARE 18—44

54%

59%

LISTEN TO AD-SUPPORTED 
STREAMING AUDIO CONTENT

OF PAID AUDIO SUBSCRIBERS 
LISTEN TO AD-SUPPORTED AUDIO

79%

59%

WATCH AD-SUPPORTED 
ONLINE VIDEOS

OF PAID VIDEO SUBSCRIBERS ALSO 
LISTEN TO AD-SUPPORTED AUDIO

Ad-supported vs. Ad-free.
Is it one or the other? 
It’s a bit of both. There is a common 
misconception that people pick one 
or the other. In reality, most consumers 
freely toggle between the two. People 
follow the content they like across both 
ad-supported and ad-free platforms.
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Three in four Americans have changed their routine due 
to the pandemic5—and their media habits have changed 
with them. Home offices, home gyms, virtual classrooms, 
and half-full (or half-empty) restaurants unsurprisingly 
have people spending more time at home. In May, 
70% of audio listening was happening in home (vs.  
almost 50% at the beginning of the year)6 with a 16% 
spike on digital devices.7

PC and desktop listening is on the rise as well. With 
two thirds of full-time workers now working from 
home,8 bedrooms, living rooms, and patios have been 
transformed into offices—and laptops into speaker 
systems. Virtual offices have put PC and desktop  
listening back on the map, with a 54% increase in  
daily time spent listening, amassing 14% share of ear.6

Audio consumption reflects consumer lifestyles. So while 
we don’t need a chart to tell us that music is still the top 
source of audio entertainment, the content world did 
experience some dramatic shifts. With an impressive 35% 
Q/Q growth,8 news programming took the #2 spot. (Turns 
out, a global pandemic + worldwide march on social 
injustice gets people to tune into the news).

LFH: Listening From Home

Music as a Constant

GROWTH IN  DAILY
TIME SPENT LISTENING
TO AUDIO6

B Y  D E V I C E

4%

MOBILE

6%

CONNECTED 
TV

43%

SMART 
SPEAKER

54%

PC/DESKTOP

DAILY TIME
SPENT LISTENING8

B Y  C AT E G O R Y

73%
MUSIC 1.6%

SPORTS

9.3%
TALK

10.8%
NEWS

Audio puts us in the #Mood 
While most people stream both audio 
and video, they play very different roles 
in our lives. Video streaming tends to 
lead to 10-hour never-leave-your-couch 
binge sessions, while audio streaming 
tends to lead to more productive 
activities such as cooking or exercising.

Listener research study in partnership with Omnicom 
Media Group and Edison Research2

23%
19%
40%

MORE LIKELY TO PUT 
LISTENERS IN A GOOD 
MOOD

MORE LIKELY TO 
MAKE LISTENERS FEEL 
CONNECTED

LESS LIKELY TO MAKE 
LISTENERS FEEL LAZY
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With fresh optimism from the new year, 
the advertising industry entered 2020 
with record-breaking media budgets... 
only to be met with a global pandemic 
that brought everything crashing down. 

The pandemic brought spending to an absolute halt. 
Starting the year with a cool $242.1 billion secured in 
media,10 the industry then experienced double digit 
declines across TV, print, and radio ad spending. 

But, on the flipside, not all spending is in the red zone.  
The massive shift to digital and streaming platforms means 
advertiser dollars are following: over 50% of advertisers 
feel they can replace the reach of linear TV with ads 
within streaming services.11 Although down from original 
projections, digital is the only category this year that will 
see a rise in spending, with 6% in year-overyear growth.12

87% of consumers say they’re consuming more 
media due to coronavirus. Publishers and creators 
have had no choice but to respond with an 
increase in content.13

This year brought on a massive influx of podcasts, 
TV shows (specifically from streaming services), 
and music, satisfying consumers’ demand with 
everything their hearts—and ears—desired.  
Content creation has been reimagined and 
is being created as fast as it’s consumed. 

Technology and social media have given creators 
direct access to consumers. Now podcast hosts, 
artists, and influencers can easily and efficiently 
create from the comfort of their own homes and 
deliver straight to listeners’ ears, resulting in 
a volume of content unlike anything we’ve 
ever seen.

Dollars Go Digital

The COVID Content Boom

MARKETING’S
“OH $#!T”
MOMENT

+6%

-8%

-30%

2020 ESTIMATED PERCENT 
CHANGE IN AD SPEND12

DIGITAL

TOTAL AD SPEND

TRADITIONAL

YOY
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“I love seeing the creativity 
used to provide a cool 
watching and sound 
experience for the viewer/
fans. Some concepts have 
been next level!”

—Pandora Listener

Yes, programmatic has been on the rise for years, but the increased demand 
for flexibility, quality, and control has led advertisers to invest more heavily 
in automated platforms. By the end of this year, programmatic transactions 
will make up 84.5% of the display market, including digital audio  
and podcast ads.14

Especially in an unpredictable climate, advertisers are quickly realizing 
the benefits of programmatic audio advertising—benefits they can’t get 
elsewhere. High consumer engagement in a brand safe environment, 
coupled with targeting efficiencies and reliable data insights is an extremely 
powerful combination that makes it an essential part of the media mix. 

Publishers are recognizing the value, too. As more and more streaming 
audio platforms embrace automation, eMarketer predicts that one fifth  
of digital audio ads will be sold or transacted programmatically by 2022.15

The event industry quickly reimagined how 
to keep artists connected to their fans. Enter: 
Couch Concerts. 

From virtual festivals to drive-in concerts 
and online dance parties, a new slew of 
virtual events have taken the industry by 

storm. And although no virtual experience 
can ever replace concerts, music-lovers are 
appreciating the new, intimate take on live 
music. In fact, more people have tuned into 
virtual concerts than any other virtual event-
including business conferences, Instagram 
sessions, and gaming streams.16

Programmatic Pays Off

Goodbye Green Room, 
Hello Living Room

TOP PERKS OF VIRTUAL EVENTS17

60%

65%

69%

43%

FA N S  W A N T. . .

TO SEE ARTIST HOME/ FAMILY

EVENT TO BE INTERACTIVE WITH ARTIST

ARTIST MEET & GREET TO FEEL CONNECTED

MERCH AND WILL BUY IT TO SUPPORT THEM
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THE BIG
BRAND
REMIX
With the world in flux, brands switched 
to survival mode. Budgets were cut, 
campaigns were paused, and “we care 
about you” emails flooded the inbox. In real 
time, marketers were forced to reevaluate 
their entire communication strategy.

Brands are part of the national discourse, and consumers 
look to them to take a stance. History has proven that one 
of the best things a brand can do through a crisis is keep 
talking. According to the IAB, 73% of advertisers modified 
or developed new assets since the beginning of 2020, 
and of those that did, 53% increased messaging that 
emphasizes the mission of their company.

With the whole world watching, figuring out what to say 
is no small task. Neglecting the collective reality of 2020 
can make a brand seem out of touch, which provides 
an opportunity for brands to humanize their approach. 
Listeners appreciate brand messages that are both honest 
and uplifting to provide a break from the news cycle.  
Your brand can be that source of comfort and escape.  

In a world of real-time shifts, audio is the only tool that 
gives brands the ability to adjust their message as rapidly 
as culture demands it—and deliver it directly to 
consumers’ ears.

Pitch Adjustment MESSAGING MATTERS1

28%

50%

53% OF LISTENERS WANT TO SEE ADS/
CONTENT THAT ARE INFORMATIVE/
RELEVANT TO THEIR PRODUCT/SERVICE

OF LISTENERS WANT TO SEE ADS/
CONTENT THAT ARE POSITIVE AND 
UPLIFTING

OF LISTENERS WANT TO SEE ADS 
WITH VIRTUAL ACTIVITIES THAT 
BRING PEOPLE TOGETHER

A sound sonic strategy allows your brand to:

1. Swiftly change its tone in response to cultural shifts.

2. Remain omnipresent across devices, at local and 
national levels, even as listening behaviors change.

Did your brain automatically finish that 
statement? State Farm is a best-in-class 
example of a sonic strategy that utilizes a 
sonic logo as an ever-changing and growing 
asset. When the pandemic hit, the insurance 
giant fine-tuned their sonic ID in just two days 
to better align with the environment. 50% of 
survey respondents saying that the new logo 
gave them a positive association with the 
brand and a 14 point increase in Vertionic’s 
annual Audio Logo Index.16

Like a good 
neighbor...
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Pandora’s in-house creative consultancy, Studio Resonate, is the expert 
in audio advertising and has first-hand experience adjusting creative 
to fit any moment.

Ultimately, listeners responded positively to the open communication 
and real-time adjustments. Brands that invested in new messaging 
experienced brand favorability and market share in the long run. In 
a study by Veritonic, an audio intelligence platform, 66% of listeners 
strongly agreed or agreed that acknowledgment of the crisis increased 
their favorability toward the brand.18

Creative Best Practices

What will you say?

BE INFORMATIVE & RELEVANT
Do you have relevant messaging? 
Don’t force it.

TELL LISTENERS WHAT TO DO
Include a clear call-to-action.

SHOW SUPPORT (TO COMMUNITY)
Offer real guidance and solutions, 
not platitudes.

How will you say it?

CONSIDER THE CONTEXT
Be personal, optimistic, and 
empathetic.

EXPLICIT VS. IMPLICIT
Acknowledge the current 
environment but don’t overstep.

PROVIDE AN ESCAPE
Don’t be tone deaf, but levity 
is still embraced.

20% IS WHAT YOU SAY 80% IS HOW YOU SAY IT

1

2

3

1

2

3
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AUDIO FIRST
Out: Traditional Media
In: Streaming Audio
As the marketplace rebounds, an audio strategy will emerge as an absolute “must” for 
brands and a “must buy” for media planners. As publishers continue to build and expand 
holistic audio ecosystems—especially with the addition of podcasts—it will become easier 
and safer for advertisers to access broad audiences, scale audio inventory, perform 
advanced measurement, and utilize seamless planning and buying solutions. 

Brand Implications 

As audio’s flexibility, quick-to-production 
timeline, and intimate storytelling abilities 
take the spotlight, creative briefs will be 
enhanced to include a renewed focus on 
having an audio brand identity, instead of 
solely visual. 
 

Agency Implications 

With marketers “following the listeners” 
and doubling down on audio assets, 
media planners and buyers will turn their 
attention to audio platforms that can 
create rich brand experiences backed 
by measurable business outcomes. 
This will lead to a demand for better 
industry metrics, such as audibility and 
standardized podcast measurement.

T R E N D S  R E P O R T

If there’s one thing we learned this year, it’s that change is 
the only constant. Here’s what to watch out for as the massive 
changes from 2020 continue to impact 2021.
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T R E N D S  R E P O R T

AGILITY IS
EVERYTHING
Throw away the old planning process and timelines. Upfront planning, multi-year 
commitments and annualized communication plans are obsolete, and the industry is 
quickly formulating the new advertising standards. Publishers who can deliver flexible 
buying terms and data-driven platforms and products will ultimately lay the groundwork 
for creating new programmatic marketplaces within connected home, in-car, and other 
connected devices. 
            

Out: Upfronts
In: Real-time Planning

Brand Implications 

Marketers will move away from long-
term, multi-year contracts and operate on 
more shorter—term planning cycles. With 
a focus on fluidity and real-time response, 
ad dollars will continue to shift to digital 
media as it allows for flexible and 
dynamic messaging. And as technology 
and targeting capabilities continue to 
improve, brands will take on a more 
strategic, personalized approach 
to messaging. 

Agency Implications 

Fewer, Bigger, Better Partnerships. With 
the growing importance of time-sensitive 
messaging, agencies will look to develop 
deeper partnerships with publishers 
that not only offer flexible solutions that 
meet their advertising client needs, but 
can double as strategic consultants that 
provide best practices in this  
“real-time world”.
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Earlier this year, Chrome became the final major browser to sunset cookies (scheduled 
for 2021), and Apple announced changes to IDFA in iOS 14 that will make addressability 
much more challenging. While ad tech is scrambling to come up with new solutions, 
audio publishers will focus their narrative on the power of their logged-in user base, 
using their vast people-level data to differentiate, and demonstrate how they can support 
identity needs for both brands and listeners. 
 

Out: Cookies
In: 1st Party Data/Advertiser Owned CRM

Brand Implications

With big change comes big opportunity. 
Brands will look beyond third party 
data and embrace other forms, such as 
advertiser first party data. Publishers 
who can create strong privacy-safe 
deterministic matches to these data  
sets will provide the highest quality 
for advertisers.  

Agency Implications

Agencies will strike deals with  
publishers that have quality first party 
data opportunities to create addressable 
audiences through enriched data 
offerings that deliver more personalized 
people connections.

T R E N D S  R E P O R T

THE COOKIES
HAVE CRUMBLED
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REPRESENTING
AMERICA’S VOICE

This year we all had to take a step back and re-educate ourselves on important social  
and racial injustice issues to determine how we, as marketers and as humans, can not 
only take a stance, but implement real, system-wide change. Consumers expect and  
want more. Artists expect and want more. Publishers will make deeper investment in 
diverse content, community and programs for ALL artists, listeners, and brands.  

Out: One Size Fits All
In: Diversity & Representation

Brand Implications

53% of consumers are more likely to 
purchase from a brand that aligns with 
their social or political beliefs.19 Because 
of that, brands are actively working to not 
only represent diverse cultures but also 
to better understand the many audiences 
that represent their consumer base.

Agency Implications

Best-in-class targeting, scaled audiences, 
and unique insights that inform 
messaging will be at the top of agency 
priority lists. Beyond the media buy, 
agencies will look to align with publishers 
that are transparent and have dedicated 
initiatives that support diversity, equity 
and inclusion practices.

T R E N D S  R E P O R T
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Today, the world sounds different. And the reality is, the world is different. If you listen 
carefully, you’ll hear that your consumers’ needs are constantly changing, and you, too, 
need to adjust your sound. 

Audio continues to be one of the most powerful tools for storytelling, especially 
in the midst of a massive shift. Beyond its ability to create unique emotional  
connections, audio provides the opportunity to adapt and change your message 
nearly instantaneously.   

As much as we all want things to go back to “normal,” the world is not done changing, 
and therefore, your brand is not done growing. The impacts of 2020 are monumental—
and will shape Innovation, Creativity, and Content for decades to come (more on each 
in Definitive Guide to Audio Chapters 2–4). 

No matter what this sounds like, Pandora is tuned in and committed to helping you 
build the best possible relationship with your consumer. 

As always, we’ll be right here, listening.

A SOUND
FINALE

Sources: 1. Pandora Soundboard, COVID—19 Poll, (N=1,995), March 2020; 2. The Differentiating Factor: The Tale of Two Streamers, OMG Research, Edison Research and Pandora, April 23, 2020 to April 29, 2020. 
Sample size: 3,026 online interviews with Adults 18+; 3. Comscore, US Audio Streaming Hours, June 2020; 4. Edison Research, Share of Ear Q2 2020, Unique Report, July 2020, People 13+; 5. The Smart Audio 
Report, Spring 2020; 6. Edison Research Share of Ear Q2, May 2020 Update; 7. emarketer US Digital Audio Ad Spending, September 2020; 8. Nielsen Total Audience Report; 9. Edison Research Share of Ear Unique 
Cut Q2; 10. eMarketer, June 2020, U.S. Total Media Spending Report 2019—2023; 11. Advertiser Perceptions, Coronavirus Effect on Advertising Report” Wave 5, June 9, 2020; 12. IAB, 2020/21 Covid Impact On 
Advertising, August 2020; 13. IAB, Covid Impact on Consumer Media Usage, March—April 2020; 14. eMarketer, US Digital Display Advertising 2020; 15. emarketer US Digital Audio Ad Spending, September 2020; 
16. Pandora Virtual Events Soundboard Study, July 2020; 17. Nielsen Entertainment Study, July 2020; 18. Veritonic 2020 Audio Logo Index; 19. Pandora Soundboard, Political Road to 2020 Poll Wave 4

The Definitive Guide to Audio is published by the B2B Marketing team at Pandora. © 2020 Pandora Media, LLC. All rights reserved.

pandoraforbrands.com
@PandoraBrands
@pandora—for—brands
@PandoraForBrands

L A U R E N  D .  W I L L I A M S

Senior Director, Strategic Audio + Vertical Marketing

Words by

https://www.pandoraforbrands.com/
https://twitter.com/pandorabrands
https://www.linkedin.com/showcase/pandora-for-brands/
https://www.facebook.com/PandoraForBrands/
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Executive Summary

Throughout 2020, the success of 
government efforts across the Asia Pacific 
to contain the spread of COVID-19 has 
helped limit its impact on local real estate 
markets. At the same time, however, 
there is a sense that asset values have 
been propped up by a combination of 
transient factors—government support 
programmes, bank forbearance policies, 
healthy corporate balance sheets—that 
are unlikely to last. As the tank runs 
dry, there is growing conviction among 
investors that a market correction is 
inevitable.

While the downside for regional markets 
is not expected to be as severe as in the 
West, investors are anticipating asset 
prices to fall as we move into 2021. 
Three markets were identified as offering 
potential sources of stress:

China—where a government-led 
liquidity squeeze is depriving smaller 
developers of bank financing.

India—where the implosion of local 
nonbank finance companies again 
presents opportunities for private-
equity funds.

Australia—where the economic 
impact has been more acute than in 
other regional economies, and where 
greater market transparency is likely 
to offer more buying prospects in the 
short term.

As recession bites, other opportunities are 
emerging. In particular, Asian companies 
that have long held significant amounts 
of corporate assets in the form of real 
estate are now looking to tap those 
holdings to obtain working capital. By 
divesting them in the form of sale-and-
leaseback transactions, the assets can 
still be used as needed (often as corporate 
headquarters) while allowing companies to 
transition to asset-light business models 
that offer more efficient uses of corporate 
capital.

Another way in which investors are moving 
with the times is by rotating capital away 
from mainstream asset classes that now 
face cyclical or secular headwinds (such 
as office, retail, and hotels) and into those 
that provide reliable income streams in a 
down-trending market (such as logistics, 
multifamily residential, and data centres). 
Logistics, in particular, has become an 
overwhelming investor favourite given its 
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status as the only major asset class whose 
fundamentals have improved as a result of 
the pandemic (due, among other things, 
to surging demand from online retailers). 
These asset classes are seeing ongoing 
cap rate compression as investors 
compete to secure assets.

One common theme seen throughout the 
region is that the pandemic has acted as 
a catalyst to accelerate trends already 
underway before the arrival of COVID-19. 
Environmental, social, and governance 
(ESG) themes are one example of this. 
While ESG tends to be more important for 
buyers and owners at the top end of the 
market, there is both a growing awareness 
of health and environmental issues, as 
well as an increasing understanding that 
building efficiency, in particular, is an issue 
that can translate directly to corporate 
bottom lines.

Standards such as GRESB are helping 
create a de facto yardstick of sustainability 
compliance, while the newer, more 
exacting CPD standard (which measures 
buildings’ net-zero-carbon strategies) 
is now emerging. Over time, the CPD is 
expected to become more important as 
governments move to comply with carbon 
emissions obligations delineated by the 
2016 Paris Agreement.

A further reflection of today’s fast-
changing environment is that new-building 
designs are becoming more flexible, with 
developers seeking to create general-
purpose structures that can be adapted 
to new types of uses, allowing a variety of 
purposes over their lifetimes. Approaches 
to master planning—while slower to gain 
traction—will probably also be subject to 
change, especially through the creation of 
decentralised neighbourhoods and cities 
offering comprehensive mixes of daily 
needs within local catchment areas.

In terms of capital flows, 2020 has seen a 
steep decline in year-on-year transaction 
volumes. This partly reflects the impact of 
border closures preventing buyers from 
travelling, and partly the fact that sellers 
are refusing to discount asset prices in the 
hope that markets will quickly rebound 
once a vaccine is delivered. Cross-border 

capital flows are also down, although 
significant activity has been registered in 
South Korea and Japan as investors adopt 
a flight-to-safety mentality and seek out 
markets with deep domestic demand that 
are less affected by geopolitical risk. China 
also enjoyed significant cross-border 
investment for much the same reason, 
proving that foreign capital still sees it as 
an important destination despite ongoing 
trade tensions.

Unsurprisingly, this year’s investment 
prospect rankings showed an ongoing 
preference for regional gateway cities that 
offer liquid, stable markets, together with 
reliable sources of domestic demand. 
Singapore remains the top investor 
preference, as in last year’s report. 
Though not regarded as an established 
gateway in the mould of traditional 
investor favourites such as Tokyo and 
Sydney (which featured second and third, 
respectively), it has successfully cultivated 
a reputation for neutrality in what has 
become an increasingly polarised world, 
drawing significant investment from 
China in particular during the course of 
2020. South Korea investment volumes, 
meanwhile, rose a remarkable 71 percent 
year-on-year to a record quarterly high as 
domestic institutional buyers redirected 
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capital earmarked for foreign purchasing 
back to homegrown assets.

Bank finance remains generally available 
across Asia Pacific markets, even if there 
is a clear preference for some types of 
deals (logistics) over others (retail, hotels).

If the impact of the pandemic on the 
investment environment is likely to be 
profound, the effect on individual real 
estate asset classes promises to be just 
as meaningful.

Office: Investors have long seen office 
as the go-to asset class, but with future 
demand for prime office space now 
thrown into question by a number of 
competing influences—social distancing 
requirements, the work-from-home trend, 
economic retrenchment, and the need 
for tenants to cut costs—investors have 
become somewhat gun-shy. The balance 
of opinion among interviewees across the 
Asia Pacific was that although employees 
will work from home moreso than in the 
past (perhaps one day per week), it is 
unlikely to become a trend to the same 
extent as is expected in Western markets. 
Downtown offices will survive, therefore, 
although workplace layouts and facilities 
may change significantly.
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Logistics: Already a favourite asset class 
pre-COVID, logistics sector prospects 
were boosted by the pandemic as online 
spending soared and manufacturers 
began creating stockpiles of components 
they had previously procured on a “just-
in-time” basis. Still, while the structural 
undersupply of logistics facilities means 
that demand should continue to be strong, 
investors worry, first, that growth in online 
sales may peak and, second, that industry 
pricing dynamics will outrun the market as 
cap rates become ever more compressed. 
Cold-storage facilities are now also seeing 
strong growth, again due to increasing 
demand caused by rising ecommerce 
sales.

Retail: The pandemic-induced surge in 
ecommerce shopping has once again 
served to accelerate a preexisting trend. 

But while the long-term implications for 
brick-and-mortar retail are undoubtedly 
negative, there are still positives. First, 
conventional retail sales remain strong 
for some segments, such as luxury and 
nondiscretionary goods. Second, retail 
operators have stepped up the pace in 
adapting their assets, either by reimagining 
them to serve local catchments, or by 
bringing in other types of commercial as 
well as residential occupiers.

Residential: As an asset class, residential 
tends to be favoured by investors during 
recessionary cycles because—in the Asia 
Pacific especially—there is usually strong 
demand, as well as a good track record 
of mortgage and rent payments. While 
only Japan has a significant number of 
institutionally-held, for-rent properties, 
super-low treasury yields mean that 
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investors may now be more willing to 
accept the low yields associated with 
residential assets.

Hotels: Like retail, the hospitality sector 
has been hard hit by the pandemic, in 
this case by lack of tourists. While there 
may be some hope in reinventing hotels 
to focus on domestic tourism, it seems 
likely the sector is now oversupplied, 
leading to many assets being sold off and 
converted to other purposes, such as 
for-rent residential. Hotels are some of the 
first distressed assets now appearing in 
the market.



Exhibit 1-1  Asia Real Estate Transaction Volumes by Source of Capital (with Year-on-Year Percentage Change)
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“This is a demand crisis, so I don’t think the effects have hit yet. But we 
have a big storm coming—this is going to be a long winter and every asset 
class is going to suffer, apart from industrial/logistics.”

Chapter 1: On the Brink of a Turn

Ever since real estate markets bottomed 
in the wake of the 2008 global financial 
crisis, Asia Pacific investors have been 
placing capital with an eye over their 
shoulder and a certain sense of unease as 
pricing and cap rates have been bid ever 
higher on a pyramid of liquidity and cheap 
debt. If the 11-year monster of a rally that 
has followed was never really convincing 
because its foundations were, in that 
sense, built largely on sand, there was 
also a feeling that whatever came along to 
displace it would be equally improbable 
and fantastical.

And so it has proved. Perhaps just as 
fitting, though, in these most unpredictable 
of times, is that the consequences of the 
black-swan event that now has felled the 
world’s economies—with the apparent 
exception of China—and seems about to 
do the same for its real estate markets, 

has brought in its own wake a slew of 
outcomes as unexpected as the pandemic 
itself.

The first is that communities in the 
Asia Pacific have managed to protect 
themselves more effectively than 
developed-market counterparts that far 
outgun them in both health care and 
financial resources. The  economic fallout 
for regional markets seems likely to be 
relatively contained as a result.

The second is that the most significant 
impact of the coronavirus from a real 
estate perspective has been to fast-track 
a number of preexisting secular and 
cyclical trends in ways that are likely to 
prove not only transformative but also, 
in the end, productive. As one Hong 
Kong–based consultant put it: “We were 
on course for change before, but what 

COVID has done is accelerate everything 
to an unimaginable degree. Evolving in the 
normal way, we expected 10 to 20 years 
to get to the final answer—now we have to 
get there in a matter of months.”

Finally, and counterintuitively, real estate 
markets in most destinations have 
stalled. Investors anticipating a cascade 
of defaults, therefore, as recession takes 
hold have largely been disappointed. 
According to data from analysts Real 
Capital Analytics (RCA), investment 
volumes fell by 38 percent year-on-year in 
the third quarter of 2020, and by around a 
fifth compared. With the two prior quarters 
of 2020 prices and cap rates, meanwhile, 
have remained mostly stable.



Exhibit 1-2  Most Active Asia Pacific Metropolitan Areas by Sector: Third Quarter 2020
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“It’s a bit of a wait-and-watch. 
Everybody is doing some deals 
here and there, but it’s really 
not full blown.”
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As one investor said: “What the textbooks 
tell you doesn’t work anymore. Normally, if 
economies are down, capital markets fall, 
corporate earnings decrease, and rents 
decline—everything is linked. But today, 
economies are awful, corporate earnings 
are terrible, governments keep injecting life 
support, but stock markets are at historical 
highs and cap rates are still so low.”

There are various reasons why 
transactions have seized up in this way. 
First, fear of unknown unknowns. As one 
Singaporean fund manager said: “We’ve 
had a very successful fundraising, but 
there’s no pressure to deploy immediately. 
Actually, none of the big players like 
us who have raised capital are actively 

deploying right now. It’s a bit of a wait-
and-watch. Everybody is doing some 
deals here and there, but it’s really not 
full blown.”

Another reason is that travel bans have 
prevented investors from physically 
visiting prospective purchases. “Unless 
you have someone on the ground, none 
of us would dare to buy anything without 
seeing it,” said one fund manager. “The 
industry is very much a touch-and-feel 
thing, there are so many different moving 
parts.” Travel bans have had the greatest 
impact in markets with a high proportion of 
international investors, such as Australia.

Next, there is a standoff over pricing. 
Buyers are underwriting lower values 
and cap rates based on an assumption 
of lower (or no) growth, together with 
expectations for declining rents. “The 
question is how much, how bad, how 
long,” as one fund manager put it.
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Markets Are Levitating . . .

This bunker-down mentality has been 
encouraged by the huge stimulus and 
employment support programmes rolled 
out by governments globally, which have 
temporarily staved off the impact of deep 
recessions in most major economies. In 
the Asia Pacific, governments mostly have 
held back from writing blank cheques, 
but banks and landlords have still actively 
supported cash-strapped customers 
rather than calling loans or terminating 
leases. This has served to sustain many 
essentially insolvent tenants, shoring 
up occupancy rates and maintaining 
landlords’ balance sheets at near-pre-
COVID levels.

Today, though, with hopes for a V-shaped 
recovery fading fast, conviction is growing 
that artificially high asset prices (and, with 
them, investors’ profits) are due for a fall. 
According to one analyst: “The impact 
of government funding on economies 
has translated into lower [real estate] 
transaction volumes because businesses 
have been propped up by government 
support, which is delaying the appearance 
of distress in the market. But it will come, 
for sure, whether it’s corporates selling 
assets, or investors whose income 
streams have dried up and are unable 
to meet interest rate coverage ratios, or 
banks or receivers themselves stepping 
in as creditors.” Investor profitability 
expectations, as reflected in exhibit 
1-4, have therefore declined to levels 
approaching the 2009 lows of the global 
financial crisis.

Owners, meanwhile, are generally strong 
enough financially to avoid forced sales 
and are holding out in the hope of early 
turnarounds on both the pandemic and 
economic fronts. The knowledge that a 
large amount of unspent capital held by 
real estate investment funds is waiting in 
the wings has helped bolster their hopes.

In the words of an institutional fund 
manager in Singapore: “Valuations have 
not come down and that’s the biggest 
challenge we’re seeing. Rents are coming 
down—people are talking about 10 to 20 
percent rental drops—but values are not 
following, which ultimately goes back to 
there being just too much holding power.”
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Another reason pricing has remained 
stubbornly high is that valuers have been 
reluctant to write down asset values, 
relying on technical caveats about market 
uncertainty and hopes for an economic 
rebound in 2021. In doing so, valuers are 
following the lead of U.S. equity and debt 
markets, which as of November 2020 
were trading at record highs. As such, 
institutional asset managers were under 
no pressure to rebalance real estate 
portfolios to maintain prescribed asset-
allocation levels.

Beyond that, prices have also been 
supported by the fact that central banks 
have now set their stalls at a point where 
interest rates are almost guaranteed to 
be lower for longer, thereby creating a 
bigger spread between asset yields and 
cost of debt that encourages further cap 
rate compression, which in turn supports 
higher asset valuations. As one investor 
said: “Spreads remain elevated across 
the board because people have been 
expecting interest rates to push out and 
eat into them. But if that expectation has 
now changed, it would certainly justify 
more cap rate compression.”

In any event, realistically, asset prices 
at current levels are simply too high, a 
conclusion underlined by bank asset 
valuations for proposed lending deals, 
which are currently significantly lower 
than proposed transaction prices. As 
one consultant said: “I think the valuation 
profession is in denial. [Asset] yields have 
moved perhaps 25 to 50 basis points, 
but at the end of the day, the test for me 
is: would someone pay that price to buy 
it now? I think changes should be 15 to 
20 percent more than is being reflected. I 
also think there will be major differentiation 
between core and noncore [assets], much 
more so than in the past—people are just 
putting off what is going inevitably to be a 
correction.”



Source: Preqin Investor Interviews, June 2020.
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. . . Until the Music Stops

The question now is: when and how will 
this happen? Although banks “continue to 
extend and pretend,” some interviewees 
suggested that the first quarter of 
2021, when many government support 
programmes are set to expire, will mark a 
transition to a new dynamic.

According to one Australia-based 
interviewee: “Equities are doing well, 
so real estate assets should retain their 
values because we haven’t broken the 
threshold. But that’s why, next year, the 
first quarter will be important. The job 
furlough schemes will be removed. You’ll 
see a rising unemployment rate. You’ll see 
the other asset classes being repriced. 
And I think at that time there will be more 
pressure on landlords to be realistic in 
valuing their assets.”

And, in the words of one brokerage 
analyst: “We feel that transaction volumes 
will come back strongly in 2021, though 
it might not even be early 2021. These 
things take a while, so maybe it’s the 
latter half of 2021 when we really start to 
see properties being put to market and 
there’s a price adjustment. It’s actually 
happening now; we’ve been appointed 
by a few people who just need to sell. But 
they are more one-offs than the norm at 
the moment.”

Projecting the extent of any correction 
is difficult. However, even though the 
current downturn is certainly more severe 
than during the global financial crisis, 
most investors are expecting fallout to be 
contained, at least compared to Western 
markets. As one manager working at a 
global fund said: “We do not expect as 
much distress in the Asia Pac compared 
to the U.S. and Europe, so we’re holding 
more dry powder available for those two 
markets.”

There are various reasons for this. First, 
most regional markets have been relatively 
successful in containing the coronavirus, 
thereby reducing the economic impact. 
Second, “we just don’t have the debt. 

Leverage is what creates distress, and for 
good or bad we have neither high leverage 
nor a deep securitisation market.” This is in 
contrast to the United States, where large 
amounts of securitised debt have created 
a structure where special servicers often 
see more opportunity in calling in loans 
and taking possession of assets rather 
than finding a compromise that allows 
owners to retain them.

In Asia Pacific markets, the prospect of 
banks resorting to mass defaults simply 
because borrowers have breached 
covenants is remote. In addition, and 
unlike during the global financial crisis, 
banks today are both well capitalised 
and better versed on how to manage a 
systemic threat. They also appear more 
inclined to work with banking regulators to 
address economic fallout. Finally, interest 
rates are ultra-low, and possibly heading 
lower.

Apart from that, the cost to the banks of 
calling loans en masse would be both 
prohibitive and self-defeating. In the words 
of one debt market specialist: “I don’t 
think there’s going to be a wave of defaults 
comparable to the global financial crisis. 
The way the economy has been managed 
and how the banks have played their 
role, it’s not in their interests suddenly to 
change that situation, because in the end 
defaults come back to bite them. You triple 
the cost of underlying risk capital because 
you have a belligerent and uncooperative 
borrower, you spend an enormous amount 
of management time on a deal that can’t 
get refinanced no matter what, and then 
there are going to be transaction costs to 
cover, too.”
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“Japanese companies don’t lay off people, 
but they need to reduce expenses, and 
the way to do it is to surrender office 
space and have people continue working 
part-time at home. So I wouldn’t be 
surprised to see a lot more vacancy in 
class A office in Tokyo and Osaka.”

Logistics and multifamily residential, 
meanwhile, are now the “major food 
groups that are going to drive the market.” 
Both have become popular in Japan in 
recent years, although yields are now 
ultra-compressed (around 4 percent 
for logistics and under 3 percent for 
residential). With demand for logistics still 
strong, it remains an area where investors 
are willing to place capital.

Multifamily, on the other hand, may 
have reached its limit in terms of cap 
rate compression, although investors 
are still chasing deals in Tokyo involving 
larger apartments (i.e., measuring 
around 35 to 40 square metres) as a 
way to tap into new demand created by 
employees working from home, especially 
in areas like Shinagawa that provide 
good transportation networks and local 
amenities.

That decentralisation theme applies 
equally to another multiyear trend in 
favour of Japan’s secondary cities, 
whose growing appeal stems from their 
flourishing economic bases, less densely 
populated urban cores, and operating and 

living costs some 30 percent lower than in 
Tokyo. According to one fund manager: “I 
think you need to be looking at locations 
where not only are you decentralised 
within Tokyo, but probably also 
decentralised within Japan. And you can 
easily be sat in Osaka or Nagoya because 
you’re a quick Shinkansen [high-speed 
train] ride away. And once that maglev 
goes in, it’s even closer.”

As in other markets, Japan should turn 
up a few prospects for distress, although 
probably less so than elsewhere and 
very likely limited to particular situations 
and assets classes. Sale-and-leaseback 
deals involving hard-pressed but asset-
rich companies are one possibility, as 
discussed elsewhere in this report.

The hospitality sector is another option. 
Already saturated pre-COVID by numerous 
Olympic-related investments, the sector 
has been hit by the disappearance of 
the inbound tourist trade. According to 
one Tokyo-based fund manager: “I think 
in the rest of Asia travel seems to have 
come back a little more solidly than it has 
in Japan, but hotels will be an interesting 
space in the next couple of years 
because there are a lot of places that 
didn’t make any sense when they were 
built even in a good market. So we are 
aggressively looking just from a real estate 
perspective—how much is the ground 
worth if you were to change it to a different 
use?”

Japan: Key Themes

In today’s flight-to-safety environment, 
Japan has become the region’s go-to 
destination. It has depth and liquidity in 
core assets, cash-rich tenants, and a 
deep domestic market that is relatively 
less reliant on external trade—tellingly, 
the deep decline in transaction volumes 
seen in most Asia Pacific markets in the 
first nine months of 2020 was absent in 
Japan. Sales recorded a relatively modest 
22 percent decline, propped up by foreign 
purchasing and a handful of large deals.

One aspect of the predictability of the 
Japanese market is its enduringly low 
interest rates. At less than 1 percent, they 
offer a decent spread over the cost of 
debt and reduce the need for leverage to 
achieve returns. They also explain why cap 
rates of less than 3 percent still have room 
to move lower.

Over the next couple of years, Japan (and 
in particular Tokyo) is expected to continue 
as a magnet for international investors. 
According to one locally based fund 
manager: “I could see in the next couple 
of years rents coming down in every asset 
class; but conversely, cap rates could 
still compress, because I see a lot more 
international capital coming into Japan as 
a safe haven. It’s one of those countries, 
like China, where people actually are 
going back to work, the economy remains 
kind of positive and fluid, and things are 
getting created. And unlike China, it has a 
convertible currency. So if you’re not going 
to invest in downtown New York, you 
might still invest in downtown Tokyo.”

As of October 2020, grade A office 
rents had dropped slightly but remained 
fairly stable, vacancies were low, and 
new supply was limited. However, while 
that may be enough to draw cash-rich 
domestic buyers who have long traded 
Tokyo office assets, some foreign 
investors are now avoiding the space out 
of fear that changing workplace practices 
could create a spike in vacancies. “Next 
year, I expect more tenants giving back 
floor space,” continued the fund manager. 
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Exhibit 1-8  Investors’ Targeted Returns between Now and End of 2021
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Distress—A Long Wait

Still, while the correction may not 
prove as severe in the Asia Pacific as 
elsewhere in the world, most investors 
are anticipating significant amounts of 
stressed or distressed assets to surface 
in 2021 and are preparing to deploy 
capital accordingly. Even Japan, where 
transactions and valuations have remained 
strong, is likely to see some pressured 
sales. As one local investor said: “I don’t 
think it’s going to be a river—it might 
not even be a stream—but I do think the 
faucet will open.”

Ironically, this is occurring at a point 
when opportunistic money is not exactly 
abundant in the region. Capital raised 
by Asia Pacific opportunistic funds has 
been in decline for years and was at 
its lowest ebb in 10 years in 2019 (i.e., 
around US$5 billion, according to JLL). 
Other types of capital are stepping up 
though. As one investor said, “It’s not out 
of the normal realm, but it is something 
slightly different than four or five years 
ago, where teams were just geared for 
more bog-standard types of transactions.” 
The increase in investors targeting higher 
returns compared with previous years, in 
particular in opportunistic and distressed 
investments, is reflected in exhibits 1-8 
and 1-9 of our survey.

Geographically, interviewees identified 
three markets as likely sources of forced 
sales.

China—While distressed deals have 
long been a feature in China (partly 
because developers tend to be highly 
geared), such events tend also to be 
intermediated by associated parties 
and local governments rather than by 
the open market. How this plays out 
on this occasion therefore remains an 
open question.

That said, and although the Chinese 
economy continues to prove resilient, 
government policy initiatives to 
tighten bank financing to developers, 
including the recently publicised 
(though still unissued) “Three Red 
Lines” policy, are taking a toll. Bank 



8    Emerging Trends in Real Estate® Asia Pacific 2021

Chapter 1: On the Brink of a Turn

funding cuts are aimed at smaller 
and more leveraged players, who are 
now looking to sell assets to finance 
construction and land acquisition 
costs.

Sales will not be limited to under-
pressure small developers, though. 
According to one Shanghai-based 
foreign investor, larger players may 
also be looking to divest assets to 
“reposition their fire power so they 
can go on an acquisition spree.”

This is because the steep discounts 
to market value at which smaller 
developers are now trading create 
opportunity for their larger peers 
to add to land banks at attractive 
valuations. But with no bank 
financing to help them, some are 
now liquidating assets (including 
commercial properties) to finance 
those deals. “For them, it might be a 
question of opportunity cost, whereas 
for us it’s an opportunity to step into 
some of these assets at an attractive 
cost basis—that kind of thing is our 
bread and butter,” the investor said. 

In addition, while China appears to 
have an endless appetite for new 
housing, several investors suggested 
that oversupply may be appearing in 
some areas. According to one: “I do 
feel there are signs that the residential 
market in China is overbuilt. We’ve 
talked about bubbles there bursting 
for so long, and while I don’t think 
they will allow it to happen now, we 
are going to see more defaults and 
distress, probably in a controlled 
manner. Also, because [foreign 
investors] can’t travel to look at those 
deals, I think the Chinese government 
will have the perfect opportunity to 
sit down with local AMCs [asset-
management companies] to handle 
them.”

Still, China remains by far the most 
robust economy in the Asia Pacific 
region (and probably globally too), 
so these opportunities are more 

likely a reflection of cyclical, rather 
than systemic, weakness. One 
domestic developer pointed to a 
strong rebound in consumer demand 
in the fourth quarter, citing a 30 
percent year-on-year increase in his 
company’s residential sales during 
China’s annual “Golden Week” 
October holiday. Chinese developers 
may therefore still be able to dispose 
of residential assets fast enough to 
avoid credit shortages, especially if 
they are willing to discount prices.

India—Already subject to a 2019 
crackdown on developer-finance 
irregularities, India’s real estate sector 
was hit by a perfect storm in 2020, 
as further regulatory tightening was 
compounded by a severe outbreak 
of COVID-19. As a result, developer 
finance is today in shorter supply than 
ever. “With maybe 95 percent–plus 
of Indian developers hard pressed for 
cash and liquidity,” according to one 
local consultant, “it’s now a process 
of evolution, where the fit will survive 
and the rest may not.”

Most international investors continue 
to focus on tried-and-tested business 
park assets that have been the 
focus of both of India’s successful 
real estate investment trust (REIT) 
launches to date. Given the country’s 
large business process outsourcing 
(BPO) industry, this sector may also 
benefit from renewed offshoring 
demand from Western companies 
dealing with pandemic-related issues.

However, the cathartic process now 
underway in India is also creating 
significant industry consolidation, 
together with demand for distress 
capital on a massive scale. As a 
result, many foreign institutional and 
private-equity funds are looking to 
India as a source of opportunistic 
investments.

The main focus of such deals 
continues to be the residential sector, 
where last-mile construction funding 

on a senior-secured basis for mid-
range housing projects offers internal 
rates of return (IRRs) as high as 23 
percent.

Australia—The attritional impact of 
the pandemic on regional economies 
(especially in Melbourne) has 
already been reflected in higher 
vacancies and rental incentives. 
Further rental declines are expected 
as unemployment worsens and 
support provided by government 
policy measures falls away. However, 
the main reason investors look to 
Australia as a source of distress 
has less to do with current market 
weakness and more to do with the 
fact that the economy functions 
structurally as in the West, with the 
result that mechanisms to dispose of 
distressed assets are more front-
and-centre. “My gut feel is that 
Australia is the most transparent [Asia 
Pacific] market for distress,” said 
one interviewee. “So if it happens, 
[investment] funds all have money 
ready to buy, although at the moment 
they are having to wait—even core 
funds are struggling to deploy capital 
because they can’t travel.”

Clearly, the extent of any correction will 
vary by market and asset. Still, most 
investors are not expecting wholesale 
price cuts. According to a regionally 
focused analyst: “It’s all about the 
economy. We don’t want it to collapse, 
but also we don’t want the property 
bubbles to continue. I feel like a mini 
adjustment is good, a 10 to 15 percent 
adjustment is healthy enough to reset. If 
we get that, we don’t need it to be 30, 40, 
50 percent.”

In some markets, though, the downturn 
may be deeper than in others. In Hong 
Kong, one interviewee, speaking of the 
local market, observed: “If we’re talking 
about a 15 to 25 percent adjustment, 
which we might be, then core would be at 
the 15 end and the second and third tier 
would be at 25, as would retail.”



Source: Invesco.
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Perhaps the main reason declines 
may be contained in this way is that so 
much unspent investment capital has 
accumulated in recent years. According 
to CBRE, as of the first quarter of 2020, 
some US$51 billion was held by Asia 
Pacific closed-end funds looking to invest 
in regional real estate. With more money 
available than assets to purchase, long-
term investors may not try to press their 
advantage, given especially that many 
properties coming to market will likely be 
one-off sales.

Another secular shift that should continue 
to support values and cap rates over the 
medium to long term is the continuing 
downward trend in interest rates. 
According to a fund manager in Shanghai: 
“The reality we now face is that the globe 
is basically joining the Japan experiment, 
where we will be at effectively 0 percent 
interest rates for an extended period. 
And that makes for an incredibly strong 
tailwind for high-quality, income-yielding 
commercial assets, and an acceleration 
of this secular shift from fixed income into 
income-bearing brick-and-mortar assets, 
where the relative yields between a 0 
percent bond and a 2 percent, 3 percent, 

4 percent commercial property is going to 
look incredibly attractive. I don’t think the 
market has fully priced in that reality yet, 
considering the number of folks continuing 
to sit on the sidelines.”

Not only does that spread now look more 
attractive, it also encourages institutional 
investors to allocate more capital to their 
real estate portfolios. According to a 

survey of sovereign wealth funds carried 
out by asset manager Invesco, sovereign 
investors globally have earmarked an 
average 9 percent of assets under 
management (AUM) for real estate 
purchases in 2020, compared with just 4.1 
percent as recently as 2015 (see exhibit 
1-10).
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Corporates Divest

As economies slow, there are obvious 
negative implications for corporate 
balance sheets. At the same time, many 
Asian companies have large amounts of 
capital tied up in real estate that can be 
tapped to provide ready cash. According 
to one interviewee, “Asian companies, 
especially big manufacturers, tend to be 
more asset heavy than those in the U.S., 
who went with an asset-light approach a 
lot earlier. Some may now be looking for 
working capital, and anyway divestment 
makes sense because the amount of long-
term capital coming into the Asian market 
is encouraging structural change.”

Sometimes, such assets are premium 
products that rarely trade. An investor 
in the Philippines, for example, said 
that prime buildings in Manila’s central 
business district (CBD) have recently 
begun appearing on the market. “I’ve been 
looking at this specific area for the past 
couple of years, and all of a sudden there 
are three listings, at pre-COVID prices, 
owned by high-net-worth families,” he 
said. “They’re not going to sell at fire-sale 
rates, but these are people who would 
normally not be thinking of selling at all.”

Many assets divested in this way feature 
sale-and-leaseback structures that, with 
or without COVID-19, represent better 
uses of corporate capital. As one investor 
commented: “Why would you hold assets 
when you can continue to use them 
through sale and leaseback and then 
leverage your underlying credit strength? 
Otherwise, you’re not working your rating 
or your brand as well as you might. This 
way, you get a good partner, you get a 
good diversity of capital, and there might 
be other things you want to do down the 
road together in terms of having that kind 
of capital exposure.”

Sale-and-leaseback deals tend to 
comprise high-quality assets (including 
land) located in noncore locations, and 
are often sold at a discount to equivalent 
buildings traded in the normal way, at 
least on a risk-adjusted basis. In addition 
to corporate offices, investors are looking 
at potential deals involving logistics 

facilities (especially in Singapore) and 
also universities, which often own large 
real estate portfolios they can convert 
to working capital as fee-based revenue 
dries up.

Some deals have been structured in 
innovative ways. One New Zealand sale-
and-leaseback purchase set up a trust 
into which a portfolio of petrol station 
convenience stores was placed. This 
was then sold to a REIT that funded the 
purchase (in part) via a private placement 
to eligible shareholders. Other deals have 
included buyback clauses allowing sellers 
to repurchase the asset within a given time 
frame.

In Japan, sale-and-leaseback deals had 
already taken hold pre-COVID as a result 
of a recent trend to improve corporate 
governance practices, while elsewhere 
in Asia generational changes in family 
businesses had also begun pushing 
management in the same direction.

In India, meanwhile, sale-and-leaseback 
deals have so far been thin on the ground. 
According to one local player: “As logical 
as it is, it hasn’t really taken off. The 
primary challenge is that a lot of these 
properties have already been leveraged 
to the hilt. Beyond that, there aren’t too 
many buyers in the marketplace—even 
with a ready seller and a financially viable 
proposition, the challenge is that I haven’t 
been able to find any takers.”

Eyeing Development Risk

Reduced consumer demand caused by 
the global recession inevitably translates to 
lower demand for space from occupiers. 
With vacancy rates rising, and investors 
uncertain as to the depth and length of 
the slowdown, appetite for new space has 
weakened. 

As a result, and although pricing for core 
assets has remained steady, development 
plays across the region are now being 
postponed or discounted. According to 
a fund manager in Sydney, “This means 
people looking for that additional risk 
return need to look at development sites. 

There’s been a shift away from risk in 
terms of all capital, and development at 
the riskiest end of the spectrum is where 
you’re going to see that pricing come into 
play. So in Melbourne, mainly, there are 
quite a lot of development opportunities in 
the market, and I think they’re going to be 
the assets to keep your eye on because 
they are the ones that will have the biggest 
repricing.”

For the right product, however—and 
in particular for assets with long-term 
appeal—demand will likely remain strong, 
especially given the huge amount of 
institutional capital still on the lookout for 
core assets in the region.

Opportunistic funds therefore continue 
to seek out build-to-core options. As one 
such investor said: “We see an insatiable 
appetite for income-producing assets 
built with the goal of creating a very core 
income stream. This begs the question, 
though, of how to define what core is? 
People say it can’t be core if it’s not grade 
A office, but we don’t consider that to be 
core, because it’s very hard to create a 
resilient income stream in a flashy grade 
A building. For us, core is about figuring 
out what the demand is, and then creating 
a durable income stream that we can 
sell. Within that framework, our goal is 
to manage the risk, so we always build 
for domestic demand, which is the most 
immune to both geopolitical and foreign 
exchange risk.”

Indeed, this focus on buying assets that 
tap domestic demand was a theme that 
cropped up across all asset classes and 
geographies (but especially China) as 
investors hedge their bets in an era when 
export growth has become questionable, 
partly due to geopolitical concerns and 
partly because of poor short- to medium-
term economic prospects in Western 
markets.



Source: Savills Research and Consultancy.
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“If you’re looking for safety or 
security, you’re probably going 
to Japan and also to some 
property types in Australia.”
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Flight to Safety Continues

Risk aversion has also been the driving 
force behind the multiyear trend in favour 
of investment in regional gateway cities, 
as investors positioned themselves for an 
end-of-cycle environment. Now that the 
long-anticipated black-swan has arrived, 
the flight-to-safety theme continues. In 
the words of one brokerage analyst: “If we 
surveyed the majority of our clients and 
where they would be buying next, they’re 
going to be buying firstly in places where 
they think there’s distress—which there 
isn’t really at the moment—and otherwise, 
if you’re looking for safety or security, 
you’re probably going to Japan and also to 
some property types in Australia.”

This accounts for the strong showing 
in this year’s Investment Prospect 
Rankings of Tokyo and Sydney, both 
of which have reputations as liquid 
and transparent safe-havens. Tokyo in 
particular continues to draw investors. 
Transaction volumes were the strongest 

in the Asia Pacific after South Korea in the 
first nine months of 2020, despite falling 
by 22 percent, according to RCA. And 
while the investment market continues 
to be dominated by local developers and 
insurance companies, more opportunities 
of the type sought by foreign investors are 
expected to open up, especially from large 
corporates selling noncore assets.

According to one locally based fund 
manager: “Wealth in Japan is driven by 
the corporates, and sentiment within the 
corporates really lags until people see 
how their overseas business reacts to a 
crisis. We’re currently in that part of the lag 
where clearly sentiment is not good, but 
people are thinking it’s not that bad, which 
is why I think it will get worse before it gets 
better in terms of sentiment with respect 
to real estate. At that point there will be 
opportunity, because real estate values 
have risen due to Abenomics, and I think 
corporate management will want to take 
those gains before it’s too late.”

Singapore also features in this group 
(at number one, as in last year’s report). 
While it lacks the liquidity associated with 
the other two cities, it boasts plenty of 
core assets, together with grade A office 
valuations that are some 30 percent lower 
than in Hong Kong.
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Source: Emerging Trends in Real Estate Asia Pacific 2021 survey.

Exhibit 1-12  12-Month Rolling Transaction Volumes for Asia Pacific 
Big 6 versus Secondary Markets (1H 2020)

Source: Real Capital Analytics.
Note: “Big 6” comprises Australia, China, Hong Kong, Japan, Singapore, and South Korea.
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Out with the Old, in with the 
New

In general, though, investors are more 
focused on finding deals among 
particular asset classes than in particular 
geographies, with an emphasis on 
those providing income streams that are 
resilient in a down-trending market. In the 
current environment, this translates into 
a rotation of capital away from mainstay 
asset classes experiencing cyclical or 
secular headwinds (such as office, retail, 
and hotels) and towards those previously 
regarded as niche (such as logistics, 
multifamily residential, data centres, and 
tech-oriented business parks catering to 
disciplines such as life sciences).

As a result, alternative asset classes are 
seeing ongoing cap rate compression as 
investors compete to place capital. 

Build-to-Rent Residential

Build-to-rent residential is one area in 
demand (see chapter 3 for more detail). 
According to one interviewee: “In the 
depths of COVID, clients were telling us 
that retail portfolios were only collecting 
25 to 30 percent of rent, and that will still 
be the case in some markets. For offices, 
maybe they’re at 70 to 80 percent, and 
that’s still questionable in some people’s 
minds. But multifamily is extremely 
resilient—rent collection in most markets 
is at 90 percent–plus. So, people like the 
resilient nature of the income and they’ll 
try to manufacture yield by doing more 
development.”

Logistics

Logistics is another sector where investors 
are chasing strong income streams 
(see chapter 3 for more detail). Already 
a favourite asset class pre-COVID, 
prospects were boosted by the pandemic 
as online sales soared and manufacturers 
began creating stockpiles of components 
they had previously procured on a “just-in-
time” basis.
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Still, while the structural undersupply of 
logistics facilities across the region means 
that demand should continue for the 
foreseeable future, investors worry, first, 
that growth in online sales may peak or 
even decline and, second, that industry 
pricing dynamics will outrun the market as 
cap rates become ever more compressed. 
As one investor said, “It’s the obvious 
thing you would want to go into, but the 
trouble is it’s obvious. So, everyone else is 
trying to do it, then the prices go up, and 
then you don’t make the returns because 
you’ve overpaid for it.”

Data Centres

Meanwhile, data centres have become 
the other sought-after asset class. Only a 
few years ago, the sector’s specialist and 
operationally intensive nature deterred 
many real estate funds. Today, that 
thinking has changed. Strong growth in 
Asia Pacific internet bandwidth capacity 
(currently 56 percent annually, according 
to data centre operator Equinix) is creating 
record flows into development projects, 
much of it bound for investment-grade 
assets such as hyperscale data centres. 
Spending in China has been especially 
strong, with almost US$1.5 billion in tech, 
telecom, and data centre deals recorded 
in the year to October 2020, according 
to RCA. Total investment across the Asia 
Pacific region represented some 2 percent 
of all regional real estate transactions in 
the first half of 2020, compared with less 
than 1 percent for the whole of 2019.

Singapore, Hong Kong, Tokyo, and 
Sydney are considered the tier-1 data 
centre markets, while China has seen the 
fastest growth and India is now about to 
reach critical mass, with the big operators 
and investors opening offices in-country.

Although growing demand for 
bandwidth capacity means that data 
centre construction will continue for the 
foreseeable future, it remains a challenging 
sector in which to invest. Revenues tend 
to be concentrated among a small group 
of large users, creating both barriers to 

entry and inequality of bargaining power. 
In addition, operational issues have 
intensified as data centres become bigger 
and more complicated.

Because quality of service is so critical, 
both to boosting asset values and 
securing tenants, investors are now 
more likely to build data centres as 
integrated businesses rather than just 
real estate assets. In the process, they 
either form partnerships with operators or, 
increasingly, establish their own in-house 
expertise, sometimes by buying operators 
outright. In addition, they are now taking 
longer-term views, often with the goal of 
establishing a portfolio of assets that can 
be sold, either as a platform or via initial 
public offerings [IPOs].

According to one investor active in the 
space, “I’m a bigger believer in data 
centres than I am in logistics, because 
logistics has fewer barriers to entry and it 
can get mispriced more easily. Because 
if you think about what can drive cost for 
data centres, it’s not land. It may be hard 
to find both land and also power quotas, 
but even if land cost doubles, it’s only 
10 percent of the build cost. Your MEP 
[mechanical, electrical, and plumbing] is 
where all your cost is, and because it’s 
globally procured, it’s more fixed. That 
means there’s less of a chance this stuff 
gets bid up.” The investor cited data 
centre IRRs in the mid-20s, assuming an 
8 percent cap rate on exit, together with 
unleveraged cash yields-on-cost “in the 
mid- to low-teens.”
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Australia: Key Themes

On the face of it, conditions in Australian 
markets remain fairly benign, with 
grade A office rents holding steady 
in the third quarter of 2020 despite 
worsening conditions on the pandemic 
front, including a prolonged lockdown in 
Melbourne. Federal and state stimulus 
measures have no doubt played a part in 
keeping property markets afloat. 

Scratch the surface, however, and signs 
of stress become apparent. Purchases by 
local investors have dried up. “Domestic 
investors have been pretty cautious,” said 
a Sydney-based investor. “Aussie pension 
funds are conservative at the best of 
times, so they’re not necessarily out there 
doing deals—the capital markets at the 
moment are just pretty muted.”  

Rent incentives, which had recently been 
trending down after languishing for years 
at elevated levels, had rebounded to 
between 25 and 30 percent as of October 
2020. Sublease vacancies were similarly 
elevated, standing at 2.7 percent, or 
135,000 square metres, of office stock 
in Sydney, as opposed to between 0.3 
and 0.4 percent in the 2017–2018 period, 
according to JLL. 

With the government’s main economic 
support programme, the JobKeeper 
Payment scheme, set to expire in 
December 2020 (March 2021 for smaller 
businesses), the domestic economy can 
be expected to worsen in early 2021, with 
tenants relinquishing significant amounts 
of office space. As one interviewee said: 
“When these [programmes] end, demand-
side economics are going to be very soft 
and result in a lower-returns environment—
you’ll see distressed assets on the 
market. However, currently no one wants 
to dispose of assets for lower than book 
value due to the uncertainty.” 

While market fundamentals have 
weakened, the investment market 
remained reasonably strong as of the 
beginning of November 2020. The 
transparency, stability, and depth of 
Sydney and Melbourne office assets have 
long made them favourites of international 
investors. In the current environment, that 
appeal is strengthened both by their status 
as a safe haven and the availability of long 
leases (i.e., 10 to 15 years) that provide a 
measure of income security. 

According to a local developer, banks 
have held back from foreclosures in 
2020, but for new borrowing “we can see 
there are more restrictions—lending from 
Australian banks is getting harder and 
more expensive, so we continue to favour 
foreign capital and debt.” At the same 
time, said one investor, “Interest rates are 
now lower than pretty much they’ve ever 
been, and if that’s assumed to continue 
longer term, which it might well be, then 
there’s probably even an argument for cap 
rate compression.” 
 
Despite some softening of prices, 
investors remained positive. In the words 
of one Sydney-based fund manager: “If 
you were to put a well-let office tower 
on the market today, I think the offshore 
demand for Aussie office, irrespective 
that sublease vacancy is going up, will 
still be pretty strong, so you’re probably 
looking at a cap rate somewhere between 
4.75 and 5 percent. Investors will be 
comfortable accepting a lower total return 
by virtue of the fact that rental growth 
is going to be lower, but I still think they 
see this market on a relative basis pretty 
favourably.” 

The problem currently is the lack of 
sales. This is partly to do with the bid/ask 
spread on pricing, and partly a reflection 

of Australia’s very popularity among 
foreign investors. As a proportion of the 
whole, international buyers have always 
been more active in Australia than in 
other parts of the Asia Pacific, and with 
travel restrictions now preventing non-
Australians from entering the country, their 
absence has compounded a slowdown in 
activity by domestic players. Transaction 
volumes in the first three quarters of 2020 
were just A$15 billion, down 46 percent 
year-on-year, according to CBRE. As one 
local fund manager said, “I think border 
closures will probably be the biggest brake 
on markets here for the foreseeable future, 
because we do rely on that offshore 
capital.” 

The retail sector is predictably depressed, 
with one investor citing a 15 percent 
reduction in asset valuations. The impact 
is worst in CBD areas previously seen as 
“bulletproof.” 

On the residential side, meanwhile, the 
pandemic has sparked a renewed slump 
that is expected to accelerate as buying 
from both immigrant and international 
(especially Chinese) sources grinds to a 
halt. This will continue to dampen investor 
activity, especially in inner-city areas. In 
particular, the student accommodation 
subsector, which has emerged rapidly as 
an institutional asset class in Australia, has 
been hard hit by class suspensions and by 
the absence of foreign students still unable 
to enter the country. 

Better news was provided by the logistics 
sector, which saw strong momentum in 
Australia as it did elsewhere in the Asia 
Pacific, with transactions in the first nine 
months of 2020 roughly the same as the 
same period in 2019 at around A$4.7 
billion. 
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Counterintuitive Bets

While a growing sense of pessimism 
was evident among investors as of early 
November 2020, opinions on any given 
geography or asset class often varied 
widely by location. This points to potential 
for arbitraging negative sentiment through 
contrarian bets. In particular:

Hotel prospects may appear bleak as 
banks begin flushing thinly capitalised 
operators onto the market. Increasing 
demand from domestic travellers, 
however, has created some light 
amidst the gloom. Hotels are also 
being eyed as potential candidates 
for reuse, in particular in the form of 
multifamily residences. Underwriting 
models will have to change, but at a 
certain pricing level there are plenty of 
options for repositioning (see chapter 3 
for more on the hotel sector).

Investors remain gun-shy of office as 
an asset class because the current 
crisis has thrown into question how 
demand for conventional space will be 
affected once the pandemic dust has 
settled. The majority of interviewees, 
however, sees both the work-from-
home and decentralisation trends 
as less applicable in Asia than in the 
West, so to the extent that buyers are 
now holding back, there may be better 
prices or at least less competition for 
assets. In particular, while long office 
leases are not always common in Asia 
(with the exception of Australia), offices 
do generally provide a greater measure 

of comfort in that respect than other 
asset classes.

Retail assets were generally seen as 
toxic due to looming oversupply in the 
wake of the boom in online retailing. 
As one investor complained, “Retail is 
a four-letter word.” And another: The 
minute you mention retail, everyone just 
turns off and loses interest.” Sentiment 
is especially negative for bigger malls 
in core markets. Gross retail sales in 
Hong Kong, for example, were down 
around 50 percent on their 2018 
peak in October 2020, and with some 
traditionally high-spending Mainland 
Chinese customers unlikely to return, 
consolidation seems imminent.

Retail in Singapore may also be in the 
firing line. In the words of one regional 
analyst, “You do feel that Singapore’s 
suburban shopping centres trading at 
a cap rate of 5, historically 4, doesn’t 
make any sense.”

Opinions about retail were far from 
uniformly negative, though. According 
to one Chinese-based fund manager: 
“For us it’s been a contrarian bet, and 
the reason we continue to be active 
in this space is that by and large 
investors are pricing retail like it’s an 
average asset class, whereas in our 
experience it really is not, it’s entirely 
reliant on the specifics of the property. 
Is it well designed? Do you have good 
lines of sight? Is there a strong primary 
community catchment? Does it have 
good public transit connectivity? So if 

Going forward, build-to-rent residential 
promises to become a trending asset 
class in Australia, driven by changes to 
planning and taxation rules, more people 
looking to rent rather than buy, and its 
popularity among investment funds that 
see it as a defensive play. 

At the same time, regional destinations 
have seen a surge in both values and 

rental activity from residents fleeing 
to the countryside from major cities. 
Vacancies in inner-city districts of Sydney 
and Melbourne more than tripled to 12.9 
percent and 11.1 percent respectively 
between March and October 2020, 
according to analysts SQM Research, 
while simultaneously tightening to 
less than 1 percent in many regional 
destinations. Although interviewees were 

in general sceptical that Asia Pacific cities 
would embrace the remote-working trend, 
Australia may yet prove an exception, 
especially given the high cost of housing in 
downtown areas of major cities. 

we have the opportunity to buy a high-
quality or undermanaged property that 
can be operationally effective at what 
is a current average price for retail 
at the moment, that can be a pretty 
compelling opportunity.”

In Hong Kong, for example, 
one developer pointed out that 
performance varied widely according 
to segment, and with demand for both 
luxuries and mass-market necessities 
holding up well, the pain has been 
felt more in the mid-market space. 
In general, he said, facilities aimed at 
locals rather than tourists are more 
likely to prove resilient.

Another segment experiencing positive 
fundamentals is the nondiscretionary 
space. This applies especially to 
smaller facilities in suburban locations 
featuring good transport linkages and 
strong residential catchments. One 
broker commented: “We’re seeing 
a lot of liquidity there—supermarket 
anchored, anything that has liquor 
stores, chemists, news agents, things 
people need on a daily basis. People 
are selling in Australia, but we have 
plenty of eyes on that stuff and there 
are no price declines. But as soon as 
you get into the bigger stuff, B-mall 
rent collections have been terrible.”

In China, meanwhile, “there’s probably 
overcapacity, but you can still go and 
build a big mall and feel confident if you 
do it correctly, because the consumer 
base is so high.” Rising incomes and 
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relatively low penetration of retail 
facilities suggest there will continue 
to be scope in that market for well-
positioned assets. And with Chinese 
retail sales rising 3.3 percent year-on-
year in September 2020, according 
to official figures, a rapid economic 
rebound has cushioned the impact 
of any pandemic-related falloff in 
demand.

Picking and choosing between 
different subsectors and locations is 
therefore key. Indeed, the very fact that 
opinions on retail are so bearish has 
only encouraged a contrarian stance. 
In the words of one Sydney-based fund 
manager, “This is probably the biggest 
opportunity over the next 24 months. 
Everyone is scared stiff of the sector 
and has lumped it in as one generic 
asset class, which is absolutely not 
the case. It’s been priced to perfection 
for decades, but I think it’s probably 
going to deliver some interesting 
opportunities over the next couple of 
years.”

Finally, no matter how bleak the 
outlook, even unviable facilities can be 
turned around if values drop enough. 
As an investor in Singapore observed: 
“Everything is attractive to buy and 
sell at the right price, so if prices 
are distressed enough it could be 
interesting because there’s then a play 
for repositioning, for adaptive reuse—
there’s still a need for physical retail, it’s 
just how you use the asset.”

Urban Regeneration Booms 
in China

Strong growth in urban centres across 
Asia is creating acute shortages of inner-
city land as well as large numbers of sites 
that are either run down or for which 
current use is no longer appropriate. As 
a result, city governments are looking 
increasingly to urban regeneration as a 
means to create developable inner-city 
land.

While models used vary widely from 
market to market, the most active 
proponent of this approach is undoubtedly 
China, where urban redevelopment has 
emerged as a major source of new land 
supply for domestic developers.

The catalyst for the recent surge in 
Chinese regeneration projects has 
been initiatives at the local government 
level, beginning around 2016, to 
streamline regulations, approvals, and 
land conversion processes. Detailed 
rules have formalised and simplified 
administrative processes, creating 
certainty over everything from plot ratios, 
to land use rights conversion, to land 
premium calculations. In areas where 
land shortages are especially severe, 
authorities continue to streamline and 
delegate procedures so that new projects 
can be brought to market faster.

Guangdong Province—and in particular 
areas around Shenzhen—has seen the 
most regeneration activity. It has long 
been the favoured location for national 
pilot programmes and is anyway so 
heavily developed that land supply is 
especially stressed. According to official 
figures, some 534 million square metres 
of regenerated land has been created in 
the province since 2009, amounting to 9 
percent of its built area.

With local governments actively driving 
the process, selected sites tend to fit a 
particular profile, usually involving either 
a village or one of the many disused 
factory sites left over from Shenzhen’s 
heyday as a manufacturing centre. They 
are often conceived as transport-oriented 
developments due to the huge amounts 
invested in local infrastructure. Affected 
residents rarely oppose them because of 
generous compensation packages.

While most sites are developed for 
residential purposes, they generally also 
come with a mixed-use component. In 
addition, planning guidelines invariably 
set out a baseline level of environmental, 
social, and governance (ESG) compliance 
requiring, among other things, that around 
8 to 12 percent of gross floor area (GFA) 

be built as affordable housing and handed 
back to the government.

For developers, apart from the better 
access it provides to land, the main 
appeal lies in much lower land acquisition 
costs. According to a local developer 
active in the sector, land prices for such 
projects in Shenzhen currently average 
about Rmb14,000 to Rmb15,000 per 
square metre, compared with a cost 
of Rmb40,000 to Rmb50,000 for land 
bought at conventional land auctions. At 
that level, developers can generate gross 
profits of 40 to 50 percent, significantly 
higher than the 20 to 25 percent available 
for conventional projects.

At the same time, risks are 
commensurately higher. Timelines 
are longer and less certain because 
negotiations with local residents over 
relocation and compensation create a 
potential bottleneck that is hard to quantify 
given the uncertainty of the bargaining 
process. Long average development 
cycles also mean that capital is recycled 
slowly.

While urban regeneration is now a theme 
that has been taken up across China, 
investment prospects vary widely by 
location. Historically, Shenzhen has been a 
challenging market for foreign investors to 
place capital, but it has the advantage of 
more transparent processes and a wider 
availability of redevelopment options. In 
addition, as the fulcrum of the Greater Bay 
Area Development Plan, Shenzhen now 
has central government backing, which 
means that infrastructure investment and 
a variety of investment incentives will 
continue to facilitate capital flows.

As the developer said: “Location matters 
a lot. Guangzhou and Shanghai are quite 
different from Shenzhen, and the value 
of projects varies widely according to 
location. If it’s a place with very limited 
supply of land, prices will be higher, which 
means profits are lower.”
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COVID-19 Boosts 
Environmental Agendas

Even before COVID-19 began boosting the 
profile of ESG issues, regional real estate 
industries had already come round to the 
idea that compliance was more than just 
a nod to social responsibility. In particular, 
landlords today increasingly understand 
that ESG often translates directly to 
corporate bottom lines because buildings 
failing to make the grade are likely to be 
less appealing to investors.

Based on the 2019 Global Real Estate 
Sustainability Benchmark (GRESB) 
survey, Australia and New Zealand are 
market leaders in regional ESG rankings, 
especially in terms of carbon emission 
reductions. Certified sustainability 
initiatives are now the norm in investment-
grade office buildings. Large offices in 
Australia must by law disclose energy 
efficiency ratings, and over 1,800 buildings 
had been certified as of 2019. Japan, 
meanwhile, has almost 1,000 buildings 
certified under the local benchmark; South 
Korea has almost 15,000; and Singapore 
has some 3,000, or about 40 percent 
of current stock, with the government 
targeting certification of 80 percent of 
local buildings by 2030.

The main driver persuading landlords to 
adopt ESG features is that institutional 
funds—particularly those based in 
Europe—increasingly have mandates only 
to buy assets (or to place capital with 
funds that buy assets) that meet certain 
ESG standards. As one interviewee said: 
“It’s the same discussion about measuring 
the uplifts in rent by making buildings 
green. In the long term we may be able 
to measure it in terms of the bottom line, 
but short-to-medium term it’s better to 
say you can’t afford not to, because if you 
don’t, these are the potential implications 
in terms of the value of your property, in 
terms of reputation, and in terms of the 
reaction of the market, be it as a tenant 
or as an investor. Initially, valuers are 
going to start by making the odd remark 
in their valuation, but before long I think 
they’re going to reflect this in the values 
themselves. And that brings it home in a 
major way.”

New standards such as the Task Force 
on Climate-related Financial Disclosures 
(TCFD) are starting to codify how 
corporate balance sheets should record 
the impacts that climate change is likely to 
have on asset valuations.

That said, ESG tends to affect a small 
percentage of assets around the top of the 
market whose owners have expectations 
of selling to an international investor, or 
possibly where building tenants are likely 
to prize ESG features. For the majority of 
assets, compliance is therefore a luxury 



“My prediction is that next year 
and the year after, the net-
zero-carbon type of questions 
will be more fast and furious 
and you’ll have to have some 
kind of long-term programme 
to reduce carbon, whether it’s 
net zero or something else.”
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rather than a necessity. As one fund 
manager said: “We don’t do it on all [our 
buildings], to be honest. We do bear in 
mind who the ultimate buyers might be, 
and if it’s an asset, or a market where we 
think it’s more likely to be a local buyer 
than an international buyer, we would be 
less inclined to spend what is frequently 
quite a lot more money just to get a LEED 
Gold [certification]. Because anyway, a lot 
of the stuff, annoyingly, that you have to do 
to get a LEED Gold just makes no sense 
at all—spending, say, half a million extra 
on really sophisticated ventilation systems 
when the building windows can open.”

Perhaps in recognition of the sometimes-
exclusive nature of the ESG club, there is 
now a shift towards greater collaboration 
among owners of buildings located in 
the same area to pursue ESG upgrades 
as a group exercise. According to an 
industry consultant in Hong Kong, “There 
is a serious discussion now going on 
across the private sector about how to 
come together and do something on a 
neighbourhood basis. So different owners 
are talking within a neighbourhood about 
what should happen, and discussions are 
going on with city planners and leaders 
about the need for public and private 
sectors to work together on outcomes. 
Several clients I’m involved with envisage 
taking the lead and running pilots to 
demonstrate the value of what they believe 
in, and then taking it to the government 
and suggesting it be done on a bigger 
scale.”

Because requirements of ESG mandates 
vary from one limited partner (LP) to 
another, no single standard exists to 
use as a yardstick. In general, though, 
according to one investor who handles 
ESG matters for a large family of 
investment funds, GRESB is becoming 
popular because “it allows [LPs] to 
evaluate us easily. Generally, a lot of 
institutional investors want to make sure 
that what you have in your other funds 
has good GRESB scores; and if you do, 
it gives them confidence that they don’t 
have to necessarily read through all of 
our details and make a close analysis 
of every issue, because that would be a 
lot of work for them.” Probably about 80 

percent of LPs with ESG mandates fall into 
this category, though a minority will have 
stricter compliance requirements.

While GRESB is arguably the de facto 
yardstick of ESG compliance, a newer 
(and more exacting) standard relating 
to climate change is now appearing. 
CDP (formerly known as the Carbon 
Disclosure Project) is a standard relating 
to companies’ net-zero-carbon strategies. 
According to the same ESG investor, 
“Historically, we would get general 
questions from investors about our climate 
change programme, but it’s starting to 
get a bit more detailed, so my prediction 
is that next year and the year after, the 
net-zero-carbon type of questions will be 
more fast and furious and you’ll have to 
have some kind of long-term programme 
to reduce carbon, whether it’s net zero 
or something else. The net-zero-carbon 
goal of 2050 that everyone is now talking 
about—how do you fit in that area? Are 
you committed to that?”

In practical terms, meeting CDP 
requirements involves creating a pathway 
to show how a building will get to net-
zero carbon emissions. This will usually 
involve, as a starting point, ensuring that 
the building skin and internal equipment 
are energy efficient. After that, “you have 
to do two things: periodic deep retrofits to 
give you real energy savings by upgrading 
major systems in your buildings. And then, 
over a 10- or 15-year period, you’re going 
to have to start getting into changing out 
facades, changing out HVAC [heating, 
ventilation, and air conditioning] systems, 
and putting in super-efficient equipment.”

Owners will also probably have to invest 
in renewable energy resources, either on 
site if the building structure allows it, or 
by tapping off-site resources that feed 
into the building. Finally, the last 10 or 
20 percent of savings will probably be 
realised by buying carbon offsets.

There is still no clarity as to whether 
meeting CDP’s rigorous net-zero-carbon 
standards will become mainstream, but 
given the expense involved, “I think it will 
be driven by whether regulators start to 
require it. Most countries have signed 

the Paris Agreement, under which many 
have committed to achieve zero carbon 
emissions by 2050, and if governments 
start to factor those commitments into 
regulations, then yes, net zero will become 
very real. But if governments are not 
mandating it—and there will be a lot of 
people who say it’s all too hard—then 
people will start to fall away. So, it has 
to be a combination of government 
regulations and the market driving this to 
keep it on track.”

In the meantime, the lower threshold set 
by ESG investors continues to be the 
benchmark. While lack of standardisation 
in ESG reporting and assessments has 
long been problematic, a new benchmark 
recently created by the European Union 
(known as the “Taxonomy Regulation”) 
was introduced in 2020. It sets out to 
define what criteria buildings must feature 
to qualify as “green” for the purposes of 
assets purchased by European investment 
funds. Since funds in Europe tend to be at 
the vanguard of ESG investing, it is likely to 
become increasingly influential in the Asia 
Pacific and elsewhere.



Source: Real Capital Analytics.
Note: Tier 1 cities comprise Beijing, Shanghai, Shenzhen, and Guangzhou.
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China: Key Themes

China’s economy has seen a remarkable 
rebound following its successful 
containment of the coronavirus, with 
gross domestic product (GDP) growth 
registering 4.9 percent in the third quarter 
of 2020, according to official figures. Policy 
easing measures introduced to offset 
the impact of the pandemic have now 
been withdrawn, as rising leverage and 
a nationwide homebuying rush pushed 
up average residential prices 4.6 percent 
year-on-year in September.

A similar story applies in terms of 
investment. While the dollar value of deals 
was down some 25 percent in the first 
nine months of 2020, the drop in other 
Asia Pacific markets has been steeper. 
Deal count, meanwhile, has consistently 
tracked above last year’s figures, 
according to RCA.

Although the strength of the domestic 
economy means there is little prospect of 
traditional bank-driven distress in China, 
there is still the prospect of pressured 
sales caused by the government’s ongoing 
macro-economic reform initiatives. As one 
foreign fund manager observed, “It’s not 
true distress, but a reflection of the fact 
that we’re seeing less bank financing and 
less availability of new opportunities, and 
as a result developers are turning back to 
their balance sheets looking to sell assets.”

A Shanghai-based developer also noted 
the opportunity for large developers 
to profit: “The epidemic and the 
implementation of new [government] 
policies have accelerated the 
marginalisation of small- and medium-
sized [developers], so I believe there will be 
many opportunities for distressed assets 
next year.”

Ongoing trade tensions between 
China and the United States have 
raised concerns in some quarters that 
international investors might shy away 
from China deals. In reality, however, 

there seems to have been little change 
in foreign investor sentiment. There is a 
variety of reasons for this, ranging from 
the need for institutional funds to diversify 
portfolios, to the appeal of strong ongoing 
growth in domestic demand, to the fact 
that the Chinese economy is one of few 
major markets that continues to function 
normally, allowing investors with boots on 
the ground to continue business.

According to one interviewee, “Some of 
the U.S. funds are more cautious, but 
what we see is that local investors have 
taken advantage of the inability of offshore 
funds to do due diligence, so most of 
the trade has been domestic, and if you 
track what’s happening you find that [the 
big domestic players] have been buying 
assets they would probably have had to 
compete with the international market for, 
and probably would not have won the 
day. Some have local teams that have 

managed to stay active, but most foreign 
investors I talk to are frustrated they 
cannot get into China to crank up their 
portfolios.”

Prospects differ by asset class. While 
some interviewees pointed to logistics and 
data centres in China as areas suffering 
ongoing structural undersupply, the 
fundamentals of more traditional plays 
such as office and retail are less obvious.

Following a surge of new building stock, 
vacancy rates in CBD offices in Beijing, 
Shanghai, and Shenzhen stood at 17.7 
percent, 20.4 percent, and 20.1 percent 
respectively at the end of September 
2020, according to CBRE. However, while 
rents have fallen, capital values remain 
surprisingly strong, with cap rates hovering 
between 3.5 and 4.5 percent in the 
Shanghai CBD, according to one locally 
based fund manager.



“We need to bite the bullet 
and accept we can’t sell these 
assets at levels they’ve been 
valued at in the past. You’re 
going to say, ‘O.K., it’s now 
worth 25 percent less, but 
what can I do to recover 10 
percent of that?”
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“Pricing has remained relatively stable,” 
he said, “but transactions taking place 
over the next six to 12 months will reflect 
the fact that there is a reason for that 
transaction to take place, so it will be hard 
to extrapolate a long-term trend because 
all of them will be situationally dependent. 
But beyond that, we expect to see pretty 
strong and steady pricing as economic 
fundamentals improve.”

The retail sector, meanwhile, has evolved 
rapidly in China. With online sales 

representing a higher proportion (about 
24 percent) than in any major economy in 
the world, the threat to brick-and-mortar 
outlets might appear existential. Once 
again, though, on-the-ground experience 
has proved otherwise. Over the last few 
years, conventional retail malls have 
rapidly diversified along omnichannel 
and experiential lines. Asset values, 
meanwhile, have remained buoyant post-
COVID, especially given the rebound in 
consumer sales.

As one investor said: “The one thing China 
has going for it is that integration with 
the online experience has already been 
well underway from a retail operations 
perspective—retailers have seamlessly 
merged their online to offline activities and 
found ways to draw online consumers 
into bricks-and-mortar locations to spend 
more, creating experiences that cannot 
be replicated online. It’s one of the things 
that ensure that the retail market outlook 
here in China will be vastly different than in 
some other places around the world.”

Adaptability Now Key

While investors are spending a lot of time 
thinking about how assets will change 
from a value perspective, there is also a 
growing realisation—once again in the 
context of the pandemic as a catalyst—
that the functional characteristics of 
buildings will have to change, too. This is 
because buildings that do not move with 
the rapidly changing times (be it in terms 
of ESG compliance, health and wellness, 
or cost-effectiveness) will ultimately lose 
market value.

According to a consultant advising 
developers about future uses, “I think a 
lot of our buildings are no longer fit for our 
new purposes. In time, you’re probably 
going to have to gut and then convert 
them to general-purpose space, with all 
kinds of uses springing up within a single 
envelope. We’ve been very strict in our 
thinking historically about saying, ‘This is 
residential, this is office, this is retail,’ and 
we tend to build our buildings in slices or 
slabs of category. But I think we are going 
to be looking at a more mixed model in 
terms of uses going forward; every space 
will be designed with a general-purpose 
concept in mind so it can be used as 
office, retail, or even residential.”

For a start, this will mean a reassessment 
of planning regimes to address the current 
prescriptive approach that dictates how 

space must be used from a design 
perspective. In addition, the desire for 
more flexible use of space within the 
envelope—allowing parts of the building 
potentially to be dismantled, recalibrated, 
or moved to other locations—implies 
greater use of prefabrication. As a result, 
“in addition to this general-purpose 
concept of use within the envelope, more 
thought is being given to the life you 
ascribe to a building, including potentially 
the idea of shifting more value to land, 
and asking whether we have prescribed 
too much value to the building on it in the 
past.”

While this approach remains for now 
conceptual, owners may be encouraged 
to be more proactive once they are 
overtaken by events. As a result, in the 
words of one interviewee, “I think the 
catalyst will be the realisation that life 
has changed from a value perspective. 
Values are little changed so far, but 
come December my sense is that any 
responsible major property company is 
going to say, ‘Come on, it will be painful, 
but we need to bite the bullet and accept 
we can’t sell these assets at levels they’ve 
been valued at in the past,’ at which point 
it’s more likely they will be more willing to 
repurpose. You’re going to say, ‘O.K., it’s 
now worth 25 percent less, but what can I 
do to recover 10 percent of that?’”
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Master Planning Lags

Assuming that the pandemic serves to 
jump-start a new approach to building 
design and construction, the same should 
logically also apply to the process of 
master planning.

To date, though, there is little sign of Asia 
Pacific governments moving to embrace 
the concept of overarching reform to 
planning guidelines other than through 
short-term social-distancing or health-
protection measures. According to one 
regionally focused planner, “Cities across 
Europe and North America have taken 
2020 as an opportunity for change, 
particularly in [terms of] transport and 
taking streets back from cars, but in 
Asia [they] have done nothing of the sort. 
Maybe the conclusion is that COVID 
isn’t changing anything in places such 
as China, Hong Kong, Vietnam, and 
Singapore, simply because they have 
contained it, and therefore why change?”

That said, recent years have seen 
incremental changes in the way the built 
environment is used in the Asia Pacific that 
may, again, provide a framework within 
which the pandemic could act as catalyst. 
Singapore’s recent Land Transport Master 
Plan 2040, for example, is based on 
the premise of shaping the city and its 
transport systems to achieve 20-minute 
towns within a 45-minute city, providing 
residents with access to a comprehensive 
mix of daily-need uses within local 
catchment areas. 

The same concept is being pursued in 
Australia. According to one locally based 
planner, the state government of Victoria 
recently announced a push to establish 
similar 20-minute neighbourhoods. “It’s 
not really enshrined in policy or regulation 
yet,” said the planner, “but there’s certainly 
a lot of noise, and I think COVID will now 
provide more ammunition to governments 
who want to try to bed this down in 
order to deal with the climate issues and 
resource management and everything 
that existed before. Never let a good crisis 
go to waste—they are going to use this to 
satisfy a bunch of things that have been 
building for decades.”

Apart from that, many cities in Asia had 
already embarked, pre-COVID, on a 
process of decentralisation, with business 
occupiers moving at least some functions 
out of CBDs and into secondary business 
districts. While the idea that the post-
COVID work-from-home trend would 
drive demand for these and other satellite 
business districts proved a polarising topic 
among interviewees, it seems likely that 
growth of secondary hubs will continue, 
if only because business occupiers are 
increasingly cost conscious.

Another catalyst likely to drive this trend 
will be growing uptake in Asia Pacific 
regions of the types of business clusters 
now commonly found in large urban 
centres in the West, usually focused on 
technology companies.

To a certain extent, this shift towards 
cluster-based decentralisation has 
already taken root in the Asia Pacific, in 
particular in cities such as Shenzhen and 
Bangalore, and more recently in Beijing. 
But as local tech industries continue to 
expand, the shift towards industry clusters 
is likely to expand with them. As one 
analyst observed: “In the past 10 years, 
demand [for space] has been driven by 
financial and tech companies. In the 
future, while those will still be important, 
I feel we are going to see more distinct 
life science clusters forming. And life 
science is not going to be CBD-based. 
Even tech isn’t going to be CBD anymore, 
it will decentralise, too. Once these new 
clusters are making profits, we will see 
more service industries moving to where 
the money is—that’s the direction over the 
next 10 years.”
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A final factor that encourages the 
breakdown of traditional land use 
methodology in favour of either satellite-
based clusters or multiple city cores is that 
many cities around the Asia Pacific have 
become too big to commute. As a result, 
workers who are needed to staff what 
are often well-designed new city-centre 
business districts in cities such as Manila 
and Jakarta face two- to three-hour each-
way commutes.

The response to this problem is coming 
from the private sector, which increasingly 
is looking to establish facilities nearer to 
where workers live. The Philippines is a 
good example of this, with moves afoot 
to establish new satellite cities, such as 
Clark, on the periphery of Manila, as a way 
to relieve the demographic stress.

In the words of one Manila-based planner, 
“I don’t think it’s a suburban model; it’s 
going to be polycentric because of the 
densities and numbers of people we’re 
talking about—a small cluster outside 
the main city of Manila is still 300,000 
to 500,000 people, bigger than some 
downtowns in Australia/New Zealand. 
So, what we’re talking about is multiple 
cores instead of trying to drive everyone 
unsustainably to a single core once you 
reach 5 or 10 million people in a city. 
It’s a recognition that there is a human 
dimension to the ideal density. And it’s 
because of our unchanging physical size 
over eons of evolution that walkability 
defines that bubble.”





“We are forecasting declines through 2021 and, if I’m honest, 2022—after 
that it’s a crystal ball, but the short answer is it’s going to get worse before 
it gets better.”
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Beginning in 2018, the Emerging 
Trends survey results reflected a shift in 
preference among Asia Pacific investors 
away from high-growth emerging 
market destinations in favour of regional 
gateways. This flight-to-safety theme 
emerged as investors hedged their bets 
in anticipation of an upcoming cyclical 
peak. With markets now on the brink of a 
correction, that theme remains in place. 
Our 2021 Investment Prospect rankings 
are dominated by large, defensive markets 
with stable long-term outlooks: five of last 
year’s top six cities feature again in 2021’s 
top six.

While the continuation of a safety-
first dynamic is hardly surprising in an 
economic context likely to involve deep 
and possibly prolonged recessions around 
the globe, it is noteworthy that average 
investment prospect scores earned by 
the 22 Asia Pacific cities included in our 
survey did not differ materially from those 
in last year’s report. As in the 2020 edition, 
therefore, the scores of eight cities register 
as “generally good,” one as “generally 
poor,” and the rest as “fair.” The only real 
difference in overall sentiment is that most 
of the last eight cities in the table—located 
mainly in emerging-market economies—
have significantly lower scores than the 
equivalent group from last year.

These relatively high scores may be 
difficult to explain in occupational terms 
for assets likely to deliver lower rents and 
values. However, they probably result from 
a combination of factors:

The effectiveness of regionwide 
containment measures means that 
economic downturns are expected to 
be less severe than they might be.

The distress likely to emerge as 
economies slow should provide more 
profitable investment opportunities, 
even as existing portfolios decline in 
value.

A wave of asset repurposing due 
to the accelerated rate of secular 
change noted in the previous chapter 
will create large numbers and new 
types of investment opportunities—a 
phenomenon not seen for five years or 
more.

Topping the rankings once again is 
Singapore. On the face of it, in terms of 
its size, liquidity, and economic maturity, 
Singapore does not fit easily alongside 
Tokyo, Sydney, or Melbourne, which 
are generally regarded as the more 
established Asia Pacific gateways. But 
despite weakening rents and a full pipeline 
of supply for the next two years, Singapore 
offers qualities the others do not.



Exhibit 2-2  Historical Investment Prospect Rankings

Source: Emerging Trends in Real Estate Asia Pacific 2021 survey.
Note: – = no data.
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First, it has cultivated a reputation for 
neutrality—the “Switzerland of Asia,” as 
one interviewee put it—that promises 
safe harbour in an increasingly hostile 
global environment. This has attracted a 
steady stream of investors and corporate 
occupiers. High-profile newcomers include 
major Chinese tech companies setting 
up regional headquarters (i.e., outside 
China). These companies may choose to 
list in Hong Kong but operate from offices 
in Southeast Asia, where they expect a 
majority of their new users to be located.

Less noticeable are various Chinese 
pension funds and insurance companies 
now actively scouting the local market with 
mandates “to buy good assets anywhere 
they see them,” as one local investor 
said. “They don’t care so much about the 
price, and softness in supply and demand 
doesn’t matter—to them, quality assets 
here are cheap.”

Otherwise, Singapore is hoping to receive 
more investment from global financial 
services and asset management firms that 
may opt to avoid current uncertainties in 
Hong Kong.

One city that rose steeply in this year’s 
investment prospects rankings (to 
number 4) is Seoul. Like Japan and 
China, South Korea enjoys the benefit of 
a deep domestic economy that allows 
assets to be bought or built with a view to 
serving domestic, rather than international 
demand, thereby reducing exposure to 
outwardly facing geopolitical risk. The 
strength of that approach is reflected in 
Seoul’s resilient fundamentals, with third 
quarter 2020 data showing strong leasing 
activity and rising rents. In addition, 
investment volumes rose a remarkable 
71 percent year-on-year to a record 
quarterly high as domestic institutional 
buyers redirected capital earmarked for 
foreign purchasing back to homegrown 
assets. The sheer volume of institutional 
investment capital available in South Korea 
suggests there will always be a backstop 
to pricing in South Korean markets.

Although investors often see South Korea 
as a destination for core capital, it has 
long provided opportunities for value-add 
investors because the existence of various 
dislocations in the market means that 
the right types of assets are not always 
available where they are needed.

Meanwhile, an historic shortage of logistics 
facilities has made Seoul a fruitful source 
of deals for foreign investors, although that 
window may be closing. According to one 
foreign fund manager active in the city: 
“We’ve done a couple logistics deals there, 
but it’s hard to get scale because there’s 
a lot of stuff that’s been built—anyway we 
don’t think it’s affordable because the land 
is too expensive.”

Other notable trends in the survey 
rankings include the declining popularity 
of Indian cities. With the local industry 
subject to an ongoing solvency crisis 
that has choked off financing options for 
domestic developers, there is likely to be 
significant consolidation before the smoke 
has cleared. Other emerging markets 
such as Jakarta and the Philippines 
that featured near the top of the table 
not so many years ago have since been 
relegated to the bottom, dragged down by 
Southeast Asia’s reputation as a high-risk 
play in times of global retrenchment.
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Hong Kong, meanwhile, remains rooted 
to the bottom of the table (although with 
a higher score than last year’s 3.93) 
following two dismal years of social unrest 
and a COVID-induced recession. However, 
while foreign investors now consider 
Hong Kong a risky bet due to its sky-high 
property prices and globally focused 
economy, the view among local landlords 
and investors has recently turned more 
positive.

There are a number of reasons for this. In 
terms of business prospects, an expected 
surge in local stock listings due to a 
more stringent regulatory environment 
for Chinese companies in US capital 
markets should go some way to redress 
the economic malaise. In addition, there 
is a growing sense that additional support 
may be provided from both Mainland 
government and investor sources. In 
particular, buyers across the border may 
again be drawn to Hong Kong assets 
given increasingly difficult investment 
environments in the West.

Finally, while various parts of the local 
economy continue to suffer, the pain 
is not universal. According to one local 
developer, “You have to segment out 
different sectors in Hong Kong. As a 
hospitality and retail centre, there is 
certainly big pressure because tourism 
has fallen off a cliff. But as a commercial 
centre, I’m still optimistic. We have the 
highest office rents in the world, and 
they’re holding, they haven’t collapsed. 
Probably they’re off 10 to 15 percent from 
what was a very high base. We also now 
seem to have an equilibrium domestically. 
And then the market in China seems to be 
back to business as usual—I know sales 
in our own shopping centres in China are 
booming, so I’m more positive than I’ve 
been in a long time.”

In our Development Prospects rankings, 
lower scores all round reflect a more 
difficult environment for developers 
due to questionable demand during a 
regionwide recession. There are bright 
spots, however. Ho Chi Minh City is once 
again the sole emerging-market city in the 
top half of the table. Its prospects have 

Cross-Border Investment 
Dries Up

Regional deal flow has plunged in 
2020, a casualty of ongoing travel bans 
and a standoff between buyers and 
sellers over asset pricing. In the third 
quarter, according to RCA, cross-border 
investment registered a steep 15.7 percent 
quarter-on-quarter decline, and was down 
23.4 percent year-on-year. One result of 
wilting sales is that record amounts of 
dry powder held by Asia Pacific–focused 
closed-end funds have piled up on the 

been boosted by apparently successful 
efforts to contain the pandemic, together 
with a rapidly growing economy that will 
only grow faster as supply chains seek 
new options outside China as a safeguard 
against escalating trade tensions.

sidelines. The surplus amounted to about 
US$51 billion as of the second quarter 
of 2020, according to CBRE, and has 
probably increased since then.

Much of this capital was directed to Japan 
(especially by U.S. funds), while China has 
also enjoyed significant inflows from both 
the United States and Singapore. Although 
high sales by foreign funds in China have 
turned cross-border flows negative on a 
net basis, strong purchasing activity by 
international capital is ample evidence that 
trade tensions are not slowing inbound 
real estate investment. China’s robust 
economy—combined with increased 
demand for alternative finance resulting 
from a regulatory squeeze on domestic 
bank lending—has boosted opportunities 
for foreign buyers.

Flows to Australia have been limited due 
to border closures, although interest from 
international investors remains strong, with 
the possible exception of Chinese buyers 
(who spent 80 percent less year-on-year 
in the third quarter). Some local players 
suggested Chinese investors may not have 
the same enthusiasm for Australian assets 
as before.

Transactions originating from outside the 
Asia Pacific have so far held up better 
than cross-border deals from within the 
region, with the former down 12.5 percent, 
compared with 34 percent for the latter.

That divergence may not hold up over 
time, though, with some investors 
suggesting that certain types of Asian 
institutional capital that historically would 
have found their way to markets in the 
West may now be more likely to stay in 
the region. According to one Hong Kong–
based fund manager: “We’re seeing a lot 
more interest by Asian LPs in Asia. I think 
part of it pre-COVID was the view that 
developed markets were expensive. Now, 
I think they are concerned about pricing—
it’s going to be a big buying opportunity [in 
the West], but when? Then they are also 
saying, ‘Hmm, the West doesn’t seem to 
be handling the pandemic very well, so 
we will wait and see.’ But they still have to 
deploy capital, so generally Asia is faring 
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better. They understand it because it’s 
close to home, and while they can’t do 
things like fly to New York and London, 
they can meet local teams here and do 
deals with people they know.”

At the same time, the theme of portfolio 
diversification that has driven Western 
capital to the Asia Pacific over the last 
five years or so may slacken in a post-
COVID world. According to an Asia-based 
manager at a global private-equity fund, 
“Over the last 12 months, there’s been 
probably a divergence in terms of level of 
interest in Asia [among global investors] to 
more of a wait-and-see attitude. Because 
for a North American investor there’s an 
element of risk aversion when things go 
south, and people just tend to just pull 
in their horns. Then you can add to that 
the amount of economic dislocation you 
now see in U.S. markets—there’s going to 
be some really interesting opportunities 
emerging in the U.S. over the next six to 
12 months, so probably a majority of our 
investors are now doing less in the Asia 
Pacific region than before.”

Singapore remained the largest exporter 
of capital, with both government and 
REITs active. Outbound flows from South 

Korea, however, have plunged, registering 
just US$1.38 billion in September 2020, 
compared with US$11.7 billion 12 months 
before.

Chinese companies, meanwhile, are 
still exporting very little capital, at least 
officially, and continue also to liquidate 
international investments made in previous 
years, especially in the United States.



Sources: DWS, Bloomberg. Base reference rates are obtained from Bloomberg.
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Banks Still Lending

In Australia, China, and Hong Kong, some 
banks have become more circumspect 
about fronting money for real estate 
transactions. By and large, however, 
finance is still freely available, even if banks 
have clear preferences for lending to some 
sectors (logistics) instead of others (retail, 
hotels) and are offering lower rates of 
leverage (a ceiling of around 60 percent). 
Otherwise, banks remain well capitalised 
and have kept interest rates low with the 
assistance of base rate cuts.

In Japan—the poster child for the Asia 
Pacific’s super-low bank lending rates—
nonrecourse lending for non-Japanese 
borrowers is available for less than 100 
basis points, much the same as last year. 
Survey responses indicate an expectation 
that debt across the Asia Pacific will 
remain freely available, although lending 
for development projects is likely to 
tighten.

According to one Singaporean fund 
manager: “Banks have increased spreads, 
but it’s counterbalanced by lower base 
rates, so overall financing costs have come 
down. For core, income-yielding assets, 
there’s pretty much no issue, but there’s 
certainly more caution for anything that 
is a bit more value-add or development 
oriented.”

In some cases, lending rules have actually 
eased. In Hong Kong, for example, 
authorities relaxed the leverage ceiling 
for commercial real estate loans to 50 
percent from the previous 40 percent, 
hoping to ease pressure on local markets. 
According to one local fund manager: “I’m 
sure the banks have strict underwriting 
criteria, but we’re still getting offers for new 
deals and the pricing is reasonable, they 
haven’t jacked up the margins. But they’ve 
been through this before with SARS and 
the global financial crisis, and generally 
leverage isn’t excessive in Hong Kong 
anyway. So, on the whole, I’m not hearing 
of any defaults. I think some people will 
have seen their equity take a hit, but on 
the whole the banks are still onside.”

At the same time, with transaction 
volumes in the doldrums, the line outside 
lenders’ doors is not very long. According 
to an analyst in Australia, the federal 
government made an unwritten agreement 
with the banking sector to “not put the 
boot in” on real estate borrowers and to 
keep the lending wheels in motion until 
there was more clarity on the outlook. As a 
result, “banks hit the pause button. Some 
deals are being done, some developers 
are getting finance, and some nonbanks 
are doing loans, but again, in a world 
where activity generally is down about 
30 to 50 percent from last year, a A$150 

million deal sounds like a lot, but in the 
overall scheme of things and a A$280 
billion [bank sector] book, it’s miniscule.”

Another point made by the analyst 
was that the willingness of the banking 
sector—not just in Australia, but also 
globally—to work with regulators in order 
to mitigate the economic impact of the 
crisis is something you “can never un-
know,” and will likely change the shape, 
if not the function, of the banking sector 
in future: “It’s going to be interesting to 
see how that relationship goes forward in 
terms of working together in partnership 
to continue to create credit for the 
economy—but it promises to be very 
different to pre-COVID, when it was much 
more combative and us-and-them.”

Of course, there is an element of self-
preservation in banks opting not to 
enforce large numbers of loans that 
borrowers are currently unable to 
repay. But the implication is that this 
episode may convince lenders that a 
more cooperative approach may result 
in outcomes that are both socially and 
commercially beneficial.



Source: Emerging Trends in Real Estate Asia Pacific 2021 survey.
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Debt Funds Still in the Cold

As the credit environment deteriorates, 
growing demand for higher-risk capital 
should logically increase demand for 
nonbank debt. Indeed, survey results 
indicate an expectation of increased 
lending by debt funds. Several 
interviewees also suggested that their 
funds were actively considering debt 
offerings, either in distress situations or as 
bridging loans where banks are willing to 
offer sufficient leverage to close a deal.

In practice, however, debt funds in the 
Asia Pacific have not gained the same 
traction seen in Western markets. There 
are various problems, according to a 
regional debt specialist. The first is that 
the demand for highly leveraged deals, 
which were much sought after before the 
global financial crisis, no longer exists: 
“As a result of quantitative easing, there 
is so much money in the system from 
an equity perspective that you just don’t 
want 80 percent leverage. And even if you 

could get it, because you’re borrowing 
off someone who looks like you and also 
has a pot of cash they want to put to 
work, why wouldn’t you just use your own 
money instead? So, the opportunity to 
be a debt fund and to earn comparative 
returns to your equity buddies becomes 
quite difficult.”

Another problem stems from the fact 
that the Asia Pacific—unlike the United 
States and the European Union—has 
so many different lending environments, 
monetary policies, and banking systems. 
“If you’re a nonbank fund coming in to 
do a really big pan-Asian fund, you have 
to have some serious backers in order 
to have—and offset—China exposure, 
Singapore exposure, and Australia 
exposure,” said the analyst. “Aside from 
that, from a regulatory point of view, 
lending into three different jurisdictions is 
incredibly problematic, particularly when 
the regulators in those markets would 
probably prefer to see some form of 

protection for the local bank market, or 
to regulate banks, rather than nonbanks.”

That still leaves scope for debt funds to 
provide bridging finance. Again, however, 
the costs involved means that appetite 
has been low. “That may change if 
there’s consolidation,” said the analyst, 
“because M&A [merger and acquisition] 
typically throws up a lot more bridging 
opportunities and gets you across the 
line.”

One reason M&A deals may occur is in 
the event of distress—a scenario that 
may yet create demand for debt at the 
prices that funds want to charge. In India, 
for example, which so far has been the 
only significant market for distress in the 
Asia Pacific, some foreign funds have 
established locally based teams with this 
in mind, seeking opportunities to provide 
debt to residential projects left stranded 
by a meltdown in the local nonbank 
finance sector.
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According to a Delhi-based consultant: 
“They are looking only at mid-market 
residential assets. And because no project 
today in India has enough juice to sustain a 
distress-debt return for a three-year period, 
the money these guys are bringing in can 
only look at the last-mile funding situation, 
or no more than a 12-month construction 
completion cycle, and then maybe another 
six to 12 months for the final sell-out and 
exit.” On that basis, senior-secured loans 
are providing lenders with 23 to 24 percent 
IRRs.

Another way to tap Indian distressed 
assets is via the portfolios of hard-pressed 
local housing finance companies, many 
of which are either insolvent or no longer 
functioning as going concerns after 
defaults by local developers. Tens of 
billions of dollars’ worth of loans are now 
available to be securitised, with investors 
buying portfolios at a discount, and 
receiving repayments and interest on a 
last-in, first-out basis.
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No Roadshows, No 
Fundraising

Most interviewees suggested that raising 
capital for new funds currently is difficult, if 
not impossible, because travel restrictions 
are preventing investors from holding 
roadshows aimed at selling products 
to LPs. In Australia, for example, where 
foreign investors are particularly prominent 
and where the predominance of open-end 
funds means investors will usually want 
to inspect assets held in funds’ portfolios, 
“unlisted funds—which represent a fair bit 
of institutional ownership in Australia—
won’t be active, because obviously if you 
can’t go and do a capital raise, it makes 
it hard to buy anything unless you have 
a heap of dry powder on your balance 
sheet. And because it’s really going 
to be the unlisted funds and the REITs 
participating until the offshore investors 
come back in the market, the capital 
markets are going to stay pretty thin.”

Nonetheless, data from Preqin show 
that some US$11.6 billion in capital was 
raised by Asia Pacific–focused closed-end 
funds in the first half of 2020, an amount 
comparable to 2019 and 2018 figures. Of 
this, US$6.7 billion involved funds raised 
solely for logistics assets, most of which is 
targeted at China.

This suggests that capital raising may 
yet pick up, despite the difficulties with 
roadshows. According to one regional 
brokerage analyst: “There’s a feeling that 
maybe the problem is short term and that 
actually [COVID] will drive investors back 
into funds because, again, they can’t travel 
and they may also not have a capability 
on the ground. And that’s because the 
opportunity is now, in the next 18 months, 
so you want to be putting money with 
people who can be taking advantage of 
that. Which means the big fund managers 
will just continue to grow, that single-
sector, single-country funds will be a bit 
tough, and that first-time fund managers 
will be extremely tough. But certainly, the 
big guys will get more money on the basis 
that they’ll be able to allocate it quickly into 
what are going to be attractive markets.”
 
According to a manager at an 
opportunistic fund in the process of 
raising capital: “There are some things 

Investors Turn to Public 
Markets

With so much dry powder available, and 
with so many fund managers unable 
to travel to scope out potential deals, 
pressure is growing for investors to find 
other channels in which to deploy capital. 
The public markets are an obvious 
alternative, even for investors with no 
mandate to buy listed assets. During 
the stock market crash of March 2020, 

about COVID that have made capital 
raising difficult, but I think people are 
going to managers they know well and 
trust, and doing bigger tickets. So, if 
we look at our fund composition-wise, 
we’ll have a smaller number of investors 
than we originally would anticipate in a 
traditional fund raise, but we will end up 
with higher concentration. And the other 
thing we’re seeing is massive amounts 
of co-investments and SMAs [separately 
managed accounts], in ratios of 2, 3, 
4-to-1 stuff. People are saying, ‘We’ll back 
the fund, but here’s another 400 [million] 
bucks in co-invest sidecar and SMAs.’ So 
that piece of our business—and I’m not 
surprised at that—is also accelerating as 
a result of COVID.”

Another factor helping to boost the 
amount of capital pointed towards real 
estate assets is that, with base rates set to 
remain low for an extended period, returns 
from fixed-income products are also going 
to remain vanishingly low, forcing investors 
into alternative asset classes as they seek 
out yield.

As one interviewee said: “It was already 
happening previously. Everyone was 
trying to increase their allocations and this 
will now give them greater motivation to 
do so. But at the same time, there’s the 
denominator effect—people are guided 
by asset allocators and they’ll be putting 
only a certain amount into real estate. And 
maybe that amount has now gone up, 
but at the same time they don’t want real 
estate, from a diversification perspective, 
to be too big a part of their portfolio. So, if 
their equities portfolio has gone down, that 
will be an issue.”

some investment funds bought shares in 
prominent listed real estate companies 
whose share prices had been hammered. 
And while markets in the United States 
have since returned to their previous highs 
due to a tidal wave of quantitative easing, 
opportunities to buy mispriced equities on 
a selective basis remain.

According to one interviewee, “If [asset] 
valuations haven’t been written down, why 
buy physical assets? There are some good 
REITs now with huge discounts. You could 
even potentially try to take over some of 
those with weaker sponsors, in particular 
in Japan, where there are lots of weaker 
REITs. I could slowly build my holdings at 
discounted prices; then, when the market 
is back to normal, take them private.”

Buying either REITs or listed developers 
will require a hard look at valuations 
and forward revenues, but there are 
some huge divergences between net 
asset values (NAVs) for different types of 
REITs. “If you look at the NAVs, you can 
see logistics is trading at a 50 percent 
premium, which is ridiculous. And if you 
look at hotels, they are trading at a 60 
percent discount. Retail is about the 
same, and office REITs are trading below 
NAV, too. So, I think there is value there 
because they are liquid. I do feel that 
NAVs are pretty much [elevated] as in the 
private market, but valuations probably 
won’t make a huge move because so 
many REITs are sponsored by bigger 
corporates.”

In Japan, according to a Tokyo-based 
fund manager: “If I had some passive 
money, I’d be buying office REITs of [the 
big Japanese developers] because those 
guys were trading at big discounts to 
NAV and there’s no way the office market 
has dropped to the level they’re trading 
[at]. They’ve come back lately, but they’re 
still way down. Part of it is that they are 
going to lose some tenants, but because 
you’ve got a lot of foreign ownership with 
those large-cap REITs, they’re looking at 
it differently—they [i.e., foreign owners] 
started to dump them when office markets 
around the world started to take heat over 
COVID, so that stuff came off.”
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Green bond
markets

Issuers Amount issued
(US$ billion)

Change 2018–19
(amount)

Region

Europe 307.425 269

North America 190.42 167

Asia Pacific 183.618 345

Supranatural 79.4– 11

Latin America 12.911 47

Africa 2.75 16

74%

46%

29%

9%

216%

485%

Issuers No. of Deals Amount issued
(US$ billion)

Change 2018–19
(amount)

Country

United States 51.3105 1,128

China 31.379 99

France 30.119 54

Germany 18.7– 25

Netherlands 15.115 17

Sweden 10.340 106

44%

1%

113%

144%

105%

66%

Japan 7.247 66 73%

Canada 7.014 17 63%

Italy 6.810 11 128%

Spain 6.511 17 3%

Top 10 total 184.3352 1,540 49%

Top 10 % 71.269.6% 85.5% -0.9%

Exhibit 2-9  Green Bond Issuance by Region as of Year-End 2019

Exhibit 2-10  Green Bond Top 10 Issuer Domiciles as of Year-End 2019
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Green Bonds and 
“Greenwashing”

As increasing numbers of institutional 
investors look to issue both loans and 
bonds for financing “green” projects, the 
volume of such green capital in circulation 
has made it an increasingly mainstream 
option. In 2019, Asia Pacific markets 
issued some US$183.6 billion worth of 
green bonds (i.e., to all industries, not 
just real estate), up 29 percent on the 
year, according to analysts Climate Bond 
Initiative. While that places the region third 
behind Europe and North America, it was 
comfortably largest when measured by 
number of bond issues, with China and 
Japan responsible for the lion’s share of 
the market.

The impact of the pandemic has meant 
that the volume of green bond issuance 
in the region during the first half of 2020 
dropped to well under half 2019 full-year 
levels (i.e., US$12 billion, compared with 
US$64 billion, respectively), largely due 
to the emergence of Chinese “pandemic” 
bonds in their place. However, there are 
still positive signs pointing to growing 
demand for green debt.

Meanwhile, there has been increasing 
discussion in the industry around the 
perennial green finance issue of whether 
projects raising capital are really green 
or are just “greenwashing,” or “badging” 
them, enabling undeserving projects 
to obtain money at preferential rates 
or terms. Verification systems have 
historically come up short, but the launch 
of two major initiatives in 2020 should help 
define the standards used to measure the 
extent to which projects have contributed 
to climate change mitigation or other 
environmentally worthy objectives.

The first is the E.U. Taxonomy, and the 
second is the People’s Bank of China’s 
[PBOC] revised “Green Bonds Endorsed 
Projects Catalogue” [PBOC Catalogue]. 
Because these two documents between 
them apply to markets that account for 
an estimated 34.7 percent of cumulative 
greenhouse gas emissions, they provide 
a critical mass of regulatory heft that 
will allow other governments to fall in 

line along similar lines (especially with 
the Taxonomy). This should provide a 
measure of standardisation to how green 
credentials are assessed.

Specifically, the E.U. Taxonomy and its 
subsidiary rules, which will come into 
effect in 2021, establish an updated list 
of sustainability criteria for 70 different 
economic activities, as well as “Do No 
Significant Harm” thresholds relating to 
each of six environmental objectives set by 
the European Union:

•  Climate change mitigation
•  Climate change adaptation
•  Water and marine resources
•  Circular economy
•  Pollution prevention and control
•  Biodiversity and ecosystems.

In addition, the taxonomy requires 
borrowers to disclose the environmental 
performance of activities in which they 
invest, providing a framework for investors 
to assess the environmental impact of 
their holdings, potentially broken down by 
activity type.
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China’s PBOC Catalogue, meanwhile, 
applies to green bonds only. It updates 
an earlier catalogue dating from 2015 
by tightening eligibility requirements to 
deny “green” status to some projects 
with questionable green attributes that 
has been allowed under the old rules. 
In addition, the new catalogue (which is 
still in draft form) takes significant steps 
to harmonise the Chinese regime with 
global standards, as well as with domestic 
standards that sometimes differed when 
defining the same subject matter. It also 
has a broader mandate than the E.U. 
Taxonomy (which focuses mainly on 
climate change), dealing also with resource 
efficiency/conservation and environmental 
improvement.

While different cross-jurisdictional 
approaches in defining what is green 
will continue to challenge the evolution 
of green finance, there is now real 
momentum in the alignment of standards 
on a global basis.

Meanwhile, the ever-increasing volume of 
green financing available on the market 
today is driving developers to adopt 
green features in order to obtain finance 
that would not otherwise be available to 
them. In China, for instance, developers 
must navigate a regulatory framework in 
which liquidity is managed by regulators 
tightening or loosening bank lending to 
the industry. With developers now subject 
to a liquidity squeeze, “we do see more 
developers coming out with green bonds 
and financing, targeting in particular 
international investors,” said an executive 
at one local developer.

Another domestic developer, who issued 
an overseas green bond in mid-2020, 
said that pricing costs were 15 to 20 
percent lower than for a conventional 
bond, although the main benefit is that the 
financing is available at all, rather than the 
interest payable.

So far, only a handful of green bonds have 
been issued by Chinese developers. The 
potential, however, is enormous, especially 
in view of the volume of green bonds 
issued in China by other industries, notably 

for pollution-mitigation projects. “I’ve seen 
maybe four or five [real estate–related] 
green bonds or sustainable bonds, all 
issued this year,” continued the executive. 
“But all the developers I know are now 
working on preparing their frameworks 
and getting second-party opinions from 
agencies, so next year there will be more 
of them. At the same time, the investor 
base is growing, which should help drive 
financing costs down.”





Exhibit 3-1  Prospects for Commercial Property Types in 2021

Source: Emerging Trends in Real Estate Asia Pacific 2021 survey.
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“Space in the future will have to fall into the category of ‘general purpose’, 
which	means	it	offers	ultimate	flexibility	in	what	you	do	in	them	and	how	
you use them.”

Chapter 3: Property Type Outlook 

If COVID-19 has brought with it a wave of 
change in terms of the dynamics of real 
estate investment, its long-term impact 
in a more practical sense on the way 
buildings will be used and how different 
sectors of the real estate world evolve, will 
be no less profound.

As pointed out in chapter 1, many, if not 
most, of those changes were already 
in progress before COVID-19 arrived, 
and have now been accelerated, often 
exponentially, by virus-induced changes in 
behaviour. In that narrow sense, therefore, 
the impact of the pandemic has actually 
been positive. As one investor said: “We 
are in an industry that does things the 
old way, so when we were locked down 
everything stopped. Today, though, we 
have accelerated things that previously 
might have taken five years.”

To the extent that investors cannot yet 
project what changes are going to occur, 
or how fast the new-normal world will 
deliver them, the result has been to slow 
the flow of capital into assets until there 
is more clarity on likely outcomes. In the 
office sector, for example, one reason why 
Asia Pacific investment transactions are 
down so much (apart from a reluctance to 
lower prices) is a lack of consensus as to 
how much CBD space will be needed in 
a world of competing influences—social 
distancing requirements, the work-from-
home trend, economic retrenchment, and 
the need for tenants to cut costs, among 
others.

The same applies in principle to the retail 
and hospitality industries, although there 
is also a sense in those sectors that the 
need for change is often so pressing that 
owners are taking action sooner rather 
than later.
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Exhibit 3-3  Selected Asia Pacific Office Transaction Yields

Source: Real Capital Analytics.
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Office

For most investors, office has been the 
go-to asset class for many years, and 
our 2021 survey responses (exhibit 3-2) 
confirm it remains so today, albeit at 
reduced levels of popularity and expected 
profitability.

As noted earlier, during the final quarter 
of 2020, the big debate about the office 
sector is the extent to which occupier 
demand may fall in a post-COVID world. 
Certainly, in a handful of Asia Pacific 
cities where the impact of COVID-19 is 
currently minimal, there has been little sign 
of slowing demand. Taipei is one market 
where leasing activity remains solid. 
Chinese cities are also recording strong 
demand, although vacancy rates there 
have continued to rise in 2020 due to an 
overall surplus of supply

But with anecdotal evidence from 
interviews suggesting that many office 
tenants across the region are planning 
to reduce space requirements once their 
existing leases expire, any significant 
decline in tenant demand would create 
a double-whammy for landlords already 
watching vacant space and uncollected 
rents tick up.

In Singapore, for instance, an executive 
for a large design-oriented company 
said: “What we’ve done is vacate a whole 
floor—we just don’t need the space, 
because with people working from home, 
we’ve adjusted the way we are structuring 
teams, the way we are bringing people 
back to work, and how we function 
generally. So our office is becoming a very 
different place, and I know a lot of other 
groups are doing the same. We all have 
leases that come due next year, and a lot 
of that space will be given back.”

Japan, meanwhile, has a cultural 
bias towards collective working and 
office hierarchies that might suggest a 
reluctance to embrace a significant shift to 
working from home. As one foreign fund 
manager said: “Having lived and worked 
in Japan for well over 30 years, there is 

certainly a cultural aspect of working 
within a group, and the ways that big 
Japanese corporates manage themselves 
and manage their teams, which I think 
tends to default to having everybody work 
in the office most days.”

In practice, however, remote working in 
Japan has quickly taken root, with many 
companies apparently planning to adopt 
it as a permanent strategy, at least partly 
as a cost-cutting measure. According 
to one locally based fund manager: “I 
had a conversation with [a major bank] a 
couple of weeks ago, and in their opinion, 
across the board in the service sector, 
approximately 20 percent of the workforce 
will be working from home almost 100 
percent of the time. Large companies will 
transfer that 20 percent—whether it be 
human resources, accounting, general 
affairs, or whatnot—into a different shell 
company, turning them into contract 
employees. The tendency will be that a lot 

of service companies may select a portion 
of their employee force and have them 
work from home.”

Whether this represents a long-term trend 
that will survive the release of an effective 
vaccine, or just a knee-jerk reaction 
among senior managers who, pre-
COVID, were for the most part opposed 
to remote working, is unknowable. As 
one interviewee said: “Our company is an 
example of being an absolute nonadopter 
of any kind of work-at-home or flexible 
working arrangement despite my nagging 
on about it for years. And now suddenly 
you’ve got a complete U-turn and our 
chairman wants 80 percent of people 
working at home all the time.”
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Source: Emerging Trends in Real Estate Asia Pacific 2021 survey.

Source: Emerging Trends in Real Estate Asia Pacific 2021 survey.
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Divided Opinions

In general, the weight of sentiment among 
interviewees in the Asia Pacific tended to 
be less in favour of a long-term work-from-
home trend than seems to be the case in 
the West. Survey responses (exhibit 3-4) 
suggest that the main reasons for this 
include a lack of opportunity to socialise 
with colleagues, as well as the small sizes 
of Asian homes, to which can probably 
be added that improved containment of 
the virus has allowed most CBD offices to 
remain operational, thereby deterring an 
exodus of residents from core city areas. 
With few exceptions, the ghost-town feel 
of New York City and San Francisco is not 
a factor in the Asia Pacific.

At the same time, however, interviewee 
opinions about workplace solutions were 
quite polarised. In particular, those with 
backgrounds in design or technology 
were more likely to favour remote working, 
while those with financially oriented or 
development backgrounds often preferred 
to maintain work-from-office regimes, 
apart perhaps for a day or so per week.

The impact of all these drivers of office 
demand is hard to game. Currently, most 
employers appear to be leaning towards 
a net reduction of daily in-office staff, 
which would naturally result in reduced 
demand for space. At the same time, 
counterbalancing factors, including social 
distancing requirements, are going to 
militate towards lower staff densities, 
whose impact will be to increase demand 
for space. Which of these competing 
influences comes out on top remains to 
be seen.
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Hot-Desking Out, Open Space In

On a global basis, the growing popularity 
of open floor plan layouts in recent years 
has seen workplace footprints shrink, 
as individual offices were eliminated and 
staff congregated in collaborative groups. 
Nowhere was this moreso than in the 
Asia Pacific. According to CBRE, average 
workplace density in the region currently 
amounts to about 80 square feet per 
desk, and sometimes as low as 50 square 
feet. This compares to an equivalent 
of 100 to 150 square feet in the United 
States and Europe and implies—for health 
care purposes alone—a trend towards 
decreasing office density going forward.

Office use and layout are poised to change 
in other ways, too. According to one Hong 
Kong–based fund manager: “The whole 
concept of everything being open seating 
and hot-desking that has been trendy for 
the last couple of years will have to be 
reexamined from a health and wellness 
perspective. If you assume currently that 
half of your people are out and about 
dealing with clients and therefore don’t 
need a full-time office and can share 
working space going forward, who knows 
if that will be valid?”

In future, video calls may become the 
norm for more types of face-to-face 
meetings, especially after so many 
interviewees found them more efficient 
than the old-school alternative. With more 
employees working from offices, tenant 
demand for space will increase.

Hot-desking, too, may become a thing of 
the past. As the fund manager continued: 
“Does it make sense for everyone, every 
day, to jockey for a desk, with cross-
contamination and everything else? 
My personal opinion is that it’ll go back 
towards the older style, where it may still 
be open-plan but everyone will have their 
own space. And the amount of floor space 
they’re going to need is probably going to 
increase because people won’t be packed 
in so tightly. So, the office question has a 
lot of variables floating around it, none of 
which make me think there will be a crash. 
I think actually it will be a transformative 
change happening in how we fit out office 
buildings and how people use space.”

Flex Here to Stay

Part of the calculus as to how much 
space new-normal occupiers will need 
involves a verdict on the use of flexible 
workspace. Coworking operators have 
been the biggest single adopters of vacant 
office space globally in recent years, 
but the sector has become a magnet 
for controversy over the sustainability of 
its business model, and problems have 
been compounded in 2020 as users opt 
to avoid their crowded open workspaces. 
Currently, not only have they halted 
expansion plans, they are actively handing 
back space.

However, although the impact of 
COVID-19 on demand for flexible 
workspace has been profoundly negative, 
the current lack of clarity among occupiers 
over a slew of issues, ranging from how 
socially distanced offices should be, to 
how often employees will work from home, 
to how staffing demands may change, 

That means, of course, that changes will 
apply not only to individual offices, but 
also to entire buildings. Landlords are 
therefore modernising by installing health 
and wellness features such as touchless 
technology and access controls, anti-viral 
surface coatings, and (especially) building 
air-conditioning systems. The latter tends 
to be an expensive upgrade depending 
on the type of existing system, but will 
become increasingly important once 
industry groups like ASHRAE [American 
Society of Heating, Refrigerating and Air-
Conditioning Engineers] begin upgrading 
building standards specifications.

As one interviewee said: “Modern 
buildings that can adapt to customer 
needs with tech and touchless are going 
to win—older properties are going to 
become obsolete, and employees won’t 
want to work there.”
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Exhibit 3-7  How Important Currently Is Flexible Workspace for 
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Source: Emerging Trends in Real Estate Asia Pacific 2021 survey.
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amounts to a new driver for flex space 
demand that will boost its prospects over 
at least the medium term.

The consensus, therefore, is that flexible 
space will continue to serve an important 
role—subject, however, to a couple of 
caveats. First, companies will prefer 
to rent serviced offices rather than the 
classic open-plan coworking space. 
According to one Manila-based landlord, 
should vacancies start to rise, “we’re 
going to start cutting up spaces and offer 
them as flex serviced offices where, say, 
1,000 square metres will be split into ten 
100-square-metre floor plates. Because I 
think it’s only a matter of time, especially 
for the big office users, to say, ‘I’m not 
going to need this much space, but I still 
need half, so will you allow me to refurb 
half of my available space and turn it into 
smaller 20-seater offices with walls and 
workspaces?’ Because those types of 
space are still doing well, but the [open 
plan] style is not.”

Second, more landlords are now opting 
to open their own flex facilities rather 
than simply lease space to a coworking 
operator. While many landlords still prefer 
not to get involved in the complexities of 

designing, fitting out, and operating this 
type of business, there is an increasing 
willingness, especially among bigger 
players, to strike out alone or to adopt a 
hybrid profit-sharing model.

As one Shanghai-based fund manager 
put it: “I think that we will naturally evolve 
towards more of a hotel-like working 

relationship between serviced-office 
operators and landlords, where the 
economics and the risk/reward will be 
more equitably balanced between those 
two parties. And it will come down to the 
quality of operations and the experience 
and amenities that the landlord wants to 
provide to the tenant.”

A Decentralised Future

Another crosscurrent likely to affect 
future demand for CBD offices relates to 
affordability. With many occupiers now 
less profitable than before, there will 
be increased focus on cutting costs by 
moving to cheaper locations. According to 
a Hong Kong–based industry consultant: 
“What they seem to be looking at is not 
if they should come back [i.e., to their 
offices], but where they should come 
back. I’m doing a lot of contingency 
planning at the moment for clients, and 
there’s a great focus on cost—what 
COVID has done is to give people the 
opportunity to step back and ask if they 
really need to be located in Central [CBD].” 

A further factor motivating tenants to 
look outside CBDs is the need to cater to 
staff who are now more likely to spend at 
least some of their time working remotely. 
As one interviewee said, “I think the 
dynamics have changed a bit, from being 
very employer centric to being a bit more 
employee centric in terms of how they pick 
offices—so, at least on a satellite basis, 
they will be relocated to where people 
live.” Employers able to offer locations 
convenient to their staff are likely to be 
more successful in recruiting new talent.

Whether driven by more employees 
working out of office, or by more 
companies seeking cheaper space 
outside the CBD, any large-scale shift 

to decentralised workplaces will result 
in increased demand for satellite office 
space, or, beyond that, the evolution of 
greater numbers of secondary CBDs. 
The implementation promises to be 
tricky, however, because hub-and-spoke 
solutions will prove unworkable if they 
require employees to travel into the city 
centre and then back out again to get to 
newly established facilities.

Location will therefore be key, with 
excellent transport links, reasonable 
proximity to the CBD, large residential 
catchment areas, affordable rents, and 
good local retailing options being the 
most important attributes. Not many 
decentralised locations can tick all those 
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Logistics

Of all the main asset classes across the 
Asia Pacific, logistics will probably be the 
only one to come out of the pandemic 
stronger than when it went in. Regional 
logistics transaction volumes in the 
first nine months of 2020 were up 15 
percent year-on-year, according to RCA, 
compared with declines of 38 percent in 
the office sector and 53 percent in retail. 
Moreover, in the first half of the year, 
investment funds raised almost US$7 
billion in new capital for deployment in Asia 
Pacific logistics projects, more than half 
the total for all asset classes combined—a 
testament to enduring appetite for 
warehousing assets.

Demand across the region for logistics 
facilities was already strong pre-
COVID due to longstanding structural 

undersupply and a number of cyclical 
and secular drivers, including in particular 
growth in e-commerce transactions. In 
yet another example of COVID-19 acting 
as a catalyst for preexisting processes, 
Asia Pacific e-commerce growth that was 
already faster than that in either the United 
States or Europe was given an extra push 
as a result of pandemic social distancing 
restrictions.

Another factor adding to demand for 
logistics facilities is that the COVID-19 
pandemic has exposed the shortcomings 
of modern “just-in-time” supply chains. 
Originally conceived as a way to minimise 
the number of components held in global 
manufacturer inventories, the just-in-
time mantra was found wanting when 
components factories and their distribution 
networks shut down during the pandemic, 
leading to knock-on slowdowns in entire 
industries across the world. The back-
pedalling now evident by manufacturers 
to ensure access to larger stockpiles of 
components, as well as better product-
distribution capabilities, has served at 
least—for the short term—to further 
increase demand for logistics services.

China remains by far the biggest market 
for new logistics construction given its 
huge and rapidly expanding market, 
together with an acute shortage of up-to-
date facilities—currently, just 5 percent 
of warehousing stock in China can be 
described as modern, according to JLL.

A Crowded Field

However, despite undeniably strong 
fundamentals and a market at no 
imminent risk of oversupply, logistics 
assets may not be the sure bet they 
appear. One problem is their very 
popularity, with almost every interviewee 
identifying it as a favourite asset class 
and survey respondents granting it by far 
the highest investment prospect rating of 
its peers (exhibit 3-1). As one Singapore-
based investor said: “It’s going to be a 
crowded field, and at some point it’s going 
to push prices up to where it doesn’t 

make sense anymore. We’re not there 
yet, but it could come pretty soon—every 
logistics deal we are looking at is going at 
higher pricing than it was a year ago.”

And, according to a fund manager in 
Australia: “The challenge for me comes 
with actually being able to get your money 
invested, because it is by far the smallest 
of the three major sectors of office/retail/
industrial; I think it still accounts for only 
around 10 to 12 percent of the investable 
universe. Also, I struggle with cap rates 
being so low—just 4.5 percent for a 
logistics shed. Historically, what’s always 
happened in Australia is that after the initial 
lease term and the fixed-rental uplifts that 
sit in the lease structures, it’s cheaper for 
tenants to just go out and get a new shed 
built in 10 years’ time and pay a lower rent. 
And I can’t see that changing any time 
soon.”

Another potential problem is that, while 
land can be difficult to secure depending 
on the market, and tenants tend to favour 
operators with whom they have existing 
relationships, the facilities themselves are 
not generally difficult to build or operate. 
Barriers to entry are therefore not as high, 
for example, as they are for data centres. 
In their favour, warehouses tend to offer 
long leases, another sought-after attribute 
in a post-COVID market. By the same 
token, though, rental growth is usually low, 
and (unlike office or retail assets) they offer 
little potential to refurbish or reposition.

That said, not all markets are seeing 
cap rates compress to levels found in 
Japan (where yields have dipped below 4 
percent) or Australia. In India, for instance, 
regulatory reform jump-started the birth 
of a modern logistics industry only a few 
years ago, so logistics supply remains 
especially tight. And while market risk 
is high, development IRRs of 16 to 17 
percent, combined with cap rates in the 
area of 9 to 9.5 percent, provide healthy 
margins.

boxes, although some, such as Sydney’s 
Parramatta, Shanghai’s Hongqiao, 
Manila’s Clark, New Delhi’s Noida, Taipei’s 
Nangang, and a number of distributed 
noncore locations in Singapore, are 
emerging.

Even in the absence of such large-scale 
decentralised locations, which may take 
years to evolve, one quick-and-easy way 
to cater to work-from-homers is again to 
rely on flex space. Coworking operators 
may therefore opt to adapt strategies that 
until now have targeted prime downtown 
locations in order to open smaller-scale 
facilities in noncore districts where large 
numbers of CBD commuters are living.

A fund manager in Tokyo spoke of looking 
to capitalise on such a trend by recruiting 
more coworking companies as tenants 
in his fund’s buildings: “Personally, I think 
we’re becoming a little more aggressive 
about doing leasing for creative-office, 
temporary-office tenants, because we see 
them doing well within this context. And 
now my wife has been able to return to 
Japan from the U.S., I can certainly see 
the need for someone to have a place to 
take office calls not in their living room.”
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Exhibit 3-8  How COVID-19 Affects Decisions to Relocate Capacity 
out of China
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China Plus One

Demand for logistics infrastructure in 
Southeast Asia’s emerging markets 
took off in 2020. This was partly due 
to domestic economic growth and the 
pandemic-related online retail theme, 
but also a consequence of more 
manufacturers moving production facilities 
away from China as a safeguard against 
worsening global trade tensions and 
supply chain vulnerabilities. In a recent poll 
by investment bank UBS of executives at 
450 U.S. firms with production capacity 
in China, 44 percent said that COVID-19 
increased their intention to relocate.

In an example of how supply chain 
vulnerability is helping drive this trend, 
one developer in the Philippines 
described how Chinese factories 
traditionally supplied about 90 percent 
of glass installed in Manila’s commercial 
buildings. When those factories closed 
in early 2020 because of the COVID-19 
lockdown, there were significant delays in 
local construction activities. As a result, 
Philippines suppliers began diversifying 
supply sources in an effort to minimise 
risk: “The big companies are diversifying 
supply chains so they can assure me 

that when the building is finished they’re 
not going to turn around and say, ‘Hey, 
your elevators are here with us [in another 
country].’ Now, whenever we award a big 
contract, we’re asking where it’s coming 
from. And if it’s coming from China and 
then, for this other building, it’s also 
coming from China, then I’d request 
you get it from Thailand or Taiwan or 
somewhere else.”

This does not imply an overall exodus of 
manufacturers from the Mainland—“It’s 
a China plus, not a China minus,” as one 
logistics specialist put it—but in absolute 
terms there are so many factories in 
China that even a tiny percentage of total 
capacity is still a huge number in 
an emerging-market context.

Cold Storage—a Hot Market

Another pandemic-related effect is a 
huge surge in online grocery shopping, as 
consumers either elect or are compelled to 
social-distance. Demand for cold-storage 
warehousing—which requires complex 
mechanical infrastructure to ensure 
constant temperature and humidity—has 
therefore risen sharply.

Analysts Forrester projects compound 
annual growth rate (CAGR) for cold-
storage demand in the Asia Pacific of 
30 percent through 2024, with online 
penetration doubling from 5.1 percent in 
2020 to 10.6 percent by 2024.

Cold-storage uses are not restricted to 
food; they also include pharmaceutical 
products, with a potentially huge market 
for storage of pandemic vaccines 
expected to roll out in 2021.

As with other types of logistics 
infrastructure, the Asia Pacific region has 
deep structural shortages of modern 
cold-storage assets. In order to create 
similar volumes of per-capita capacity as 
the United States, for example, operators 
would have to build some 411 million cubic 
metres of new space, according to CBRE 
estimates—almost doubling the amount of 
existing stock.

As with data centres, the complexities 
of cold-storage warehousing mean that 
investors tend to create partnerships with 
operating specialists that are rolled into 
the assets themselves. Not only does 
this instill a degree of confidence among 
tenants, it also increases asset values 
when sold.

One trend beginning to emerge in this 
area is conventional warehouse space 
combining with cold-storage space. This 
has become possible due to the growth in 
online grocery sales creating demand for 
more and larger cold-storage facilities than 
existing assets can provide, especially in 
markets such as China and South Korea, 
according to one investor active in this 
field.

Due to a shortage of facilities in the Asia 
Pacific region, cold storage trades as an 
asset class at a premium of as much as 
300 to 350 basis points to conventional 
logistics facilities.
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Vietnam is seen as one of the most 
attractive options. Apart from the 
strength of its domestic economy, it has a 
regulatory regime relatively open to foreign 
logistics companies, with 100 percent 
wholly foreign-owned entities allowed in 
warehousing projects. In addition, it has 
made significant progress in facilitating the 
creation of a green domestic supply chain, 
with new legislation allowing warehouses 
to set up both rooftop solar and off-site 
direct power purchasing. With many 
multinational companies now looking to 
partner with companies that can show 
a strong track record on environmental 
issues, Vietnam’s measures have proved a 
smart way to tempt foreign manufacturers 
to the country.

At the same time, markets across the 
region are seeing growing competition for 
land, with the big Chinese e-commerce 
companies now also creating land banks 
for their own facilities. “Land is limited 
across all of Southeast Asia, but it’s in 
the immature markets where land is the 
biggest challenge,” said one investor. 

“I think there’s going to be a real tussle 
between occupiers to get land for 
warehousing.”

Indonesia is another market popular 
among investors, as are Cambodia, 
Thailand, and Malaysia. All are significantly 
less sophisticated than Vietnam, however. 
According to one local logistics investor: 
“Looking at the emerging markets, 
Indonesia is big and everyone gets 
excited, but it’s really hard. India is another 
big market, and it’s also really hard, but it’s 
leaps and bounds ahead of Indonesia. The 
thing people forget about Indonesia is that 
it’s really just Jakarta, so demand is much 
lower. Whereas in India or China, you have 
dozens of big or medium-sized cities, 
which can all be very good markets.”

Another problem with Indonesia, 
according to a different investor, is that 
it has very concentrated ownership of 
suitable land: “There’s about 10 families 
that own everything,” he said, “so it’s 
difficult to get anything off them at a good 
price.”

A Build-to-Core Play

While demand for logistics properties 
among investors is booming, acquiring 
completed assets can be difficult 
because most buyers prefer to hold for 
the long term. For this reason, logistics 
has become a build-to-core play, with 
investors assuming development risk 
with the goal of selling finished product to 
core funds. As one opportunistic investor 
commented: “If you’d asked me two years 
ago if we’d be doing logistics in China, I’d 
have said no way—too much capital has 
been raised, and pricing doesn’t work 
for us on a risk-adjusted basis. But what 
we’ve seen is that there’s so much core 
capital raised in these big platforms that 
they’re happy for inorganic acquisition 
opportunities. Suddenly we’re seeing 
these opportunities coming because 
there are fewer people wanting to take 
development risk, but there’s a lot of 
people that want to buy core.”



24%

17%

16%

9%

9%

8%

6%

4%

4%

2%

2%

2%

1%

0 5 10 15 20 25% 27.5%22.5%17.5%12.5%7.5%2.5%

Vietnam

Malaysia

Philippines

Thailand

Indonesia

India

Singapore

New Zealand

Japan

Australia

South Korea

Taiwan

China

Exhibit 3-9  E-Commerce Share of Total Retail in the Asia Pacific 2020

Source: Statista 2020.

Emerging Trends in Real Estate® Asia Pacific 2021   43

Retail

As in the West, spending at conventional 
retail facilities across the Asia Pacific has 
been losing ground to online retailers for 
years. Indeed, the shift from offline to 
online has occurred so quickly that some 
62.6 percent of all global online sales in 
2020 is expected to take place in the Asia 
Pacific, according to eMarketer.

Unsurprisingly, therefore, the impact of 
the pandemic has once again been to 
accelerate an already strong inclination 
to use online platforms, with analysts 
Forrester projecting an increase from 
US$1.5 trillion in online sales for 2019 to 
US$2.5 trillion by 2024. At a CAGR of 
11.3 percent, that’s more than double the 
rate of uptake in the rest of the world.

In the circumstances, the implications for 
regional brick-and-mortar stores might 
appear bleak. But while interviewees 
acknowledged that attrition in brick-and-
mortar facilities is likely, they were not 
necessarily negative about the prospects 
for retail generally, or at least only on a 
selective basis.

There are various reasons for this. First, 
while online retailer share continues to rise, 
overall consumer spending across the 
Asia Pacific is also growing at a rapid clip. 
Currently, the region accounts for about 
three quarters of global retail sales growth, 
according to a recent study by Bain & 
Company, meaning that conventional 
retail’s shrinking share applies to a rapidly 
expanding pie, allowing it to adapt as it 
adjusts to the shifting market.

Second, the impact varies significantly 
according to retail type. Luxury goods 
retailers, for instance, proved largely 
impervious to the downturn. In part, this 
is because luxury goods buyers tend to 
favour real-world shopping experiences, 
but it is also because travel lockdowns 
have produced a lot of bored rich people. 
According to one mall operator: “We found 
that the most high-end shopping malls 
that sold luxury goods have been among 
the best performers. Because consumers 
could no longer travel to overseas markets 
where they usually shopped, they ended 
up frequenting domestic high-end 
shopping malls instead.”

Serving Local Catchments

One result is that mall operators are now 
more focused on understanding what 
their customer base wants. In markets 
or neighbourhoods traditionally reliant 
on tourist spending, this translates to a 
greater focus on local catchments. Malls 
are reducing the number of branded 
stores, adopting more active and 
meaningful programming, and embracing 
shops that target local audiences.

In the words of a Hong Kong–based 
architect, “I think the focus now is more 
on frequency of visits—so, people coming 
in on a regular and ongoing basis, with 
an emphasis on safety procedures as 
part of the offering. The sense of localism 
is now really high.” According to a large 
Shanghai-based retail landlord, the 
internal travel ban in China imposed 
during the height of the local COVID-19 
outbreak led to a “pivot towards the local 
catchment and a focus on loyalty and 
sales promotions. We also did some 
remerchandising, bringing in very strong 
first-to-market flagships to get both local 
people and those from further away to 
visit. This has been positive—while footfall 
hasn’t increased, sales have.”

By distinguishing between market 
segments, investors end up looking 
at different retail assets with a very 
discriminating eye and judging each on 
its merits. As one investor said, in relation 
to suburban retail assets: “More people 
are now differentiating neighbourhood 
nondiscretionary, grocery-anchored retail 
as a completely separate asset class from 
other types of retail, and we are certainly 
seeing credit appetite for financing those 
assets that make that differentiation.”

There seems little doubt, however, that 
the impact of the recent surge by online 
platforms has finally shown shopping 
centre owners the writing on the wall, 
incentivising them to repurpose facilities 
and/or embrace operational change.
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Promotions, meanwhile, have become 
“less cynical” than in the past, with greater 
focus on creating a sense of place rather 
than serving as a pathway to extract tourist 
dollars. In the words of one interviewee: 
“Operationally, retail operators are now 
thinking more in terms of town centres 
than malls. They are still called malls, 
but there’s this idea that you’re an active 
curator, more like a town mayor, ensuring 
you get a diversity of audiences coming 
through on a far greater basis.”

With tourists unlikely to return soon (or at 
all, in some cases), such strategies serve 
a dual purpose. Not only do they shore 
up revenue, they also encourage the 
creation of facilities that serve the local 
community—something long forgotten in 
more internationally oriented cities such as 
Hong Kong.

Repurposing for Mixed Use

As malls lose parts of their traditional 
tenant base, vacant space is increasingly 
being taken up by a variety of new uses, 
leading to a more complex tenant mix. 
In part, this is once again an accelerated 
application of a preexisting trend towards 
experiential offerings that has seen mall-
based entertainment, as well as food and 
beverage (F&B) offerings, expand rapidly 
in recent years. Although these new 
categories have also been hard hit by the 
pandemic, they are expected to remain 
a focus for shopping centres once a 
semblance of normality is restored.

Beyond that, staples like music and F&B 
are not the only ways for malls to be 
experiential. Click-and-collect facilities 
are one option. Space for product trials 
is another. One investor in Chinese malls, 
which are established leaders in adapting 
to the growth of online competition, 
described how a successful retail centre 
in Shanghai had prioritised the creation of 
unique events that shoppers were unlikely 
to find elsewhere, including a cooperative 
venture with a popular local comedy 
theatre and the integration of small 
botanical gardens into their property.

Green features are seen as important. 
One Shanghai mall currently under 
construction is set to include, among 
other things, 4,000 square metres of 
multilevel outdoor green terraces featuring 
waterways, skywalks, and a waterfall; a 
5,500-square-metre sky dome; and a 
large Japanese-style aquarium. According 
to a China-based investor: “The design 
was brilliant in that aquariums would be 
impossible to retrofit into the property 
due to their electromechanical equipment 
and structural engineering requirements. 
It’s increasingly visible as a trend that 
more projects have anchored recreational 
or innovative experience in their early-
stage design to provide consumers with 
premium experience.”

An industry consultant, speaking of how 
even successful retail malls are now 
looking preemptively to upgrade their 
properties, said: “They obviously want to 
position themselves as not just reacting or 
responding, but also taking the initiative 
to do something new and different, so 
there’s a lot of interesting things going on 
to ensure that whatever is done is seen 
as exciting, and a positive response to 
what’s happening. So, a lot of new tech 
going in—the wow factor is certainly being 
sought by the client.”

This leads to the question of whether the 
current stock of retail space is sufficiently 
sophisticated to cater to the range of 
new uses. According to one designer: 
“Architects and retail operators and 
developers have always structured malls 
as if they’re a photographic moment, 
which is strange, because retail is always 
evolving. But the idea that adaptation 
will occur faster is now accepted—the 
mentality that they can make adjustments 
every 10 years is out the window.” Among 
other things, this means that designers 
are looking increasingly to use temporary 
flooring and lightweight steel systems that 
are easily demountable, allowing malls to 
physically adapt to changing demands.

New types of non-experiential occupiers, 
such as educational or medical services, 
are also increasingly common, especially 
in above-ground-floor spaces. According 
to one interviewee: “They normally don’t 
pull in a lot of rent, but since operators are 

Smaller Is Better

Another way in which the industry is 
evolving is that the historical trend 
favouring ever-larger shopping centre 
facilities seems now to have been replaced 
by a theme of greater numbers of smaller, 
geographically distributed facilities. 
In the past, such smaller centres (i.e., 
around 600,000 to 700,000 square feet 
of GFA) were considered uncompetitive. 
Today, “the view is that this is perfectly 
O.K. because we fine-tune each one 
closer to what the customers need on 
a location basis. The bigger they get, 
the more generic they are, and the 

not going to maximise rental yields anyway 
across large numbers of properties in 
the tenant mix, they are definitely a lot 
more open to remixing in order to capture 
that audience and a greater diversity of 
audiences.”

Establishing on-site fulfilment centres in 
malls is another potential use. While they 
remain largely hypothetical in downtown 
locations (not least because zoning 
rules often prohibit them), demand for 
last-mile fulfilment from omnichannel 
and online retail is a symbiotic fit that 
suits both underused suburban malls 
and overstretched logistics operators. 
In Australia, several such conversions 
are currently in the pipeline, and retailers 
across the region can be expected to 
embrace similar models, subject to solving 
sometimes-vexed relations with local 
residents who may object to increased 
traffic associated with these facilities.

Ultimately, no matter who takes up newly 
vacated space, the result is that many 
retail centres are being reinvented as true 
mixed-use facilities. According to one 
architect active in the field, “The fun part 
for me is that instead of, say, a quarter 
or less of a project being made up of 
specialty services or facilities, today some 
of them might end up having 40 percent. 
And the reason it’s beginning to make 
sense to some operators is that it seems 
you need more of what in the old days 
you’d call lifestyle centres, although today 
they are more like neighbourhood centres.”
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New Lease Structures

One byproduct of converting retail space 
in this way is that rents and values are 
inevitably affected—usually in a downward 
direction—because the brand-name 
stores that are disappearing pay higher 
rents than the new occupants replacing 
them. Fulfilment centres, in particular, 
pay significantly less rent than most retail 
tenants. This will mean, firstly, that owners 
of the affected properties will take a hit 
on valuations, and second, that the ways 
rents are calculated may be set to change. 

Residential

Compared with other asset classes, 
residential sectors across the Asia Pacific 
have remained surprisingly resilient to the 
impact of COVID-19, especially bearing 
in mind the extent to which economic 
downturns have affected consumer 
incomes and sentiment. Transaction 
volumes may be down across the board in 
most jurisdictions (again, China excepted), 
but pricing declines have generally been 
modest in Singapore and Hong Kong, 
given in particular how much prices have 
risen in recent years. The reason for 
this comes down to high savings rates, 
cultural affinity for home purchases, and 
longstanding undersupply of mid-range 
housing.

There are a few outliers to this rule. 
Australia’s reliance on international buyers 
is likely to create more softness in an 
already weak market as border controls 
prevent students and immigrants from 
entering the country, with prices likely to 
weaken again once government economic 
support programmes end in the early 
part of 2021. China, meanwhile, has the 
opposite problem, with home sales posted 
by leading developers up a remarkable 
31 percent year-on-year in August 2020, 
driven by government financial support 
being recycled into the market and the 
release of pent-up demand as positive 
sentiment returned.

In an environment of uncertainty, this 
reliably bullish consumer sentiment, 
together with an equally reliable long-
term mortgage repayment track record, 
earmarks the residential sector as a 
defensive asset class that investors are 
now targeting.

According to one large retail landlord: 
“A lot of the excess space will be 
repositioned into medical, or perhaps 
coworking space, or whatever. And/or the 
capacity could be capped on the basis 
that base rents are nonexistent and stores 
will have a turnover rent instead.”

Another large retail landlord in Hong Kong 
said: “I think both base rents and turnover 
rents are probably here to stay because 
they bring certainty for both landlords 
and occupiers. Whether the proportion of 
turnover may change for different trades 
[is possible]. But what we will see for 
sure is increased flexibility—more pop-up 
stores in some malls and more short-term 
tenancies. The typical tenancy in Hong 
Kong is three years, and this may change 
to six, 12, 18 months. It’s this sort of 
flexibility that allows things to be refreshed 
and new ideas to be tried.”

Also, as omnichannel strategies evolve, 
landlords will need to find a way to 
monetise services that are taking place 
at least partly online. As the landlord 
continued: “What will happen, and it was 
happening before, although COVID may 
accelerate it, is that stores will play a 
broader role. So, places are showrooming, 
allowing you to try products, or you can 
collect or return goods. In that case, how 
do you measure the actual business at 
that store? Some landlords are already 
addressing that with their retailers and 
are counting the inventory movement in 
that store as counting towards part of 
the inventory of the store, whether the 
purchase is online or physical. There will 
be a lot of that going on, though maybe on 
a case-by-case basis.”

Retailers are also looking at charging 
omnichannel rents that seek to capture 
a percentage of sales linked partly to the 
physical retail space (in terms of fulfilment) 
and partly to an online purchase. These 
are difficult to implement in densely 
populated cities because “the devil is in 
the detail” and defining catchment areas is 
fraught with difficulty. Models are evolving, 
however, and this is likely to be an area 
that becomes increasingly important as 
the merger between online and offline 
activities continues.

required personalisation becomes more 
difficult. So, this is an opportunity to take 
advantage of the fact that people want 
things that are personal to them, including 
the projects they go to.”

While operational retail space is almost 
certain to shrink, therefore, the addition of 
new uses means total per-project space 
is likely to rise, with retail representing a 
smaller percentage of a better-integrated 
overall project. As one industry consultant 
said, “I can see at least half a mall in the 
future being devoted to general-purpose 
space.”

This process is already underway in 
Australia, where landlords are starting 
to repurpose underperforming large-
format retail centres. An investor/owner of 
one such project who is currently in the 
process of adding 300,000 square metres 
of residential facilities, student housing, 
and health care uses to the project’s 
20-hectare footprint said that while he 
thought the prospects were good, the 
new strategy required some explaining 
to the fund’s LPs. “We’re going to have 
to take our clients on a bit of a journey,” 
he said. “Investors originally bought into 
a shopping centre fund, so we need to 
show them this is the future of retail. In 
many ways, it mitigates the risks you 
currently worry about, because obviously 
it diversifies cash flows away from just 
retail tenants. More importantly, though, 
none of the latent value sits in current 
asset valuations—I think it’s going to be 
a huge opportunity.”
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Funds Pivot to Multifamily

In particular, build-to-rent (also known as 
multifamily) assets are in demand. As an 
asset class, multifamily has been slow to 
gain traction in the Asia Pacific, with only 
Japan registering significant numbers 
of institutionally owned rental properties 
as a percentage of total housing stock. 
The problem has always been that 
residential yields in the region are so low 
that underwriting a decent return from a 
multifamily investment is difficult without 
using high amounts of leverage.

Attitudes have changed, however, for a 
number of reasons:

Rental housing is seen as more 
attractive in a recessionary 
environment where prospective 
homebuyers often cannot afford to 
make downpayments.

Government moves to create policy 
incentives in the form of tax breaks and 
planning concessions have increased 
potential returns. China introduced 
such initiatives several years ago, 
although they are often seen as loss 
leaders by developers who then rely 
on the government to make up the 
shortfall in other ways. Australia is also  
moving in that direction, and there are 
rumours of similar policy changes in 
Hong Kong, too. Still, in higher-priced 
markets, it will always be difficult for 
multifamily to make financial sense 
unless it is built for a middle-income 
demographic.

In a world where interest rates 
will probably be lower for longer, 
multifamily’s skinny yields don’t seem 
so bad after all. According to one 
consultant: “We seem to be coming 
around to an acceptance that yields 
are going to be much lower in future, 
and if we can do 4 to 4.5 percent net 
in multifamily, our investors seem to 
think it’s not bad. Very often, too, these 
residential rents can today be indexed, 
and you’re looking in many cases not 
just at a two-year let but five years or 
even longer. So, the characteristics are 
changing.”

The fact that institutional funds are 
now looking to buy multifamily assets 
makes it more likely that developers 
will build to suit because they have a 
ready-made exit.

More progressive asset management 
is now common. According to one 
interviewee: “Management and 
maintenance has always been the 
roadblock, but we seem now to have a 
new breed of managers who do things 
in a more efficient way.”

Does It Add Up?

The trending popularity of multifamily as 
a pandemic byproduct is not universally 
accepted, however. According to one fund 
manager: “Outside of Japan there’s no 
depth apart from China, and personally 
I don’t want to be a pioneer in cultural 
change. If you look at China, there’s 
already been a ton of bankruptcies in the 
co-living space and you could see that 
coming.”

The two problems identified by the fund 
manager were, firstly, that unless you 
buy subsidised land already designated 
for rental housing, the only way for the 
math to work is to reposition in an upward 
direction. “But then the rents are high, so 
it only works for expats as opposed to 
locals, and how deep is that market?” he 
said. The second problem is that investor 
expectations to eventually sell at a profit 
seem to conflict with government policy. 
“They’re selling this land cheap to build 
rental housing because they want it to 
be affordable,” he said. “So, the idea that 
you’re going in and raising rents to make 
your returns, ultimately, is an absolute 
conflict. And oh, by the way, you’re going 
to evict tenants when they’re not paying?”

Another investor currently managing 
a multifamily portfolio in Japan voiced 
similar scepticism about the market there, 
due mainly to cap rate compression that 
has squeezed yields to levels of around 
3.5 percent. “Part of the issue is that so 
many people want to go after multifamily 

that there’s just too much capital, and 
the sellers know it and so they’ve not had 
to adjust their pricing. What you need 
is to get rent growth to make it work. 
And to date there has been rent growth 
and people have got better margins, but 
it’s really a function of the market, not 
aggressive management.”

The presence of large institutional 
investors in Japan willing to pay premium 
prices for multifamily assets also makes for 
stiff competition.

Apart from multifamily, other residential 
markets mentioned in interviews included 
mid-range emerging-market projects in 
Vietnam and India, pitched carefully in 
terms of unit size and submarket and 
executed in partnership with brand-name 
local developers. Distress deals in India 
are also available, as discussed elsewhere 
in this report, involving debt rather than 
equity.

Finally, another option in India lies in huge 
government-driven low-income housing 
programmes that aim to create some 
11 million units of new accommodation 
across the country, mostly in tier-2 and 
tier-3 cities. The availability of government 
counterparties and numerous financial 
incentives creates opportunities for impact 
investing on a scale unprecedented in Asia 
or even globally.

According to a locally based consultant: 
“The government has come out with all 
kinds of support mechanisms, including 
government subsidies, single-window 
approvals, interest subsidies, capital 
subsidies, and stamp duty waivers, 
together with infrastructure status and 
priority sector lending status. And the best 
part is that the sale price is defined by the 
government. But so far the institutional 
investor community is not going out of its 
historic comfort zone in evaluating these 
opportunities.”
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Hotels

Together with retail, the hospitality sector 
has been the worst hit of all asset classes 
as a result of the current standstill in 
international tourism. Although United 
Nations data show a 72 percent reduction 
in Asia Pacific arrivals in the first six 
months of 2020, figures from individual 
markets reflect even steeper declines. 
Revenue per available room (RevPAR) 
for hotels across the Asia Pacific has 
therefore fallen precipitously in 2020 to 
levels that are financially unsustainable.

As a result, hotels have been among the 
first assets to appear on the market in 
the form of distress sales. According to 
a Hong Kong fund manager interviewed 
in early October, “I’ve had three separate 
guys come to me this week alone—and 
we’re only Tuesday—wanting to raise 
money to buy distressed hotels.”

While gloomy, however, hotel industry 
prospects are not hopeless. To start with, 
prospects can vary significantly by market. 
Japan, according to one local fund 
manager, has “a lot of hotels that probably 
didn’t make sense when they were built 
even in a good market. So I think that 
could be a place where there will be more 
activity going forward.”

Business at Chinese hotels, on the 
other hand, has picked up in line with 
a semi-normalised economy, while 
Singapore has also managed to maintain 
first-half occupancy rates as high as 75 
percent, according to CBRE, as a result 
of government quarantine and crisis 
management programmes.

The capacity of domestic tourism to soak 
up some of the losses should also not 
be dismissed, especially in markets that 
have relatively high numbers of well-off 
domestic tourists, like China and Japan. 
Investors in Taiwan also reported that 
domestic tourism has helped make up for 
the absence of foreign travellers.



13%

24%

53%

10%

Will travel at
pre-COVID level

Will travel slightly
less than pre-COVIDWill travel some,

but only for priority matters
(e.g., live deals/due diligence)

Not planning to travel,
will have virtual meetings only

Exhibit 3-12  What Are Your Business Travel Plans Once Regional Travel 
Restrictions Are Lifted?

Source: Emerging Trends in Real Estate Asia Pacific 2021 survey.
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Too Many Rooms

That said, with domestic sales unable 
to offer sufficient scale to soak up pre-
COVID levels of both international tourists 
and business travellers, the hotel sector 
is facing an overcapacity problem that will 
doubtless see large numbers of assets 
removed from the market.

Emerging-market resorts, therefore, which 
rely heavily on international travellers, or 
big corporate hotels offering convention 
spaces, will be more difficult to turn 
around. Even if a vaccine were to eliminate 
the virus tomorrow, regional tourism is 
unlikely to rebound to previous levels 
anytime soon, while business travel 
may well have changed forever, thereby 
eliminating at a stroke a large number 
of well-heeled customers who were 
previously happy to pay sticker price.

As with the retail sector, therefore, 
investors are looking at ways to repurpose 
failed hotel assets through either 
renovation or demolition. One investor in 
Japan, for example, suggested converting 
Tokyo city-centre hotels to data centres. 
“Some of these four-star, nice-scale, 
distressed hotels might be an interesting 
play,” he said. “You have to have guts to 
hold onto them, do it for a couple of years. 
But business hotels are done, they built 
too many of them.”

Another option is to convert to multifamily 
residential, for which former hotels 
have appeal because they offer en 
bloc assets with suitable in-building 
equipment in terms of plumbing and 
heating infrastructure. According to one 
consultant: “I have clients buying hotels 
already with that in mind—two- and three-
star types where they will gut them and 
turn them into co-living and coworking 
spaces.”

In Singapore, meanwhile, a fund manager 
said: “People are waiting for prices to 
come down. I think if you’re going to buy 
a hotel now and keep it as a hotel, you 
have to be thinking of domestic tourism. 
We’re currently looking at hotels to convert 
to either senior housing or to residential. 
And there’s a conversion play, but the 
prices still don’t add up. All these sellers 
are still trying to sell based on a hospitality 
revenue model that just doesn’t apply 
anymore. International tourism will have a 
new model, and we just don’t see [the old 
one] working.”
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providing leadership in the responsible use of land and creating 
and sustaining thriving communities worldwide.
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around the world.

Drawing on the work of its members, the Institute recognises and 
shares best practices in urban design and development for the 
benefit of communities around the globe.

More information is available at uli.org. Follow ULI on Twitter, 
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What are the expected best bets for investment and 
development in 2021? Based on personal interviews with 
and	surveys	from	391	of	the	most	influential	leaders	in	the	
real estate industry, this forecast will give you a heads-up 
on where to invest, which sectors and markets offer the best 
prospects, and trends in the capital markets that will affect 
real estate. A joint undertaking between PwC and the Urban 
Land Institute, this 15th edition of Emerging Trends Asia 
Pacific is the forecast you can count on for no-nonsense, 
expert insight.

ULI is the largest network of cross-disciplinary real estate and 
land use experts who lead the future of urban development 
and create thriving communities around the globe. Visit uli.
org/join	to	learn	more	about	member	benefits.	Become	part	of	
the ULI network where you can connect to other members via 
the	Member	Directory	(members.uli.org),	engage	in	member-
only	opportunities	via	Navigator	(navigator.uli.org),	and	access	
an expanding library of high-quality content via Knowledge 
Finder	(knowledge.uli.org),	including	all	the	Emerging Trends 
in Real Estate® reports published since 2003.

How COVID-19 has affected regional markets and 
asset classes.

Tells you what to expect and where the best 
opportunities are.

Elaborates on trends in the capital markets, including 
sources and flows of equity and debt capital.

Indicates which property sectors offer opportunities 
and which ones to avoid.

Reports on how the economy and concerns about 
credit issues are affecting real estate. 

Discusses which metropolitan areas offer the most 
and least potential.

Describes the impact of social and geopolitical trends 
on real estate.

Explains how geographical and sectoral preferences 
are changing.
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LET'S SHIFT FORWARD 

Looking back at all the instances in years
past that we have used the word “disruption”
to talk about cultural and consumer shifts, it
seems we may have been using it too
cavalierly when comparing those occasions
to 2020, which has truly been a year of
disruption. For nearly a year, consumers
have had to reckon with lockdowns, social
distancing, illness, loneliness, financial
hardship, job loss, political division, protests,
uncertainty, and so much more in the
cultural times of Covid-19. Their lives and
even their values have been irreversibly
altered as they reconsider what’s important
to them going forward after such a period
of upheaval. 

This meant that in 2020, marketers,
strategists, and innovators had to toss their 
rulebooks and rethink the way they do their

jobs because consumer behavior, indeed
human behavior, has radically changed. 
These are confusing times, but these 
are also times rife with opportunity for
reinvention when one reads the Signals 
of 2021. 

With this as a backdrop, it’s an exciting
moment to discuss shifts in consumer
behavior and attitudes, and it’s never been
more critical for brands to be aware of the
changing atmosphere in which they
operate. This report is a roadmap for brands
to begin to confidently navigate these
challenging times. It’s not a complete
picture of all the changes of this era as
many are still taking shape, and therefore
brands will need to employ ongoing
reflection and routine temperature checks.

//
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Atmosphere 
of 2020

Confusion
Reimagining

Coping
Activism
Division

Atmosphere 
of 2021
Perseverence
Rebuilding
Hopefulness
Progress
Unity

The analysis that follows is split into two
chapters: shifts that we’ve been tracking over
time that have gone from niche to mass and
shifts that have recently bubbled up that are
poised to take strong hold in the months and
years ahead. Each of these shifts will affect
multiple industries, impacting the way they do
business and how they must think about
consumers' wants and needs. Many present
challenges, but all open the door to new
prospects for brands that bravely adapt. 

In the pages that follow, you’ll find implications
and recommendations to inspire your brand’s
strategy and marketing efforts to help you
stay relevant and ahead of your competition
in 2021 and beyond.

Let’s do this!

Emily, Meredith & Melanie
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FROM MASS TO NICHE

1.  THE PURPOSE OF STORES EVOLVES AS CUSTOMERS
EMBRACE PICK-UP AND DELIVERY

//
2. THE NEW MAKER MOVEMENT CREATES

NEW BUY POINTS

5. THE FOCUS ON FITNESS MOVES
INTO THE HOME

4. INTRA-NATIONAL TOURISM GAINS
TRACTION WITH ROAD TRIPS

3. THE REINVENTION OF LIVE EXPERIENCES IS
VIRTUALLY JUST BEGINNING



//1. The Purpose Of Stores
Evolves As Consumers

Embrace Pick-Up & Delivery

Same-day home delivery, once considered a
luxury service, has quickly shifted to a
practicality for many consumers around the
world in the wake of the pandemic. 
Across the U.S., consumers have embraced delivery
of everything from restaurant food and groceries to
makeup, prescriptions, and department store
purchases. New services are also cropping up to
bring delivery options to niche and premium brands:
FastAF provides 2-hour delivery for a cohort of
brands including Moon Juice, PYT Beauty, and Byredo.
Delivery also grew significantly in places with strict
lockdowns, such as Europe (Delivery Hero), Latin
America (Rappi), and the Middle East (Careem), 

introducing new users to the concept in
places where delivery simply wasn’t a part of
the culture, such as Italy. And many of these
new users are planning to continue using
such services post-pandemic.

The pandemic has also been the tipping
point for “click and collect” shopping, which
has been around for several years at many
major retailers. Curbside pick-up rose
significantly during the pandemic as
consumers embraced contactless shopping
options out of safety concerns, and they’ve
fallen in love with the 

The four largest food delivery players in the U.S.—UberEats, Doordash GrubHub, and Postmates—more than doubled their revenue from April to September, compared to the same period in 2019. (Source: MarketWatch)

2X
the increase in revenue
among the top 5 U.S.
delivery services: UberEats,
DoorDash, Grubhub, and
Postmates since 2019.
(MarketWatch)

of consumers who have
tried restaurant delivery
during the pandemic say
they're likely to continue
using it, including 82% of
those in Brazil. 
(Citi) 

52%
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https://www.forbes.com/sites/tanyaakim/2020/10/15/now-you-can-order-mac-cosmetics-on-postmates/?sh=238ece8e6294
https://www.wsj.com/articles/mail-order-drug-delivery-rises-during-coronavirus-lockdowns-11589281203
https://chainstoreage.com/belk-expands-contactless-shopping-same-day-delivery
https://www.glossy.co/beauty/2-hour-delivery-goes-beyond-basics-with-new-fastaf-app/
https://www.reuters.com/article/us-delivery-hero-results/delivery-hero-sales-leap-during-lockdowns-idUSKCN22A0K1
https://www.reuters.com/article/us-health-coronavirus-rappi/coronavirus-outbreak-boosts-delivery-apps-across-latin-america-idUSKBN2143RO
https://www.reuters.com/article/uber-careem-outlook/ubers-mideast-business-careem-sees-speedier-than-expected-recovery-idUSKCN26F1FU
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://www.citivelocity.com/citigps/how-covid-19-is-impacting-online-food-delivery-platforms/
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169


//
convenience as it saves them time and stress. During
the course of the pandemic, retailers as diverse as
Sam’s Club, Aldi, Kohl’s, and Best Buy added pick-up
options for their shoppers. Target, which had already
offered same-day pick-up for many non-perishable
items, expanded the service to include fresh and
frozen groceries, thus seeing a 278% increase in pick-
up and Shipt deliveries between February and May.

Some “stores” will become leisure centers.

At the other end of the spectrum, consumers will still
want to visit stores—albeit for less utilitarian reasons
than picking up goods. This follows a pre-pandemic
evolution we witnessed among DTC brands that
established physical stores. Instead of coming to buy,
consumers want to experience a brand, which doesn’t
require a traditional store so much as a community
space designed in the brands’ image. Particularly
following the pandemic when many sensory
experiences have been dulled and muted, brands
can leverage physical spaces as a significant and
entirely new form of touch point with consumers that
is more meaningful than transactional. With minimal,
if any, merchandise, these brand experiences will
have little need for sales associates to aid in decision
making and purchases; instead they will need guides
who curate and ensure a positive visit and therefore
positive brand sentiment.

Some “stores” will become distribution 
and service centers.

With delivery and pick-up options becoming more
widespread, consumers can now easily avoid
shopping in-store when they wish. In the extreme,
consumers could choose not to set foot in stores in
the future, with retail locations evolving into
distribution centers where consumers come to grab
their purchases and delivery people buzz about
getting packages to their final destinations. (We’re
already seeing this evolution in the restaurant
industry with the growth of ghost kitchens that
function only to make food for delivery.) Such spaces
will need to be centers of efficiency, allowing visitors
to get in and out with the least amount of friction,
taking lessons from Rent The Runway, Nordstrom
Local, and Amazon Go stores. These future spaces
will not offer stock of goods but rather services, such
as pick-up, repairs, and consultations.

IMPLICATIONS & OPPORTUNITIES

growth prescription delivery business
Capsule saw during the pandemic. 
(New York Post) 

rise in 'click & collect' orders placed online in
the U.S. between March and May 2020. 
(Rakuten Intelligence)202%

5X

Casper, NYC
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https://www.usatoday.com/story/money/food/2020/06/25/target-drive-up-curbside-pickup-fresh-frozen-groceries-coronavirus/3249012001/
https://www.glossy.co/fashion/what-the-ongoing-dtc-investment-in-brick-and-mortar-means-for-traditional-retailers/
https://intelligence.wundermanthompson.com/2020/07/zero-touch-spaces/
https://www.washingtonpost.com/business/2020/09/17/virtual-ghost-kitchen-restaurants/
https://www.washingtonpost.com/
https://chainstoreage.com/news/first-look-rent-runway-opens-digitally-enhanced-flagship
https://www.nordstrom.com/browse/services/nordstrom-local
https://www.amazon.com/b?ie=UTF8&node=16008589011
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://nypost.com/2020/08/21/capsule-expands-as-prescription-delivery-battle-heats-up/
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://www.rakutenintelligence.com/blog/2020/rakuten-ready-first-timers
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169


//2. The New Maker Movement
Creates New Buy Points

Many consumers did a lot of taking stock during the
pandemic, especially in their home habits. 
With additional time on their hands and a
conservative financial mindset, they sparked a
resurgence of the maker trend. 

From cooking to building to sewing, people were newly
trying their hands at “old” skills. During the pandemic,
making helped consumers feel productive, that they
were learning something worthwhile, and that they had
a means to give back, with many donating the results of
their efforts, such as handmade masks. The benefits
weren’t all altruistic; making things also helped
consumers save money and gave them something to
post about on social media when they couldn’t go out.

Face Kit launched to help people create
their own skincare at home
Luxe clothing brand Lingua Franca
launched an embroidery kit and
workshop
Denny’s released make-at-home diner
meal kits
Dannijo released a tie-dye kit, which
included a bandana that could be worn
as a face covering

Brands encouraged the maker
resurgence:

The four largest food delivery players in the U.S.—UberEats, Doordash GrubHub, and Postmates—more than doubled their revenue from April to September, compared to the same period in 2019. (Source: MarketWatch)

41%
of American are spending
more time on home
improvement and craft
projects since the
pandemic began. 
(Ipsos)

uptick in views of craft
tutorials by Michael's on
Facebook Live.  
(Washington Post) 

150%
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https://www.beautyindependent.com/blue-apron-skincare-new-brand-face-kit-easy-create-face-masks-at-home/
https://linguafranca.nyc/products/virtual-embroidery-class
https://www.chewboom.com/2020/05/01/dennys-introduces-new-make-at-home-meal-kits/
https://www.refinery29.com/en-us/shop/product/deluxe-diy-tie-dye-kit-ii-9823843
https://www.ipsos.com/en-us/news-polls/axios-ipsos-coronavirus-index
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://www.washingtonpost.com/lifestyle/wellness/home-crafts-coronavirus-pandemic-calm/2020/05/19/9785e11e-9a11-11ea-89fd-28fb313d1886_story.html
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169


//

This trend has staying power for a few core reasons. First, it connects with consumers’ desire to be more eco-conscious; they feel less
wasteful as they creatively use things they have around their homes, and they can buy fewer new mass-produced goods. In addition,
hand-making items is often a mindful and meditative process, which is why crafting historically spikes during crises. This is not only
important during the pandemic when many people are experiencing mental health challenges but also going forward as mental
health concerns continue at heightened levels due to stress and ongoing uncertainty. Furthermore, creating with their own two hands
engenders a sense of pride because makers are able to feel self-sufficient in contrast to today’s mass-produced culture.

Consumers have also embraced kits as they
explore new skills, such as meal kits and craft
kits; brands can consider a pivot to maker kits
to help consumers get started. Brands also
have an opportunity to help consumers feel
successful as they get crafty by providing pro
tips and advice from the experts they already
have on staff. When messaging such offerings,
lean into personal achievement and eco-
friendly factors.

As consumers lean into the idea of making instead of
buying, brands will have to reconsider what they’re
selling and where they might find new buy points within
their production processes. For example, instead of only
selling a chunky knit sweater, a retail brand could offer
a pattern and yarn. Or a food brand could go beyond
providing typical recipes to also offering directions to
use food scraps and waste in creative ways such as
natural dyes or DIY beauty treatments to tap into
consumers’ eco-maker desires.

IMPLICATIONS & OPPORTUNITIES

increase in online sales reported by UK
craft store Hobbycraft, which also reached
over 15 million people with its craft classes
during the pandemic. 
(The Guardian)

rise in searches on Etsy for DIY kits in a
3-month period during the pandemic.
(Teen Vogue)

221% 200%
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Brands can tap into consumers' innate maker tendencies during this time by rethinking their product offerings and
pivoting, as many companies have learned they can do quickly when necessary during the pandemic. 

https://www.theatlantic.com/culture/archive/2020/04/crafts-coronavirus-quarantine-stress-relief/609187/
https://www.theguardian.com/business/2020/aug/03/hobbycraft-reports-boom-in-online-sales-since-start-of-pandemic-crafts-coronavirus
https://www.teenvogue.com/story/crafts-helping-relieve-anxiety-during-pandemic


// 3. The Reinvention Of 
Live Experiences Is 

Virtually Just Beginning

In the first several weeks of the pandemic, many people were bored, lonely, and
trying to be responsible and obey lockdown orders. With wifi connections and
screens, they explored entertainment that could take them beyond their four walls—
enter virtual live events. Over the course of the pandemic, such events evolved
quickly. The first were simple, essentially just live streamed performances, but
brands soon got creative: they reimagined what a live experience could be without
the limitations of the real world. The over-the-top virtual stages of the EDM festival
Tomorrowland Around The World included Katy Perry performing from a clown-
shaped hot air balloon; Travis Scott was larger than life as attendees flew through
the air around him in Astronomical, a series of short concert events in Fortnite. 
Because these virtual events aren’t trying to recreate traditional live events
but are instead inventing an entirely new experience, they have the power
to last well into the future, even when in-person live events resume.

The four largest food delivery players in the U.S.—UberEats, Doordash GrubHub, and Postmates—more than doubled their revenue from April to September, compared to the same period in 2019. (Source: MarketWatch)

99%
year-over-year growth of the live
stream industry (Stream Elements and
Arsenal.gg data cited by The Verge)

viewers tuned in to
Astronomical featuring
Travis Scott in Fortnite.
(The Verge) 

12 1 
tickets sold for the virtual
concert Tomorrowland
Around The World. 
(Pollstar)

million million
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https://www.billboard.com/articles/columns/pop/9424574/katy-perry-tomorrowland-live-stream-recap-smile-daisies
https://www.theverge.com/2020/4/23/21233637/travis-scott-fortnite-concert-astronomical-live-report
https://www.theverge.com/2020/5/13/21257227/coronavirus-streamelements-arsenalgg-twitch-youtube-livestream-numbers
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://www.theverge.com/2020/4/23/21233946/travis-scott-fortnite-concert-astronomical-record-breaking-player-count
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://www.pollstar.com/article/more-than-1m-viewers-for-tomorrowland-around-the-world-pay-per-view-146141


//
Whether building experiences within gaming platforms like Fortnite and Animal Crossing: New Horizons or
leveraging services such as Zoom and Twitch, brands can tap virtual experiences to grant consumers greater
access than ever before because the barriers of location and time are reduced, and they can also use such
experiences to create a sense of exclusivity, with limited edition content and merch.

IMPLICATIONS & OPPORTUNITIES

With Astronomical, along with the
spectacular show, Fortnite players were
able to complete challenges to earn sought
after digital assets, such as a special glider,
emotes, and load screens.

For fans of Marc Jaobs, the Marc Jacobs
Fragrance launch by Coty gave many a
new level of access to the designer. Taking
place over Zoom, the event was able to
connect with a wider audience from around
the world. Attendees were able to tune in for
talks with the designer himself, attend live
performances, and have their photo taken
by a fashion photographer.

Dua Lipa’s live stream concert reportedly cost upwards of $1.5 million to produce and earned more than 5 million
viewers—and prompted a 70% spike for her forthcoming live tour, showing that live and live streaming can coexist.
Just as with a traditional live experience, for a virtual or live streamed event to be successful, it’s critical to know
your audience and what they value:

Rarity creates value, even in digital fashion.
Attendees of Helsinki Fashion Week were
able to claim one-of-a-kind digital
designer garments that could be styled on
photos or used in virtual spaces.

In creating ComplexLand, a virtual event in
lieu of ComplexCon, Complex knew that
attendees would want to come away with
the latest goods from their favorite brands,
so it made sure to include a retail
component with brands setting up virtual
shops. Visitors also like to connect with
others and get their share of attention at
the con, so the event incorporated a
persistent chat.

As
tro
no
m
ica
l

© 2020   |   Signals // 2021    |   #Signals2021 

https://www.glossy.co/beauty/from-zoom-to-vr-beauty-brands-get-creative-with-virtual-launch-parties/
https://www.rollingstone.com/pro/news/dua-lipa-livestream-cost-viewership-1096950/
https://www.voguebusiness.com/technology/heres-what-an-inspiring-digital-fashion-week-looks-like
https://www.theverge.com/2020/12/3/22150152/complexcon-virtual-music-streetwear-complex-food-festival


//4. Intra-National Tourism
Gains Traction With

 Road Trips

After months of quarantining, sheltering-in-place, and/or
uncertainty about how to live amidst the virus, summer
2020 ushered in a road trip renaissance. Cars became a
coveted vehicle to escape the stress of day-to-day life
and a safe haven to social distance, as did RVs, building
on the already popular #vanlife movement. Road trippers
found pleasure in venturing to places they may have
otherwise overlooked in their own country, and cherished
the carefree feelings that come with the open road. The
rise of road trips also led to a surge in outdoor adventure.
GPS data reveals that visitors to U.S. national parks
reached record levels. The vastness of nature was a stark,
welcome contrast to the trapping feelings of being stuck
at home and tied to screens.

The four largest food delivery players in the U.S.—UberEats, Doordash GrubHub, and Postmates—more than doubled their revenue from April to September, compared to the same period in 2019. (Source: MarketWatch)

80%
of U.S. adults who had
planned a trip for 2020
were taking road trips.
(AAA)

1 in 5 U.S. adults who road
tripped between March and
August 2020 were first-time
visitors to a national park.
(Chevrolet/The Harris Poll) 
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https://www.nytimes.com/2020/07/03/technology/the-vanlife-business-is-booming.html
https://qz.com/1908674/covid-19-has-americans-visiting-national-parks-in-record-numbers/
https://www.cnbc.com/2020/10/21/restless-americans-map-out-road-trips-despite-misgivings.html
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://media.chevrolet.com/media/us/en/chevrolet/news.detail.html/content/Pages/news/us/en/2020/sep/0903-chevyroadtrip.html
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169


//It allows consumers to create their own schedule and be spontaneous, and 

Driving is less harmful for the environment than flying, and Covid-19 has given further
reason to travel by plane sparingly. It's accelerated "flight shaming," a term popularized in
2019 by Greta Thunberg with her refusal to travel by plane, and echoed by airline KLM in an
ad asking people to fly less. In 2020, "flight shaming" took on the form of judgment towards
travelers who put others' lives at risk. Now, with both environmental and health factors
influencing consumer sentiment about flying, road trips will remain a suitable alternative.

      caters to their growing expectations for convenience. 

Road trips are here to stay, particularly as flying will remain an uncommon occurrence for
the foreseeable future. While this is in large part due to health concerns, and subsequently,
a greater focus on domestic travel, consumers have also found many upsides to traveling
by car:

IMPLICATIONS & OPPORTUNITIES

of U.S. adults who are coordinating trips
over the next 10 months intend to travel
by car. (Volvo/The Harris Poll)

70% 61%
of families globally are more likely to
visit an outdoorsy destination in 2021
than an urban one. (VRBO)

These travel trends have significant implications for other industries for the next few years. For instance,
consumers will continue to seek apparel and footwear that's conducive to outdoor adventures, as well
as food and beverages that are easy and fulfilling to take on the road or an outdoor excursion. Gear
and supplies will remain a necessity for these experiences, and consumers will crave entertainment that
drivers and passengers alike can enjoy on the journey, such as playlists, podcasts, and audiobooks.
There's also an opportunity for brands to reach consumers on the road, as spice brand McCormick did
in creating a pop-up at an RV campground to enhance visitors' grilling experience. 

© 2020   |   Signals // 2021    |   #Signals2021 

https://www.bbc.com/news/business-49890057
https://adage.com/creativity/work/klm-fly-responsibly/2181101
https://www.media.volvocars.com/us/en-us/media/pressreleases/275372/survey-americans-want-to-travel-again-but-with-a-new-set-of-rules-3
https://assets.ctfassets.net/gxwgulxyxxy1/6v6HfHxae5jJtRUcRF8Ls4/b3074cbe6c8f33b6caeae30fec4f9bfd/Vrbo_US_2021_Trend_Report_FINAL.pdf
https://www.bizbash.com/production-strategy/experiential-activations-sponsorships/media-gallery/21174928/see-how-food-brand-mccormick-reached-rv-travelers-with-creative-campsite-activations


//5. The Focus On Fitness
Moves Into The Home

With gyms and fitness studios limiting capacity
or closed altogether, and group sports on pause,
the home has become the primary space to
exercise. Enter the booming market for at-home
workout equipment and virtual fitness services. 
For many accustomed to exercising, it was a 
no-brainer to purchase products and/or services to
keep up with their healthy habits, particularly as it
replaced their typical fitness expenses like gym
memberships and post-workout smoothie splurges.
Many consumers who weren't previously focused on
fitness got on board, too, as they realized how critical
it was for their physical and mental health.

The four largest food delivery players in the U.S.—UberEats, Doordash GrubHub, and Postmates—more than doubled their revenue from April to September, compared to the same period in 2019. (Source: MarketWatch)

41%

increase in sales of
fitness equipment
in the U.S. from
August 2019-
August 2020.
(NPD) 

150%

Fitness was already a flourishing industry pre-Covid-19, but it became
even more important amidst the context of 2020 and with increased
ease of access. Working out offered much-needed structure and routine
during a period of mass disruption and uncertainty. The endorphins from
exercising were an essential mood boost to help cope with one crisis
after another, from the fear and loneliness of the pandemic, to the
economic downfall, to climate disasters, to racial injustice, and a
polarizing election. Consumers also turned to exercise as a productive
outlet that gave them a measurable way to see personal improvement
during the pandemic and feel a sense of accomplishment. And for many
who were homebound under the same roof as others, exercise became
necessary to carve out "me time." It was one of the few ways to separate
from everyone and everything to recharge.

72%
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https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://www.foxbusiness.com/lifestyle/at-home-fitness-coronavirus-winter
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169
https://www.marketwatch.com/story/the-pandemic-has-more-than-doubled-americans-use-of-food-delivery-apps-but-that-doesnt-mean-the-companies-are-making-money-11606340169


//Covid-19 has amplified the mindset that health needs to be
preventive and one's body needs to be built up to fight infection.
With this emphasis, it's easier to stick to an exercise routine.

Though the household can provide distractions, it also creates
little excuse to opt out. There's fewer barriers when fitness can be
done at home, any time of day or night.

With exercise offerings where consumers are every day—at home
and on their screens—they are frequently reminded of what they
should be doing. Notifications further bring motivation to
consumers versus them having to seek it out.

.

The popularity of at-home fitness is poised to outlast the pandemic, with many
likely to exercise at home and at gyms/studios for the following reasons:

IMPLICATIONS & OPPORTUNITIES

Going forward, we'll likely see more fitness equipment that takes up minimal space in the home, much like Mirror and Tempo, or
that blends into furniture such as The Hidden Gym by Swedish company 24Stroage, along with a steady demand for fitness
apps/digital services. We'll also see at-home services increasingly incorporate social components to compete with IRL, as
subscription service Obé has done with a Workout Parties feature for members to exercise with others they invite via video
within the platform. 

At-home fitness gives consumers across
locations equal access to specialty classes,
and the ability to exercise with those who live
far away. This benefit will likely sustain the
demand post-pandemic.

The home provides a judgment-free zone,
which sharply contrasts with the intimidation of
gyms or in-person classes. It's easier to work
up to one's goals without worrying about what
others think; consumers are able to focus on
exercise and how it makes them feel.

600%
increase in sales of weights
for Boxflex and NordicTrak.
(USA Today)

new users per month joined
fitness tracking platform 
Strava. (TechCrunch)

U.S. adults who plan to return to a gym
will also continue at-home workouts. 
(The Beachbody Company)

2 million 9   10in
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https://www.fastcompany.com/90534209/this-ai-powered-home-gym-is-like-having-a-personal-trainer-in-your-living-room
https://www.housebeautiful.com/uk/lifestyle/a33307834/hidden-gym-equipment-furniture/#:~:text=A%20Swedish%20self%2Dstorage%20company,yoga%20mats%20and%20foam%20rollers.
https://www.shape.com/fitness/trends/obe-workout-parties
https://www.usatoday.com/story/tech/reviewedcom/2020/11/20/where-buy-dumbbells-and-free-weights-online-amazon-walmart-target-and-more/3777656001/
https://techcrunch.com/2020/11/16/strava-raises-110-million-touts-growth-rate-of-2-million-new-users-per-month-in-2020/?guccounter=1
https://www.businesswire.com/news/home/20200817005351/en/The-Future-of-Fitness-Americans-Embrace-a-Hybrid-of-Home-Exercise-and-Gym-Workouts#:~:text=Workouts%20%7C%20Business%20Wire-,The%20Future%20of%20Fitness%3A%20Americans%20Embrace%20a%20Hybrid,Home%20Exercise%20and%20Gym%20Workouts&text=The%20Beachbody%20Company%20%E2%80%9CFuture%20of,stay%20fit%20in%20the%20future.


EMERGING SHIFTS IN 2021//
1.  FROM BRAND PURPOSE TO BRAND PROMISE

2. PUTTING THE SOCIAL BACK IN SOCIAL MEDIA

3. TURNING ON SCREENS TO SHUT OUT THE WORLD

4. VALUES STATEMENTS ARE IN STYLE

5. BEAUTY EXPERIMENTATION LEADS TO A MAXIMALIST AESTHETIC

7. CITIES AREN'T DEAD; THEY'RE GOING THROUGH A METAMORPHOSIS

6. PSYCHEDELICS REACH A TRIPPING POINT



//1. From Brand Purpose 
   To Brand Promise
For the past decade, “brand purpose” has been cemented in the marketing
lexicon as brands increasingly recognized the value (financially and
reputationally) in taking a stand on social issues. From P&G’s raw documentary
about its internal history supporting its LGBTQ employees as part of its Pride
initiatives to Nike’s 2018 campaign with Colin Kaepernick putting a focus on
racial inequality, brands have declared that they care about the same issues
that their customers do. According to Accenture, two in three U.S. consumers
want companies to stand up for the issues they’re passionate about. With 2020
bringing many critical causes to center stage—from the public health crisis to
Black Lives Matter to climate change—the field of purpose-driven brands has
become ever more crowded, while the need for brands to take meaningful
action has grown stronger. With the power that brands wield, consumers see
them as more capable than other institutions to create positive change, and
they’re asking them to stand up as the world faces crises on many fronts. 
To respond to consumer expectations (and to stand out from the field),
we predict that companies will shift from brand purpose to a new era of
brand promise in 2021 and the years ahead.

2 in 3 U.S. consumers want
companies to stand up for the
issues they're passionate about.
(Accenture)
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https://www.fastcompany.com/40558837/pgs-new-film-doesnt-sugarcoat-its-past-of-lgbtq-discrimination
https://www.marketplace.org/2020/06/25/nike-colin-kaepernick-brand-advertising-racial-justice/
https://www.accenture.com/us-en/insights/strategy/brand-purpose
https://www.accenture.com/us-en/insights/strategy/brand-purpose


// By sealing their support with a
measurable outcome, brands
can demonstrate to consumers
that they truly care about the
cause and intend to make a
meaningful difference—routinely
sharing progress on their goals
will prove the impact behind
this intent. 

Creating a brand promise and taking an active role in social change is critical, especially to win over younger
consumers who tend to be skeptical of soft claims and demand to see results (this is true of their own activism as
well as that of brands). 

IMPLICATIONS & OPPORTUNITIES

consumers’ values but also that they will be change
agents, tangibly improving the world. We saw hints of
this during the pandemic, with many brands quick to
respond to public need by pivoting to make hand
sanitizer, masks, and other PPE.

Going beyond merely signifying support for a cause,
the era of brand promise will see companies step up
to create solutions, paving the way for public policy
and systems through their actions. This is marked by
brands declaring they will meet measurable goals,
showing that they are more than merely aligned with 
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As with the prior shift to
brand purpose, those
that move first to brand
promise will be the
biggest winners, earning
a strong positive
association with the
cause being addressed. 

Consumers are increasingly
discerning about the brands
they choose and look at factors
beyond functionality and
sometimes even cost; those
that fail to shift to these new
impact-centered expectations
face losing relevance and
consumer support.

With all consumers increasingly feeling like the world is broken, they are looking to brands to help remedy what they
can. Where other institutions lack the resources or cultural power to influence, brands are uniquely poised to be able
to meet bold promises of change. And doing good is also often good for one's bottom line.

https://www.bloomberg.com/news/articles/2020-03-24/companies-revamp-to-make-hand-sanitizer-and-coronavirus-products


// BUILDING BRAND PROMISE

BE  
BOLD .

To successfully create a
brand promise, companies
should design a bold plan

with measurable results that
will have a recognizable

impact on a specific cause
or issue.

TO THE
CORE .

A brand’s promise should
connect with its core values;

it needs to ensure that its
promise and dedication to

the cause is reflected
company-wide and not just

a surface level effort.

MAKE
PROGRESS .

After this declaration, brands
need to provide updates,
tracking progress toward
their goals. Such updates

should be as transparent as
possible, not only noting the
wins but also acknowledging

setbacks and challenges,
discussing how they’re being

addressed.

MAKE IT
PERSONAL .

Finally, brands should
humanize their efforts,

encouraging employees to
get involved and recognizing

their contributions both
internally and externally.
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//BRAND PROMISE & CLIMATE CHANGE

MICROSOFT GOES CARBON NEGATIVE

Microsoft announced a daring plan at the start of 2020.
Sweeping past carbon neutrality, which the brand will achieve
by 2030, it has gone further to promise to remove more
carbon from the environment than it has produced during its
entire existence by 2050. The company is partnering with
other major businesses to cooperatively share their process
to help each other reach net zero carbon emissions and
provide a blueprint for all companies. This collaboration
includes a $1 billion climate innovation fund. Furthermore, the
brand is empowering customers with tools, such as the
Microsoft Sustainability Calculator, to measure and improve
their own carbon footprints.

REFORMATION WILL  BE  CL IMATE POSITIVE

Sustainability has been a core value of Reformation. The brand is
already carbon neutral, so when crafting its brand promise in 2020, it
set its sights on becoming climate positive. That could be easy for a
carbon neutral brand—a few tweaks and it can claim a positive
impact. But as the brand’s announcement states, “We want to set the
bar high. ... But we won’t consider ourselves legit until we achieve the
bigger picture stuff.” The company will provide updates on its progress
in its sustainability reports, in which it will also address efforts to
combat racial inequality. While Reformation has been a forerunner
when it comes to climate impact, it is beginning to address other
challenges, such as its treatment of BIPOC employees, working to bring
the brand up to minimal expected standards in this area.

The attention to climate change may have temporarily taken a backseat to the immediacy of
the pandemic, but consumers see environmental issues as critical and urgent following a
particularly severe year of climate disasters, including wildfires, accelerating melting of glaciers
and ice sheets, and catastrophic storms or floods touching every continent. Much like the
pandemic, many see climate change as affecting all of humanity and as a race against the
clock. Addressing such a challenge is poignant for a brand: it’s akin to the space race, blending
leaps of innovation with pride of achievement while rushing against the deadline of the year
2030, the first goal post set by the IPCC. Here's some inspiration:
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https://blogs.microsoft.com/blog/2020/01/16/microsoft-will-be-carbon-negative-by-2030/
https://www.thereformation.com/pages/climate-positive
https://www.today.com/style/reformation-s-yael-aflolo-apologizes-after-racism-accusations-t183582
https://tulsaworld.com/news/national/disasters-of-2020-the-stormy-fiery-year-when-climate-disasters-wouldnt-stop/article_ed20bb28-292e-54a4-8b8b-fc993285d22d.html
https://www.nytimes.com/2020/09/20/arts/design/climate-clock-metronome-nyc.html
https://www.un.org/en/sections/issues-depth/climate-change/


// BRAND PROMISE & RACIAL INEQUALITY

SEPHORA TAKES THE F IFTEEN PERCENT PLEDGE

Brand promise can be inspired by external movements,
as Sephora demonstrated when it signed the Fifteen
Percent Pledge, dedicating a representative amount of
shelf space to Black-owned brands. The brand became
the first major retailer among many companies to make
this promise, but it didn’t stop there; Sephora has
internalized its promise. Recently, the company closed
stores nationwide for two hours of diversity and inclusion
training for all employees. It commissioned a study on
racial bias in retail that it has published publicly with the
goal of helping other retailers better understand the
issue as well. The company also launched an
accelerator program for beauty brand founders of color.

MATTEL  REFLECTS DIVERSITY IN PRODUCT & PERSONNEL

Mattel has made diversity a core focus. Along with offering dolls with more
diverse body types, skin colors, and hair textures, in 2019, it introduced dolls
with disabilities, including dolls in wheelchairs and with prosthetic limbs. More
recently, it created a line of gender neutral dolls that come with
interchangeable hairstyles and a range of clothing options. And rather than
shy away from a difficult topic at a challenging time, the brand posted a
youth-friendly video of Barbie and her friend Nikki, who is Black, discussing
racism during the Black Lives Matter protests this year. Along with its many
actions at the product level, the brand’s 2020 goals include providing equal
pay by gender and race and increasing representation of women and
people of color at all levels within the company. This commitment to diversity
is cascaded down to the company’s other brands, including American Girl,
which also set specific diversity goals this year.

The summer of 2020 saw the reinvigoration of the
Black Lives Matter movement following a series of
tragic deaths of Black individuals. Fueled by the
introspection of the pandemic, Americans paused
to consider how their actions have contributed to
the legacy of systemic racism and to make specific
efforts to change their behaviors. They look to 
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brands not only to take a stand but also to make the same
effort to look at their internal practices and break the
patterns of racism. Consumers also demand action: 63%
say that brands’ words must be backed with action or they
risk being seen as exploiting the situation. While many
brands have addressed BLM and racism in 2020, only a few
have stepped up with a true brand promise. Here are two: 

https://www.sephora.com/beauty/belong
https://www.forbes.com/sites/shelleykohan/2020/07/07/sephora-is-driving-change-to-combat-systemic-racism-in-retail/
https://www.dailymail.co.uk/news/article-6695287/Barbie-launches-disabled-dolls-wheelchairs-prosthetic-legs-Mattel-expands-range.html
https://time.com/5684822/mattel-gender-neutral-doll/
https://www.youtube.com/watch?v=RCzwoMDgF_I
https://corporate.mattel.com/en-us/citizenship/diversity-and-inclusion/diversity-and-inclusion-goals
https://www.americangirldollnews.com/post/american-girl-s-commitment-to-racial-equality
https://www.edelman.com/sites/g/files/aatuss191/files/2020-06/Trust%20%2B%20Racial%20Injustice%20One%20Pager_0.pdf


//2. Putting The Social
Back In Social Media

Leading up to 2020, society was experiencing a loneliness epidemic.
Research released in January 2020 from health insurer Cigna revealed that
61% of U.S. adults reported feeling lonely, with Gen Z (79%) and Millennials
(71%) especially likely to feel this way. Then came the pandemic, which
exacerbated the crisis. According to the latest data available at the time of
publication, nearly two in three U.S. adults aged 18-35 reported increased
feelings of loneliness since Covid-19 was declared a pandemic.

Without everyday IRL connection at workplaces or schools, and with people
limiting visits to or avoiding places that make up the fabric of community—
from grocery stores and coffee shops to gyms and religious institutions—it's
no surprise that loneliness, like the virus itself, has had a catastrophic
impact on society. Meanwhile, with furloughs, layoffs, and relocations, many
people are losing access to communities they had previously been a part
of. Add in the influx of empty streets and storefronts, and consumers have a
constant visual reminder that their community is fading.

To help cope with widespread isolation, consumers are shifting their
social media habits: they're becoming less interested in performative
content and garnering status, and increasingly gravitating to digital
spaces where they can truly connect with people in their lives and
form new friendships.
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https://www.cigna.com/static/www-cigna-com/docs/about-us/newsroom/studies-and-reports/combatting-loneliness/cigna-2020-loneliness-factsheet.pdf
https://www.medicalnewstoday.com/articles/alarming-covid-19-study-shows-80-of-respondents-report-significant-symptoms-of-depression#Study-findings


While connection was the original
purpose of social media, that vision has
been lost in recent years, as many
platforms became promoters of followers,
likes, and views. As some users focus on
these measures of online validation, they
are finding that they don’t translate to
connection but instead leave them
feeling more alone. 

2020 was a tipping point, in which
consumers pushed back on the
unproductive nature of scrolling
mindlessly, and recognized that posting
boastful content for others to compare
themselves to was insensitive and even in
conflict with the times. This period of
minimal IRL human togetherness drove a
need for digital spaces where people
could obtain this benefit online. As a
result, the pendulum is swinging back to
platforms that prioritize socializing over
social currency.

While TikTok may seem to contradict this shift
because it has elements that engender status
and virality, it's also inherently communal. Users
don't come to TikTok to brag about how they
are living their best life; rather, they come to
express themselves, relate to others, and feel
understood. Take for instance how "TikTok has
become the soul of the LGBTQ Internet," as The
Washington Post put it, for letting individuals
share their raw feelings about their sexual
orientation and find support. What's more, as
the platform's algorithm 
is so incredibly accurate 
to a person's individual 
interests, users are able 
to find their own pockets 
of community.

FROM SOCIAL CURRENCY TO SOCIALIZING
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https://www.washingtonpost.com/technology/2020/01/28/tiktok-has-become-soul-lgbtq-internet/


Making New Friends

Though people have been embracing digital tools to make new friends for the past few years, from Bumble BFF to
platonically swiping on dating apps, demand to meet people reached new levels in 2020. Consider the resurgence of
Omegle, a precursor to Chatroulette, that pairs random visitors through video and text chat, or Yubo, an app where 40
million users, most of whom are under 25, chat or hang out live in virtual rooms with strangers who share similar
interests. Most recently, Clubhouse has entered this space, where people can drop-in for audio chats with strangers
(though it's an invite-only platform and currently available mostly to the celebrity crowd). While these platforms have
served a particularly important need at a time when people are at home and therefore cannot easily meet new people,
similar concepts are poised to last as they fill a basic human need for companionship, and the behavior has been
normalized on mass scale.

Demand for tools that help users better connect with
people in their lives is also evidenced by the explosive
popularity of Discord, a platform that originated for
gamers as a "place to talk" and now has more than
100 million monthly users, almost a third of whom are
there to talk about something other than gaming. Co-
viewing platforms and plugins, from Hulu's Watch
Party to Disney+'s GroupWatch, also took off to meet
this need. They have staying power by catering to
consumers' expectations for on-demand access,
while alleviating the solitary feeling of watching
content of one's choosing on their own time. Instead,
these new tools provide the social benefits of
appointment viewing, but the appointment is based
around the users' schedules.

Connecting Existing Friends

Video chat platforms became a de facto form of social media
in 2020 to replicate seeing friends and family face-to-face,
and they will remain popular even after the pandemic. Though
Zoom fatigue eventually set in, especially as consumers were
using video chat for work and/or school, there's sustained
demand for platforms that provide video capabilities along
with activities for people to do simultaneously, such as gaming
and trivia. Having an experience to participate in helps
alleviate the pressure of being on screen and keeping up one’s
part of the conversation, which Houseparty is increasingly
leaning into having recently announced an integration with
Fortnite. Meanwhile, we expect to see continued interest in
platforms like Marco Polo, which likewise create closeness
between friends and family via video, but without the
commitment of all participants being live at the same time.

MAKING IT MEANINGFUL
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The desire for meaningful online connection is especially evident in the growth of emerging platforms
that serve the following purposes:

https://www.nytimes.com/2020/07/24/style/omegle-random-video-chat.html
https://techcrunch.com/2020/11/17/yubo-could-be-the-next-big-social-app-as-it-raises-47-5-million/
https://www.refinery29.com/en-gb/2020/12/10211265/what-is-clubhouse-app
https://thehustle.co/11092020-discord/
https://techcrunch.com/2020/11/18/houseparty-adds-fortnite-mode-bringing-video-chat-to-the-popular-game/
https://www.marcopolo.me/


Connecting Locally

As people were stuck at home and
concerned about having basic
essentials, they felt compelled to
be a good neighbor and check in
on those nearby, particularly those
who are elderly, disabled, or
immunocompromised. This instinct
to look out for others in times of
crisis led to the rapid growth of
digital tools to facilitate connection
among neighbors, particularly
Nextdoor, now used by one in four
American households. But the need
for localized connection isn't limited
to the reign of the pandemic, as
Facebook recognizes in launching
a similar service called
Neighborhoods. The rise in
localized platforms aligns with
consumers' desire for more
intimate spaces that facilitate
personal connection versus
platforms to broadcast en masse.
What's more, in a post-Covid-19
world, people will be starving for IRL
human interaction, and such
platforms cater to this by
connecting those who can easily
meet up given their close proximity.
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Nextdoor

Gathering In Virtual Worlds

Animal Crossing: New Horizons, Minecraft, Roblox, and the like
cater to the growing consumer demand for digital third spaces to
hang out. Though they are all gaming platforms, they appeal to
gamers and non-gamers alike as they aren't just about playing
and building—they are equally about socializing and community,
too. Consumers are further embracing the social nature of these
platforms, holding graduations, birthday parties, and even
weddings in these spaces, as well as participating in community-
oriented events to showcase their values, from protesting in
support of the Black Lives Matter movement to celebrating Pride.
Even when we are able to experience life fully in the real world,
virtual ones will remain popular as a place to escape and
transcend distance to hang out 
with friends who are not close 
by, while becoming more 
advanced with life-like 
environments. Animal Crossing: 

New Horizons

Minecraft

https://about.nextdoor.com/
https://www.thegamer.com/animal-crossing-graduation/
https://www.newsweek.com/animal-crossings-new-horizons-multiplayer-birthday-party-social-distancing-1495608
https://www.washingtonpost.com/video-games/2020/04/02/animal-crossing-wedding-coronavirus/
https://www.businessinsider.com/animal-crossing-users-are-having-virtual-black-lives-matter-protests-2020-6
https://thenextweb.com/distract/2020/06/16/animal-crossing-to-host-the-most-adorable-pride-festival-ever/
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They are entering a community, so they need to act like a
member, not a brand encroaching on that culture. Take
inspiration from Grubhub, which further helped bring
members of Animal Crossing: New Horizons together by
hosting a virtual Friendsgiving. Consumers were already
using the platform as a gathering space to celebrate
occasions, and the food brand saw an opportunity to help
enhance this behavior, rather than interrupt it.

To create an inclusive and judgment-free zone. Much of
the appeal of these next gen platforms is that everyone is
on the same page—looking to feel closer to others and
meet new people. As a result, these platforms are open
and inviting by nature, which sharply contrasts with
walking into a bar and wondering if anyone will talk to you
or posting a selfie on Instagram and hoping people will
“like” it. When brands enter these spaces, or forge digital
communities of their own, they need to ensure they create
a welcoming atmosphere and tone that aligns with
modern consumers' expectations.

While consumers certainly won't abandon digital platforms that allow them to garner status, such spaces
will need to adapt to offer more personal connection and conversation. Meanwhile, we expect to see brands
across categories increase their marketing efforts in newer, competitive platforms that are focused on
providing these benefits.

IMPLICATIONS & OPPORTUNITIES

To make it casual for people to
hang out. On many of these
platforms, connecting is not a big
to-do. Users can often pop in and
out whenever works for them, and
see who is open to connecting.
Brands also need to make it easy
for people to come and go as they
please, so they can get the social
benefits without added stress of
feeling locked in.

To help consumers find their
corners within mass spaces.
Brands should go beyond what
their product/service is, and
facilitate connection by leaning
into who their consumers are and
what they value as a source of
common ground.

In marketing via social-first digital spaces, brands need to remember:

Anim
al Crossing: 

New Horizons
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https://adage.com/creativity/work/grubhub-animal-crossing-friendsgiving/2295751


//3. Turning On Screens
To Shut Out The World

Television and Paris aren’t the only means of escape consumers have sought since March.
Music has provided a soundtrack to transport listeners, whether it’s dancing along to Lady
Gaga’s "Chromatica" hits, or entering a dreamlike fairytale while listening to Taylor Swift’s two
new albums—both delightful surprises in a year with so many disappointing and disastrous
ones. Gaming has also seen a surge, as both avid gamers and newcomers find more time to
spend on screens, with Animal Crossing: New Horizons and PS5 at the top of the list of
impacts on the gaming industry this year. The former offers an escape to an island oasis
where no mysterious viruses or economic downfalls can bring down one's avatar, and players
act as congenial neighbors with kindness a key to playing. But we don’t even have to enter
other worlds to leave our current one, or utilize traditional entertainment means to find
escape; browsing homes on online retail marketplaces like Zillow lets consumers fantasize
about a different life, living in a mansion by the ocean or a cozy cabin in the woods—anything
but the same four walls they've been surrounded by for months. Farmhouses seem idyllic, too,
as “cottagecore” content on TikTok romanticizes life in nature; even though the great outdoors
is one of the safer spaces they can go, for most, living there is still a departure that offers a
chance to break free of the confines where they’ve been sheltering in place..

Netflix's "Emily In Paris"
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About six months after the U.S. became a coronavirus hot spot, consumers were bored and
restless, so they took a trip to Paris. Not literally—they traveled to France through "Emily in
Paris" (if you’re in the know, you read the title as a rhyme), a Netflix show they didn’t know
they needed. As much about the setting and culture of the city as it is about the characters’
storyline, the show falls prey to many of the usual stereotypes, including superficiality,
heteronormativity, and overall unbelievability. But in a year that has been unbelievable in
many of the worst ways possible, consumers are leaning into the distraction of watching a
20-something galavant around a beautiful foreign country. They can’t all kiss strangers in the
shadow of the Eiffel Tower, and that’s exactly why they want to escape to an alternate reality
to fantasize about what’s possible.

Top 10
most-watched streaming
shows according to Nielsen
data included "Emily in Paris"
for the week after its premiere,
surpassing established
favorites including "Grey’s
Anatomy" and "Criminal
Minds." (Variety)

https://www.latimes.com/entertainment-arts/music/story/2020-05-31/lady-gaga-chromatica-quarantine-protests
https://www.iheart.com/content/2020-07-24-taylor-swift-drops-new-album-folklore-dreamy-cardigan-music-video/
https://nymag.com/strategist/article/animal-crossing-new-horizons-review.html
https://www.nytimes.com/2020/11/19/style/zillow-surfing-home-listings.html
https://www.vox.com/the-goods/2020/8/3/21349640/cottagecore-taylor-swift-folklore-lesbian-clothes-animal-crossing
https://www.glamourmagazine.co.uk/article/emily-in-paris-escapism
https://variety.com/2020/tv/news/emily-in-paris-renewed-season-2-netflix-1234829053/
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75%
increase in gaming the
week of March 16th
compared to the previous
week. (Verizon)

copies of Animal
Crossing: New Horizons
sold by the end of March
2020. (The Guardian)

visits to Zillow’s mobile
apps and websites in Q3
2020, a 35% year-over-year
increase. (Millionacres)

views of #cottagecore
videos on TikTok. (TikTok)

IMPLICATIONS & OPPORTUNITIES
Consumers are looking for opportunities to escape the pandemic without leaving the safety of their homes, and
the entertainment mediums that can provide this getaway don’t have to be in the usual formats.

Consumers quickly tired of the “we’re all in this
together” messaging from brands that
dominated the beginning of the Covid-19
pandemic. They know we’re all in this; what
consumers really want from brands is the
chance to pretend like we’re out of it. Brands that
offer safe spaces for consumers (whether that
be through lavish luxurious fantasies or cozy
comforting idylls in their storytelling and
messaging) can thrill consumers with a moment
of otherness—as in, any other time than now.

While the pendulum for this type of light escapism will swing back to heavier genres eventually, be wary of taking it too far in the opposite direction—we
don’t expect that people will be craving movies, books, and TV shows about the pandemic anytime soon (and the productions Hollywood is slating to create
align with this). Once the masks are off, people will be looking forward to escaping not the present but the past; pandemic entertainment may be welcome
for the history books down the line, but consumers aren’t clamoring to see it on-screen in the immediate future.
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11million 2.8 billion 4.7 billion

Even though travel influencers are grounded—or at least restricted—their beautifully
curated content is still a top social media destination. Planning a future vacation or just
daydreaming about waking up somewhere else is a low-stakes way to escape the
repetition of the everyday. Brands can partner with travel influencers in unusual and
unique ways that can provide a green screen onto which consumers can project their
ideal scenario.

Gaming has been on the rise for years as it’s become a portal to widespread
entertainment, social connection, and even education. Brands can sponsor gamers,
promote products with avatars and ads within a game, or even build a virtual space of
their own—even a sponsored universe can be more fun and relaxing than our current one.

https://www.verizon.com/about/news/how-americans-are-spending-their-time-temporary-new-normal?AID=11365093&SID=66960X1516586X0da269351eba5624318aea7cf1f5521b&vendorid=CJM&PUBID=100085176&cjevent=8b76364a3a7411eb817300590a240613&cjdata=MXxOfDB8WXww
https://www.theguardian.com/games/2020/may/13/animal-crossing-new-horizons-nintendo-game-coronavirus
https://www.fool.com/millionacres/real-estate-investing/articles/what-zillow-and-redfins-q3-earnings-say-about-the-future-of-ibuying/
https://www.tiktok.com/tag/cottagecore?lang=en
https://www.fastcompany.com/90582075/how-covid-19-is-changing-what-movies-and-tv-shows-youll-watch-in-2021
https://www.usatoday.com/story/travel/2020/10/26/travel-influencers-flourishing-spite-covid-19-pandemic/5698421002/


//4. Values Statements 
    Are In Style

In a time when talking to strangers can be
difficult and even dangerous, consumers are
still finding ways to raise their voices.
Apparel and accessories (from hats to
masks to t-shirts) that make statements
for their wearers—with slogans, images,
and symbols broadcasting one’s values
and beliefs—are becoming increasingly
prevalent as consumers no longer want
to wait to be asked their opinions. 
Red hats may forever be associated with
President Trump’s “Make America Great
Again” tagline; face masks have repurposed
a quote formerly appropriate for bumper
stickers meant to warn off tailgaters to
address social distancing violators: “if you’re
reading this, you’re too close;” shirts, pins,
jewelry, and more depicting Ruth Bader
Ginsburg’s iconic dissent collar are for sale
across the internet. In years prior, consumers
wearing a t-shirt they purchased while
visiting Amsterdam or attending a Snoop
Dogg concert might be signaling they are
open to using weed; now, a consumer
wearing a “legalize marijuana” shirt is clear
about it. Covert signals have become overt

statements as a shift in society, led largely
by social media, has moved people to talk
about (and display) topics that were once
taboo, such as politics, religion, and drugs.

Thousands of women knit pink “pussyhats” to
wear to the 2017 Women’s March in an
outcry against Trump. In the nearly four
years since, we’ve bypassed the level of pop
culture savvy that was required to
understand this type of statement and
spelled our views out more literally. This year,
celebrities including Billy Porter, Mindy Kaling,
Oprah, Lizzo, Taylor Swift, Kerry Washington,
and more donned apparel encouraging
people to vote, and designers including
Michael Kors, Tory Burch, and Levi’s created
clothing to spread the message. Following
the murder of George Floyd, “Black Lives
Matter” masks started appearing across the
country—and there’s something particularly
symbolic about putting this phrase
physically over your mouth, proclaiming your
support while protecting others from the
Covid-19 virus, which has disproportionately
affected Black Americans in the U.S.
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https://www.glamour.com/story/the-story-behind-the-pussyhats-at-the-womens-march
https://www.usatoday.com/story/tech/reviewedcom/2020/10/19/where-buy-vote-merch-seen-taylor-swift-michelle-obama-and-more/3708393001/
https://www.vogue.com/slideshow/vote-merchandise-2020-election


// Consumers are seeking creative ways to
showcase their principles, whether it’s on
clothing or on social media. If it doesn’t make
sense for a brand to emblazon products with a
statement, they can do so on their social feeds,
amplifying not just their views but also the
voices of their consumers. And subtlety can
work in a brand’s favor too, like Patagonia’s line
of shorts with “vote the assholes out” stitched on
an internal tag; the line is a catchphrase of the
brand’s founder, referring to politicians who
ignore climate change.

Covid-19 apparel has also become popular, with glamour shots of Dr. Fauci or reminders to “stay the
f*ck home.” And when news surfaced of the USPS’s struggles this summer, merch to help save the postal
service became the hottest streetwear style.

IMPLICATIONS & OPPORTUNITIES

This rising style is correlated to two additional trends: consumers’ self-expression has become so wrapped up in
the causes and issues they care about that they feel the need to publicly display them, and a negativity around
materialism and conspicuous consumption right now (leading to a drop in sales of designer logos) that makes
them feel better to purchase a new item that helps them be an advocate, visually and/or financially. Even though
causes can seem fleeting (like the 2020 election), consumers see campaign apparel as being a part of history, to
be worn in the future as a badge of honor. Brands that donate proceeds of relevant products are seen as even
more in-step with consumers’ values. And in the future, it will be even more unmistakable what consumers stand
for. Within the next decade, broadcasting beliefs will be as common on our LinkedIn pages as sharing our location
and education. Instead of polarizing, this will be seen as an invitation to have informed and impactful
conversations. Brands that aren’t as forthcoming will lose their sway in culture and be seen as committing the
ultimate modern day sin: lacking in transparency and authenticity.

Apparel isn’t the only industry that can create statement pieces—nor is it the only industry that should
participate in the trend, election year or not.

12,759
units of the top three
most popular MAGA
hats sold per month on
Amazon. (JungleScout)

1
day for the Biden-Harris
campaign to sell out of
"Will you shut up,
man?" shirts after the
first presidential
debate. (Mashable)

46,600
"vote shirt" product
entries available for
sale on Etsy. (Etsy)

21,900
"Black Lives Matter
mask" product
entries available for
sale on Etsy. (Etsy)

900%
increase in Google
searches for "USPS
merch" during the
postal service crisis
between July and
August. (Ypulse)
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Brands also need to be prepared and have a policy
in place for instances when employees may not
agree with each other (or their employer) about
visible statements. Goodyear was both applauded
and condemned when an employee training slide
was leaked declaring that employees could wear
BLM and LGBTQIA+ apparel but not clothing
depicting sentiments such as All Lives Matter and
MAGA. The company stated that according to their
internal guidelines, the former is permissible in
support of equity rights, but the latter is not because
the display of political affiliations is not allowed.

https://www.businessinsider.com/patagonia-adds-political-message-to-clothing-tags-2020-9
https://www.vox.com/the-goods/2020/5/18/21259093/anthony-fauci-merch-fandom
https://www.timeout.com/usa/news/these-t-shirts-are-trying-to-save-your-favorite-restaurants-042320
https://www.highsnobiety.com/p/usps-merch-buy/
https://www.businessinsider.com/why-michael-kors-isnt-cool-anymore-2016-8
https://www.reuters.com/article/us-tiffany-results-competition-idUSKCN0YH2IV
https://www.junglescout.com/blog/campaign-merchandise/
https://mashable.com/article/biden-harris-campaign-merch/
https://www.etsy.com/search?q=vote+shirt
https://www.etsy.com/market/black_lives_matter_mask
https://www.ypulse.com/article/2020/08/21/politically-fueled-merch-is-all-the-rage-on-the-viral-list/
https://www.wibw.com/2020/08/18/goodyear-employees-say-new-no-tolerance-policy-is-discriminatory/


Pandemic culture has revolutionized one of the most personal canvases for self-expression: our
faces. On one hand, people rarely leave their houses, and when they do, mask mandates and
social distancing means that a large portion of their faces go unseen by others. On the other
hand, endless Zoom calls for work and socializing put people’s faces front and center. This
combination of emphasis and de-emphasis has given consumers, particularly Gen Z and
Millennials, creative freedom to explore and experiment with their looks, from investing in fancy
multi-step skincare routines to cutting one’s own hair to foregoing lipstick to focus on dramatic
eye makeup. Rather than viewing new (and even out of character) aesthetic choices as crazy or
weird, 2020 has applauded experimental looks as brave and playful; with so much going on in the
world, wearing bold makeup or putting a streak of bright color in one’s hair can be catharsis.

Beauty got the DIY treatment during the pandemic. This was partially out of necessity as salons
were shut down; partially out of boredom with just about everything else shut down, too; and
partially out of using our time at home to reinvent ourselves. Hair dye was one of the first
maximalist beauty expressions to take off during the pandemic; temporary hair color brand
Overtone sold out of fun colors including pinks, blues, purples, and greens. At-home haircuts also
gained popularity as an impermanent form of expression—sheltering in place has given people
confidence to finally get bangs or try a dramatic style they were too nervous to do when they saw
people at work or school every day. Multistep skincare tutorials also took off on YouTube and TikTok
as people researched ways to enhance their routine; extreme makeup videos saw the same, as
people entertained themselves by finally using the bright and bold colors in their eyeshadow
palettes usually reserved for special occasions (if used at all). If minimalism is about keeping 

//5. Beauty Experimentation
Leads To A Maximalist
Aesthetic
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204%
year-over-year increase
in eye makeup sales for
the 3-month period
ending June 28. 
(Business Insider)

https://abc7news.com/coronavirus-shopping-out-of-stock-hair-color-dye-items-selling/6095606/
https://www.harpersbazaar.com/beauty/skin-care/a33470633/hyram-yarbro-skin-care-routine/
https://www.beautyindependent.com/five-breakthrough-skinfluencers-to-follow-on-tiktok-right-now/
https://www.businessinsider.com/eye-makeup-sales-rise-lipstick-dips-due-to-mask-wearing-2020-8


// Consumers are experimenting with
maximalism and brands can, too. Brands can
get funky with new beauty products or show
how to revamp existing ones to allow for more
room to play. Collabs can give cross-industry
companies access to this space, like iconic
‘90s brand Lisa Frank partnering with modern
makeup brand Morphe to produce a neon
palette and application tools. User-generated
content shows consumers taking it to the
absolute max by transforming their faces into
Lisa Frank’s brightly colored animal characters
with the limited edition makeup. 

things simple, maximalism is about putting things on display, and in 2020 consumers were
desperate for more bright and shiny things to bring them joy. It might seem ironic that staying
in gave people the green light to go all out, but now that they’ve tasted the freedom of
experimenting with bold new looks, they’ll keep trying, even after DIY is no longer a necessity.

IMPLICATIONS & OPPORTUNITIES

When it comes to beauty
treatments, we’re trying to do
them all ourselves, from
coloring our hair to painting our
nails. Brands can create how-
to videos for beginners seeking
guidance, and think of what
other services (in and out of
the beauty space) can be
offered online during this time
when in-person experiences
are kept to a minimum.

Experimenting with new hair and makeup isn’t just about looking good, it’s about feeling good. Even non-aesthetic brands
can find a way to promote this benefit through various products.

23%
views of #MaskMakeup
 on TikTok. (TikTok)

increase in sales of hair
coloring products in the first
quarter of 2021 compared to
last year. (Glossy)

The maximalist, experimental beauty trend is still on the upswing as we prepare for a
winter spent bundled up at home even more so than usual. With the financial
uncertainty of the unstable economy, treating oneself to fun new beauty products can
be an affordable splurge that makes consumers feel good in a time when positivity is
priceless. Once the pandemic is over and we’re allowed to convene in-person again, 
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Self-expression and self-care are tied
together, and during the pandemic
we’re in particular need of the latter
which can be aided by the former.
Beauty and personal care brands are
promoting mental health benefits, like
Kiehl’s offering “Mask and Meditate”
sessions where they partnered with
wellness brand Inscape to host live
meditation sessions on Instagram,
encouraging viewers to apply a Kiehl’s
mask and enjoy a moment of
maximalist feel good “me time.”

Brands outside of the
personal care space can still
contribute to consumers
looking for new ways to look
good at home. Snapchat
expanded its famous filters
from phones to laptops with
its Zoom integration, allowing
users to add filters to do their
makeup, change their hair
color, don a unicorn horn, or
turn into a dancing pickle.

we’ll be so excited to show off our newfound winged eyeliner skills, blue hair streaks, and
at-home mani talent that we’ll continue to seek wilder looks to consistently up the ante
and challenge our friends to top us, so we’ll start going back to the salon for inspiration
and to learn from the professionals.

58million

https://www.glamour.com/story/morphe-lisa-frank-makeup-collab
https://www.instagram.com/p/CIbSE6bJwAg/
https://www.tiktok.com/tag/maskmakeup?lang=en
https://www.glossy.co/beauty/as-at-home-hair-dye-surges-brands-are-strategizing-to-keep-new-customers/
https://www.glossy.co/beauty/quarantines-new-it-influencers-meditation-teachers/
https://finance.yahoo.com/news/snapchat-filters-zoom-162401386.html


//6. Psychedelics Reach 
    A Tripping Point

Billionaire investor Peter Thiel, "Shark Tank" persona Kevin O’Leary, and Toms shoes
founder Blake Mycoskie have a lot in common when it comes to their entrepreneur-
ship: they’ve all invested in psychedelics. The intention isn’t to create a party club—
the goal of their investments is to produce treatment for mental health struggles
including anxiety, depression, PTSD, and even addiction. While this may seem
counterintuitive, there is growing promise in studies of the use of psychedelics for
improving these conditions. And it’s not just fanciful hedge funders and experimental
scientists promoting the positive perks of so-called party drugs; voters in Oregon
and Washington D.C. approved measures to decriminalize drug possession and
allow for the therapeutic use of psychedelic mushrooms (psilocybin), and a
California lawmaker has announced his intention to introduce similar legislation in
January 2021.

Microdosing, or consuming very small amounts of psychedelics to induce various
states such as feeling focused, creative, and present—but not high—started to
appear in the more mainstream cultural lexicon within the past few years. The term
had been rising in Google search trends for a few years, helped along by Silicon
Valley startups, then starting to expand beyond that culture. In 2018, a book featuring
the potential for psychedelics to treat various conditions ("How to Change Your
Mind: What the New Science of Psychedelics Teaches Us About Consciousness,
Dying, Addiction, Depression, and Transcendence") became a New York Times
number one best seller. Early this year, before the pandemic took over every U.S.
media outlet and social media platform, Gwyneth Paltrow’s Netflix show "The Goop
Lab" included psychedelics in its exploration of “challenging wellness topics,” sparking
both interest and controversy. These modern forays into illicit substances are not
meant to remove users from reality but to help them cope with it; rather than
creating a health crisis, they are attempting to solve one.
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https://finance.yahoo.com/news/wall-street-eyes-mental-health-as-the-next-great-growth-story-132619645.html?guccounter=1
https://www.cnbc.com/2020/11/23/peter-thiel-backs-psychedelics-startup-atai.html
https://slate.com/news-and-politics/2020/11/oregon-washington-dc-shrooms-psilocybin-decriminalized-measure-81-109-mushrooms.html
https://www.thecut.com/2018/05/microdosing-guide-and-explainer.html
https://trends.google.com/trends/explore?date=today+5-y&geo=US&q=microdosing
https://www.rollingstone.com/culture/culture-news/how-lsd-microdosing-became-the-hot-new-business-trip-64961/
https://www.independent.co.uk/voices/lsd-microdosing-california-silicon-valley-california-drugs-young-professionals-a8259001.html
https://www.nytimes.com/2018/05/14/books/review-how-to-change-your-mind-psychedelics-science-michael-pollan.html
https://www.rollingstone.com/culture/culture-features/gwyneth-paltrow-goop-lab-netflix-941830/


// While it may not make sense for all brands to jump on the magic mushroom ride,
they can assist in helping solve the root of the problem: the mental health crisis.
Providing access to information and care is important, as is simply addressing the
problem instead of pretending it doesn’t exist. Personal care brand Harry’s
partnered with DoSomething.org for a campaign encouraging young men to talk
about mental health and build self-care into their routine. At the foundation,
consumers need emotional and community support.

The mindset around drugs is shifting nationwide, starting with weed and
expanding to other substances. Brands have an opportunity to show a progressive
stance by being open to the legalization of psychedelics. Supporting legislation
that is intended to in turn support the mental wellbeing of society is an important
form of assistance.

IMPLICATIONS & OPPORTUNITIES

Just 10 years ago marijuana was illegal in all 50 states, but today it is fully illegal in only six
states; it’s not so hard to envision a future where psychedelics find a legitimized route to
medicinal and even recreational use. As psychedelics progressively lose their “party drug”
reputation, their applications can be seen as a benefit to society rather than a burden—
instead of tempting users down a path of demons and addiction it will help them reverse
such a journey. New forms of psychedelic therapy are on the horizon, with a small but vocal
cadre of investors and lawmakers leading the charge to a more enlightened—and more
simply, a less depressed—society.

Stigma around mental health is declining, and it’s leading to a decline in the stigma around
new treatments for it, too. Whether from a scientific or emotional angle, helping people through
their struggles is no longer taboo.

68%
of adults support the
legalization of marijuana,
a record high. (Gallup)

16
U.S. states (including
Washington D.C.) have
legalized recreational use
of marijuana. 
(Addiction Center)
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raised by the Multidisciplinary
Association for Psychedelic
Studies to make approval of
MDMA-assisted psychotherapy
a reality in the U.S., Canada and
Israel and to start the
commercialisation of this
treatment. (Founders Pledge)

$30
million

1 in 4 13- to 36-year-olds
think marijuana is VERY
effective at treating pain
or anxiety. (Ypulse)

https://www.forbes.com/sites/afdhelaziz/2020/04/14/how-dosomethingorg-and-harrys-are-tackling-mental-health-for-young-men/
https://disa.com/map-of-marijuana-legality-by-state
https://news.gallup.com/poll/323582/support-legal-marijuana-inches-new-high.aspx
https://www.addictioncenter.com/news/2020/11/states-legalized-marijuana/
https://founderspledge.com/stories/psychedelic-assisted-mental-health-treatments-executive-summary
https://www.ypulse.com/article/2019/05/07/over-half-of-gen-z-millennials-think-this-is-a-more-effective-anxiety-treat/


While Covid-19 has driven many urbanites to suburban and rural environments in search of
more spacious accommodations to social distance and shelter-in-place, cities are far from
over. Rather, the pandemic has provided a chance to reimagine how cities can function in a
post-Covid-19 world to address the economic and environmental crises, and provide a
better quality of life. In particular, mayors of Barcelona, London, Melbourne, Paris, Portland,
and more are proposing “15-minute cities” as a necessary recovery plan. According to this
concept, almost all of a resident’s needs, including living, work, retail, and amenities, should
be available within 15 minutes by foot, bike, or public transit in order to reclaim time,
community, and wellbeing for people and the planet.

Specifically, 15-minute cities would boast more car-free streets to allow for more pedestrian
and bike lanes, greenery and public squares, and mixed-use spaces. Take for instance
Barcelona, which is converting one-third of central streets into car-free green spaces, or
Paris, which will make 650 kilometers of bike lanes permanent post-pandemic. These shifts
are increasingly possible as work from home has challenged the notion that cities need to
be separated into distinct areas for working and living. As a result, downtown districts are
poised to become decentralized and replaced by more micro communities.

//7. Cities Aren't Dead;
They're Going Through
A Metamorphosis
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Paris En Commun

https://www.c40.org/other/agenda-for-a-green-and-just-recovery
https://www.dezeen.com/2020/11/19/barcelona-eixample-masterplan-streets-green-space/#:~:text=Barcelona's%20city%20council%20has,spaces%20to%20tackle%20air%20pollution
https://www.forbes.com/sites/carltonreid/2020/04/22/paris-to-create-650-kilometers-of-pop-up-corona-cycleways-for-post-lockdown-travel/?sh=4d2422a654d4


//
In the future, as people have more of what they need nearby, they
can invest more time and money into supporting their local
community. This concept would also help temper the widening
economic gap between the haves and have nots, particularly as
plans for 15-minute cities tend to include affordable housing, and
as part of this concept, all zones within a city would have the

IMPLICATIONS & OPPORTUNITIES

From an infrastructure standpoint, brands can sponsor
bike share programs, parks, recreational spaces, facilities
for community gathering, etc. While many brands do this
already, the emergence of 15-minute cities will only
heighten consumers' focus on the local community, and
thereby increase the importance for brands to play a part.

As 15-minute cities depend on flexible, mixed-use spaces,
brands with physical outposts should emphasize their
stores as community gathering spots versus just a
destination for commerce. For instance, in the future,
retailers could become coworking companies in their own
right by letting remote workers book areas within their
shops. Just as many retailers converted their stores into
voter registration hubs ahead of the 2020 election, we
expect brands with physical outposts to increasingly open
up their doors to help do good for their local community.

Brands across all industries can play a critical role in helping revamp cities, which would not only
create a better way of life for urbanites, but also society as a whole by improving the urgent
economic and environmental crises.

Big brands should consider how they can help
support small and/or local businesses so that
everyone benefits. For instance, imagine a QSR
doing a limited-time collaboration with a family-
owned eatery.

Brands should incorporate local pride in their
physical outposts, so that visiting each location
feels special to that particular place. Take
inspiration from Target's small-format stores, which
feature art from local creators, or beauty brand
Aesop, which makes the design of each store
different to reflect the nearby environment in which
it's located, and uses local designers and architects
to create each concept. Brands that take this
approach convey they want to celebrate each
local neighborhood, rather than encroach on it.
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same types of access within 15 minutes, rather than lower-income
residents being able to afford only places farther away from these
benefits. Moreover, with less need to travel on a daily basis, and
increased ability to get around in eco-friendly ways, cities can
drastically reduce their carbon emissions, and residents can
spend more time enjoying their greener environment.

Dublin Chamber:

https://www.businessinsider.com/retailers-voter-registration-saks-fifth-avenue-foot-locker-2020-election-2020-9
https://chainstoreage.com/store-spaces/targets-small-format-stores-showcase-locally-designed-art#:~:text=Target%20Corp.%20is%20drawing%20on,format%20locations%20across%20the%20nation
https://www.optionstheedge.com/topic/haven/aesop-store-design-speaks-sensitively-local-surroundings-honouring-neighbourhoods-and
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Ephemeral Content Will Keep Gaining Popularity

3

Ephemeral content is something that is available only for a short duration and disappears 

afterwards. Instagram and Snapchat Stories are perfect examples of this type of content.

Today, people’s attention spans are short and the way they like to consume content has 

also changed. This is why content formats like Stories have become popular. They are short, 

engaging, and addictive in a way that people can spend hours scrolling through one Story 

after another.

This is evident by the substantial rise in Instagram Stories’ daily active users, as shown 

below.

Marketers have taken notice of this trend and will continue to leverage it to their advantage. 

According to this recent report by Hootsuite, 64% of marketers either already have 

incorporated Instagram Stories into their strategies or plan to. 

Image Source: Statista

in collaboration with

https://www.statista.com/statistics/730315/instagram-stories-dau/
https://hootsuite.com/pages/social-media-trends-report-2019
https://influencermarketinghub.com/instagram-stories-hacks/
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Another study suggests that brands post a Story once in four days, again, proving the point 

that these are getting more and more popular.

Niche Social Platforms Will Perform Well

Facebook and Instagram have long dominated social media as the largest and most 

popular platforms. However, in recent years, several other niche social media platforms 

have not only emerged but have significantly risen to fame. 

TikTok, for example, is one such platform that started in 2016 and immediately gained 

popularity among youth. B2B companies prefer LinkedIn for their social media initiatives, 

while the gaming community flocks to Twitch. There are several such alternative social 

media platforms that are gaining popularity and will continue doing so in 2020 and beyond.

Here are some of the most popular social media platforms by the number of users or 

registered accounts.

Image Source: Socialinsider

in collaboration with

https://www.socialinsider.io/blog/instagram-stories-research/#month
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Instagram May Remove Likes

Instagram is one of the largest social networks and any major changes implemented here 

can shape the social media landscape. One such major change is the possibility of 

Instagram removing the likes feature for posts.

Instagram has recently tested this proposal in a beta test and may soon apply this change 

globally. The logic that it has given is that likes determine a person’s social value and 

waiting for such validation is detrimental to people’s mental health. 

Image Source: Statista

in collaboration with

https://www.statista.com/statistics/272014/global-social-networks-ranked-by-number-of-users/
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Social Commerce Will Expand

Social media platforms like Instagram, Pinterest, and Facebook have long been used by 

brands to sell their products. Social commerce has become a new retail avenue for brands 

and this trend is only going to get stronger.

However, there are a lot of people who outright reject the reason and think that Instagram 

wants to implement this change to earn more. Brands pay enormous sums of money to 

influencers to promote their products. None of this money goes to Instagram. In fact, 

influencer marketing has become so popular that brands are moving away from traditional 

marketing methods like advertising.

If Instagram removes likes then brands won’t be able to measure the direct impact of their 

campaigns as easily as they do now. This might encourage some brands to invest in 

Instagram Ads as they can easily track the ROI for those.

A scenario where Instagram successfully removes likes and gets more marketers to move 

to their ads feature could be transformative for social media marketing. This will not only 

affect influencers but may also encourage other social networks to make such moves.

in collaboration with
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Video Content Will Dominate

Video content is one of the most engaging forms of content and will soon dominate the 

social media a clear winner over all other types of content. Whether it is short-form videos 

like those popular on TikTok or Stories or long-form content on YouTube, videos are the 

future of social media content.

According to a Cisco study, by 2022, 82% of all online content will be video content. This 

clearly shows how important it is to start utilising video content to stay relevant in the social 

media domain.

Social commerce is well on its way to becoming a mainstream retail channel on par with 

other mediums like websites and offline stores. This trend will strengthen further with more 

and more social networks introducing pro-selling features like shoppable posts.

From shoppable posts to Instagram Storefronts, social networks are continuously evolving 

to become retail platforms. Brands and marketers will leverage these and incorporate social 

commerce in their sales strategies.

in collaboration with

https://www.cisco.com/c/en/us/solutions/collateral/service-provider/visual-networking-index-vni/white-paper-c11-741490.html


8

Technology Adoption Will Be at an All-Time High

Social media will see a rise in the adoption of technologies like augmented reality (AR) and 

virtual reality (VR). As these platforms grow, users will demand better and more engaging 

experiences and these technologies can make that happen.

Facebook is already taking huge steps in this direction with the introduction of Horizon, 

their social virtual reality world. This is a kind of virtual world where people can connect, 

play games, and explore. This is the next level of social connection and could very well be 

the future of social media.

While the adoption of VR in social media might still be at an extremely nascent stage, the 

If you’re not currently creating videos, it is time that you include it in your content strategy. 

In the near future, videos will dominate social media and anyone who doesn’t realise that 

will have a tough time.

You can start by using features like Stories both for your social media content and for 

advertisements. You can also add videos to your social media posts, even on platforms that 

were traditionally dominated by image or text content.

in collaboration with

https://www.oculus.com/facebookhorizon/?locale=en_US
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Influencer Marketing Will Continue to Soar

Influencer marketing is not a new trend, but it is one that is going to stay for a while. Social 

media today is dominated by influencers who are getting paid exorbitant amounts to 

promote brands. 

The adoption of this trend can be seen from both perspectives. One can be seen by the 

sheer rise in the number of influencers on social media. Second can be seen by the 

increase in marketing spend on influencer marketing by businesses.

Investing in influencers is much cheaper than running paid ad campaigns and yet it delivers 

good results. Moreover, influencers can help marketers achieve a variety of marketing goals 

and not just generate leads. These are the two main reasons why it has become so popular 

and is continuously getting stronger and bolder.

Marketers are not just collaborating with 1-2 influencers now, but are working with a whole 

network of small, relevant, niche influencers. This kind of influencers get much higher 

engagement and cost much less. Going forward, more and more marketers will use this 

strategy and work with multiple smaller influencers instead of one celebrity.

same can’t be said for AR. Augmented reality filters are now being used on several major 

platforms like Snapchat and Instagram. These were introduced as a means to enhance the 

visual content shared on social media and are widely popular.

More Regulatory Control and Legal Scrutiny

While there are numerous benefits of social media, there are certain negatives that have 

come to light in recent years. Data privacy and security are two such issues that have made 

the headlines for social networks like Facebook.

in collaboration with

https://influencermarketinghub.com/the-science-future-of-influencer-marketing/
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Social media can be very easily used to gather information about anyone and misuse it. 

There are allegations that certain social networks even sell their user data to other 

companies.

In light of this, social networks and regulatory bodies will tighten their norms and put more 

policies in place. Social media is considered unsafe by many people and it would be in 

everyone’s best interest to change that. So, be ready for more regulations and restrictions 

on all platforms.

Higher Adoption of Augmented Reality

Augmented reality enhances our reality by adding digital elements to it and changing the 

way things actually look. Social media platforms have found interesting use cases for this 

technology and have started leveraging it in recent years.

Instagram, for example, uses augmented reality for its numerous photo filters. Have you 

seen those filters that can add makeup to your face or a sunglass or bunny ears? That’s 

nothing but an application of augmented reality for social media.

in collaboration with
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This trend, though heavily popularised by Instagram and Snapchat, will be adopted by 

other social media platforms in the coming years. Facebook, for example, launched AR 

filters before Instagram, but they got popular later. Facebook is also experimenting with 

other AR and VR functionalities and will come up with more applications of these 

technologies in the future.

The applications of AR on social media are not limited to just photo filters to post fun posts 

and stories. Brands can also leverage augmented reality to provide better shopping 

experiences to their customers.

Sephora, for example, is a beauty brand that has long used AR to allow their customers to 

try on makeup before buying. While this capability has been on their mobile app for a long 

time, they have recently also launched it for Facebook.

Now, users can try on Sephora products via Facebook Messenger, using augmented reality 

filters. This helps people make better purchase decisions, while also having a unique 

shopping experience.

Augmented reality can have a lot of potential social media applications for brands. And, this 

trend will be further driven by social media platforms’ continuous efforts to add more AR 

functionalities.

in collaboration with
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Increase in the Use of Social Media
for Customer Service

Social media has traditionally been a place for people to connect with their social networks 

and share photos and videos. However, those days are long gone and social media is now 

so much more than just that.

It has become a retail platform, a 

product discovery platform, and now, 

even a customer service channel. A lot 

of brands have started recognising 

social media networks as platforms for 

delivering customer service.

This transition happened gradually as 

brands started noticing that a lot of 

customers try to reach out to them on 

social media. This may be because of a 

lack of response on other channels or 

just because it was a more direct way 

to reach the brands.

It goes without saying that brands started responding to such messages and directing 

those customers to the right channels.

Fast-forward a few years, and imagine the number of such interactions growing multifold. 

It’s not just some one-off cases where customers post their questions or complaints on 

social media and brands respond. Now, it has become a significant enough customer 

service channel for brands to recognise it as one.

And, it is one of the most important customer service channels, owing to the massive 

repercussions of not handling a customer well in front of other users. So, it becomes all the 

more important for brands to handle these customers well.

in collaboration with
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Personalisation Will be Paramount

Personalisation is a global consumer trend that has been there for several years now. 

However, it is still a recent one when it comes to its adoption for social media.

Some might argue that brands can’t exactly personalise their social media content for 

different consumer segments. True. But, they can still customise their social media ads for as 

many target segments as they like.

The key aspect where businesses and marketers are leveraging the personalisation trend is 

in their delivery of social media ads. Social media platforms have started providing 

advanced targeting and customisation options for marketers. These let you show the right 

ads to the right people at the right times.

Personalisation has reached a level that these social media platforms now also understand 

the type of products you like. And, they show you ads for similar products from different 

brands.

Don’t believe me? Try checking an ad, any ad, on Instagram. Within minutes, you will see 

ads for similar products all over your feed. The more ads you click on, the better it will 

understand your online behaviour and preferences. And, the next thing you know, all of 

your Instagram ads will be personalised and curated to your tastes.

Local Targeting Will Become More Prevalent

Just like local SEO is for local brands who want to get more organic traffic, local targeting is 

the counterpart for social media. A lot of brands use location-based targeting to reach out 

to and attract people from a specific geographic location.

One common way in which brands attract a local audience is by geo-tagging their posts 

and stories. If you add a location to your social media content, it will automatically draw-in 

a local audience.

in collaboration with
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Social platforms like Instagram provide the option to search for posts from nearby places or 

specific locations. If you add locations to your content, it will show up in these search 

results, helping local people find your brand and content.

Geo-targeting works especially well for promoted posts or tweets as these platforms help 

you target the right audiences.

For example, if you use the “boost post” option on Facebook, you can also select the 

locations that you want to target. Facebook will show your posts to users in those locations.

Brands can also use geo-targeting to get more people to attend their local conferences 

and brand events. Or, they can use location filters in their social media ads, to advertise 

only to a relevant, local audience.

There are a lot of benefits of location-based targeting on social media and you simply need 

to know how to leverage it.

in collaboration with
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More Brands Will Incorporate Social
Listening into Their Strategies

Social media is a goldmine for data and insights that businesses can use to refine their 

social strategies. And, with the launch of so many social listening tools, it has become very 

easy for anyone to access these insights.

Given the ease with which you can tap into social conversations to draw meaningful 

insights, social listening has made its way into every marketer’s strategy. Brands and 

marketers are using it for a variety of use cases.

From understanding the impact of a social media campaign to understanding how people 

perceive a brand, you can get a lot of information using social listening. This has made 

social listening an integral part of most marketers’ social media strategies.

There are a lot of social media listening tools that you can use for this purpose, so start 

experimenting and find the one that you like best.

User-Generated Content Will Continue to Be Popular

Brands leveraging user-generated content is not a new trend but is a trend that is still going 

strong and will continue to do so. The only thing that has changed is the rate of adoption, 

with more and more marketers utilising UGC.

Some brands, like Daniel Wellington, motivate their customers to create content and tag the 

brand for a chance to get featured on their page. Some, like Olay or Dove, run relevant 

marketing campaigns that encourage people to submit their entries to be a part of the 

campaign.

Some brands, like Airbnb, completely rely on user-generated content for their social media 

content.

in collaboration with
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No matter how you want to leverage UGC, you should have a place for it in your content 

mix. User-generated content is free and is considered much more authentic than branded 

content. It can help your brand seem more trustworthy and can do wonders for your 

image.

So, if you have never experimented with user-generated content for your social media 

profiles, it’s time that you start using it.

The Rise of Social Media Communities

While this is not something new, it is definitely something that is becoming more popular 

now than ever before.

Social media communities are basically social groups that are created by brands to provide 

a networking platform for their customers. These are usually private groups that 

like-minded people can join to talk about their shared interests.

in collaboration with
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Facebook Groups are a brilliant example of such social communities. Many brands utilise 

such groups to bring all of their existing and prospective customers together and engage 

with them in a meaningful way. Group members can discuss various topics, share their 

experiences, and seek solutions to their challenges.

Brands can also utilise their social media communities to launch new products, seek 

customer feedback, and gain valuable customer insights.

Check out this “Women Who Travel” Facebook group by Conde Nast, for example. They 

created this group for women travellers to discuss their travel stories, seek advice, and a lot 

more.

in collaboration with
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These are some of the trends that will dominate the social media landscape in 2020 and 

beyond. Leverage these trends to your advantage and stay ahead of your competitors.

Social media is a dynamic and competitive space and these trends can help you ace your 

social media game. So, keep abreast of the latest developments around these themes and 

use these for your social media initiatives.

Brought to you by:

in collaboration with
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Global display ad spend growth rate, including  social, will be 
twice as fast vs. overall digital growth in 2020





of marketing teams spend at one 
third or more of their marketing 
budget on social advertising

of advertisers spend the most on 
Facebook

of advertisers spend the most on 
Instagram



What percentage of your overall marketing 
budget is currently dedicated to social 

media advertising?

Do you feel your social media advertising 
and creative teams collaborate effectively 

in all stages of the marketing process?

3%
11-20%

23%
21-30%

30%
31-40%

32%
41-50%

11%
51-75%

1%
76-100%

71%
YES

29%
NO



Say that their media advertising and 
creative teams will work together 
more closely in 2021





Facebook Instagram Twitter LinkedIn TikTok Pinterest Snap



Facebook Instagram Twitter LinkedIn TikTok Pinterest Snap

Increase spending Decrease spending No change/Does not apply



of advertisers are interested in 
automating at least part of this 
process.

of advertisers say that their social 
advertising involve time consuming 
manual processes 



Yes — we automate this process sufficiently and successfully

Yes — we automate at least part of this process, but it needs improvement

No — but we are interested in automating at least part of this process

No — and we are not interested in automating any part of this process



Our social media advertising and creative teams will work together more closely

We will spend more on social media advertising in general than we did in 2020

We will expand our marketing team to better manage social media advertising

We will manage social media advertising in-house

Our marketing team’s KPIs will change

We will invest in more robust social media advertising tools



Head Brand Marketing & eCommerce, Major Global 
Athleisure Brand Director Brand Marketing, Major Global Denim Brand

Director Digital Marketing & Advertising, Major US 
Department Store Chain 

Director eCommerce, Major US Electronics Chain
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Introduction Methodology
GlobalWebIndex's Social Media flagship report provides the most important 

insights on the world of social media, from keynotes on how attitudes are changing 

to the very latest figures for social media engagement. This is done with a particular 

focus on how COVID-19 is impacting key trends.

This report focuses on:

 � Post-COVID perspectives on 
social media – how has the 

pandemic built upon or reversed 

key attitudes toward social media?

 � The social media landscape – 
which social platforms are most 

popular, and have made the most 

headway in recent months?

 � Social media behaviors – how 

have social media behaviors 

changed over the last year and 

since the outbreak?

 � The social purchase journey – 
how is the momentum for social 

commerce looking, both before 

we started seeing the pandemic’s 

impact on media habits, and 

since?

All figures in this report are drawn from GlobalWebIndex’s online 

research among internet users aged 16-64. We only interview 

respondents aged 16-64 and our figures are representative of the 

online populations of each market, not its total population. Note that 

in many markets in Latin America, the Middle-East and Africa, and the 

Asia-Pacific region, low internet penetration rates can mean online 

populations are more young, urban, affluent and educated than the 

total population.

Each year, GlobalWebIndex interviews over 688,000 internet 

users aged 16-64 via an online questionnaire for our Core dataset. 

A proportion of respondents complete a shorter version of this 

survey via mobile, hence the sample sizes presented in the charts 

throughout this report may differ as some will include all respondents 

and others will include only respondents who completed 

GlobalWebIndex’s Core survey via PC/laptop/tablet.

When reading this report, please note that we use a mixture of 

different research:

QUARTERLY GLOBAL RESEARCH 

We use our quarterly global data across 46 markets to lay out the 

trends apparent in the social space before the pandemic’s effects on 

media habits could be fully observed (January-March 2020).

CUSTOM CORONAVIRUS RESEARCH 

Figures referring to our COVID-19 research are drawn from Wave 

4 of a custom recontact study fielded in 20 countries between May 

19-26 2020. Countries included Australia, Brazil, Belgium, Canada, 

China, France, Germany, India, Ireland, Italy, Japan, New Zealand, 

the Philippines, Poland, Romania, South Africa, Singapore, Spain, the 

UK and the U.S. We also reference our first three waves of research, 

fielded between March 16-20 in 13 countries (Wave 1), March 

31-April 2 in 17 countries (Wave 2), and April 22-27 in 17 countries 

(Wave 3). Our custom data considers where the pandemic has 

advanced or undercut key trends.

CUSTOM RECONTACT RESEARCH 

This research was conducted throughout April-June 2020 in the UK 

and U.S. only and develops on key findings from our global and 

coronavirus research.

INDEXES 

Throughout this report we refer to indexes. Indexes are used to 

compare any given group against the average (1.00), which unless 

otherwise stated refers to the global average. For example, an index 

of “1.20” means that a given group is 20% above the global average, 

and an index of “0.80” means that an audience is 20% below the 

global average.

CHINA 

China is excluded from most of the global charts featured in this 

report which track specific/named platforms, though we do have a 

dedicated section to it on page 23. This is due to the unique nature 

of the Chinese social media industry, which maintains its own diverse 

ecosystem of homegrown social platforms and has official restrictions 

on many global social services. For additional detail on social media 

usage in China, please consult our China Market Snapshot.
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Key Insights

01 02 03 04 05
Social media has become the 
bedrock of our digital news 
habits.

Staying up-to-date with news and current 

events is the most commonly cited 

reason for using social platforms, and the 

COVID-19 pandemic has accelerated the 

global trend of relying on these sites for 

information updates. 

Digital consumers are using 
social media for entertainment 
purposes on a greater scale than 
before the outbreak.

But recent events have given the more 

“social” elements of social media a new 

lease of life. 

Younger consumers are 
understandably using social 
media, messaging services and 
apps more due to the outbreak.

But there are signs of Gen Z reverting 

back to old usage habits, as baby 

boomers continue to diversify their 

behaviors over the course of the 

pandemic. 

Many younger consumers have 
taken to livestreaming in the last 
few months.

The question is whether livestreaming is 

a likely post-pandemic game changer for 

certain industries. With 23% of consumers 

planning to continue watching more 

videos post-outbreak, the future of 

livestreaming looks promising. 

Social media ads have 
brought consumers closer to 
brands during the pandemic, 
but closing sales remains a 
challenge.

With only 13% saying a "buy" button 

would most increase their likelihood of 

purchasing, it’s clear that an uncommitted 

approach to social commerce won’t be 

enough to put the spending wheels in 

motion. 
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Social

Post-COVID perspectives 
on social media



Question: What are your 

main reasons for using 

social media? (To stay 

up-to-date with news and 

current events) 

Source: GlobalWebIndex 

Q1 2020 

Base: 143,232 internet 

users aged 16-64

Social media has become the bedrock of our 
digital news habits. Staying up-to-date with the 

news is the leading motivation for using social 

media across all age groups except Gen Z; and 

all regions except Europe and North America. 

Though their reasons for using social media 

are more varied, Gen Z place a similar level of 

importance on reading the news as their older 

counterparts, with just two percentage points 

separating them and other age groups.

Since Western online populations tend to have 

a greater representation of older age groups, 

staying in touch with friends takes the top spot 

on their list. But the pandemic has accelerated 
the global trend of reading news stories on 
social media, even among those lagging 
behind: in April, as many as 6 in 10 Gen Zs 

reported using it to keep up-to-date with news 

during the outbreak. 

Trust does remain an issue: 47% of all internet 

users use social media for news updates, yet 

only 14% deem it the most trustworthy source. 

But these sites are used far more than updates 

from health organizations (29%), despite more 

people trusting them (34%). 

When looking for information, many want the 

fuller picture and to take part in discussions 

around it. Even fighting the “infodemic” is 

presented as something to do collectively via 

social media, rather than a reason to avoid 

it. News is therefore a well-embedded and 
increasingly important aspect of the online 
social experience. 

News and narratives

Staying up-to-date with news 
and current events is the most 
commonly cited reason for 
using social media 

SOCIAL MEDIA MAKES THE WORLD'S NEWS GO ROUND
% of global internet users in each demographic who say staying 

up-to-date with the news is a main reason for using social media 

32%

Asia Pacific Europe Latin 
America

Middle East 
and Africa

Gen Z
(aged 16-23)

Millennials
(aged 24-37)

Gen X
(aged 38-56)

Baby boomers
(aged 57-64)

North 
America

41% 51% 43%

34% 36% 37% 36%

34%

REGION

AGE GROUP

EXPLORE DATA
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• TREND IN ACTION •

Responsibility in the hands of the provider

Social media moves and shapes the public dialogue, 
and companies operating within it are responding 
more to their impact on society. One reason for this 

is the general public and government authorities 

demanding that they be held more accountable for 

the information circulated on their sites. For example, 

President Trump signed an executive order aiming to 

undermine the legal shield that protects social media 

companies from liability for user-created content. 

Social media’s top players have responded to these calls 

to action: Facebook is notifying users about sharing 

outdated news stories, and is trialing a new offering 

of media literacy tips to help them recognize truthful 

and misleading headlines. Likewise, Twitter recently 

announced it will be asking users to open links and read 

articles before resharing them. 

This all shows the burden of responsibility shifting in 
the direction of social media companies. If successful, 
these steps will encourage higher levels of trust in the 
online social space more generally.

The great thing about the Internet is everyone can be a publisher. The really 
bad thing about the Internet is everyone can be a publisher.

Steven Brill, CEO of NewsGuard
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Question: What are your 

main reasons for using 

social media?  

Source: GlobalWebIndex 

Q1 2020 

Base: 37,418 Gen Z aged 

16-23, 64,945 millennials 

aged 24-37, 57,866 Gen 

X aged 38-56 and 15,316 

baby boomers aged 57-64

In 2019, we noted that social platforms were 

starting to look like entertainment hubs, with 

finding entertaining content ranking as the 

third-most important reason for using social 

media and the motivation showing the most 

growth. Since then, the portion of the online 

population using social media for this purpose 

has remained consistent. 

Staying in contact with friends has dropped 

nine percentage points between 2017 (42%) 

and 2020 (33%). Sharing photos or videos has 

also decreased gradually as a motivation for 

using these sites over the past few years. These 
are signs that social media has become less 
about connecting and sharing than consuming 
content.

But COVID-19 has shaken this up. With 

more time on their hands, digital consumers 

are using social media for entertainment 

purposes on an even greater scale than before 

the outbreak. Equally important though, is 
the impact recent events have had in terms 
of breathing some life back into the more 
“social” elements of social media. 

55% of those who communicate via public 

or private channels in the U.S. and UK admit 

to sharing more over the last two months. 

Similarly, 3 in 10 internet users in these 

countries report being more open about 

the struggles they’re facing on public social 

channels. 

This points to a resurgence in people using 
social platforms to connect with loved ones 
and reach out to their wider social network. 

Back to some “social” basics
SOCIAL MEDIA AND ENTERTAINMENT 
% of global internet users in each generation who say the following 

are their main reasons for using social media 

To fill up spare time

To find funny or entertaining content

To stay up-to-date with news and current events

To stay in touch with what my friends are doing

To share photos or videos with others

41% 34% 29% 25%

40% 35% 29% 24%

34% 36% 37% 36%

33% 33% 33% 35%

31% 29% 26% 24%

Gen Z Millennials Gen X Baby boomers

EXPLORE DATA
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PARTNER PERSPECTIVES: 

A resurgence of meaningful connections 
on social media during COVID-19
By Mobbie Nazir, Chief Strategy Officer, We Are Social

When the COVID-19 pandemic hit, social media 

became the primary way of communicating and 

socializing for many people all over the world, almost 

overnight. There was a resurgence in the way people 
used to use social years ago; to make meaningful 
connections. 

It’s hardly surprising that social media has helped 

us feel less lonely. This sentiment reaches a high of 

65% among Gen Z and 61% among millennials; for 

younger generations who missed seeing their friends 

in school or building new relationships in their first job 

out of education, connecting with social media has 
been a lifeline to maintain friendships. 

The way we are communicating has changed too. With 

42% of social media users saying they are under less 

pressure to portray an unrealistic image of their life 

during the COVID-19 pandemic and corresponding 

lockdowns, this marks a very positive shift in the way 

we perceive ourselves and others online. 

Perhaps surprisingly, 46% of male social media 

users say they have been more open on their public 

social channels about the struggles they are facing, 

compared to 31% of women. While the last few 
months have been a rollercoaster of emotions, 
it’s encouraging to see more people – men, in 
particular – feeling comfortable enough to open up 
about the pressures of life in quarantine, and feel 
less pressured to present a polished, perfect version 
of themselves online. 

That’s not to say every piece of content has to be gritty 

and showcasing the struggles of today’s lives. There’s 

plenty of room for escapism and humor – our research 
also showed that funny content was one of the most-
shared categories right now. 

Social media has also been helping us maintain a 

sense of community when IRL contact is lacking. 

The content sources that have inspired us the most 

have been our friends and family (falling within 

74% of respondents top three sources) and our 

local communities (52%). While friends and family 

would remain consistently high in any situation, the 
pandemic has really propelled this sense of online 
social media communities, from local Facebook 
groups that help those self isolating, to street specific 
WhatsApp groups to share knowledge and advice. 

As the role social media plays in both supporting and 

impacting these aspects of our lives, continue – it is my 

hope that we see the shift toward more honest, open 

and community-led social media persist, and grow. 
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Question: Which of the 

following have you been 

doing at home, because of 

the outbreak? (Spending 

longer on social media) | 

Once the outbreak is over, 

do you think you'll carry on 

doing the following?  

Source: GlobalWebIndex 

Coronavirus study, May 19-

26 2020 

Base: 17,149 internet users 

in 20 countries aged 16-64

Question: Which of these 

have you done on your 

mobile in the last month? 

(Tracked your screen time 

or set limits for apps)  

Source: GlobalWebIndex 

Q4 2019-Q1 2020 

Base: 349,404 internet 

users aged 16-64

Concerns over digital wellbeing have taken a back seat
Digital wellbeing was a popular topic in 2019, 

with tech giants like Google investing heavily 

in tools that allow users to switch into “Focus 

Mode”, track app usage and personalize 

their “do not disturb” settings. But internet 

users have had other things to think about, 

particularly in recent months, and moderating 

time online has become less of a priority. 

Overall, the portion of global consumers 
tracking their screen time each month has 
decreased slightly over the last year, most 
noticeably among heavy users of social 
media. Light users are the ones raising the 

average and resisting this overall trend, which 

is likely due to them having already taken a 

stance on self-control and their ongoing efforts 

to keep social media usage to a minimum. 

Despite relying on the internet more during 

the outbreak, only 14% in the U.S. and UK feel 

that the amount of time they spend online 

has become a matter of increased concern; 

whereas 34% cite their own mental wellbeing. 

Internet users therefore aren’t currently 
making strong connections between their 
mental wellbeing and internet usage, as 

social media has been a crutch to many in 
recent months and one of the few means of 
communication while distancing. 

Though fewer intend on making this a long-

term habit, it’s still almost a quarter of heavy 

users who plan to continue spending longer 

on social media post-outbreak. The question is 
whether this move is temporary or represents 
something more like a change in attitude. 

We’ll consider the groups most likely to make 

lasting changes to their media habits later on in 

the report.

IDEAS AROUND WELLNESS ARE BECOMING LESS DIGITALLY-FOCUSED 
% in each usage bracket who have tracked their screen time or set limits for 

certain apps in the last month

INCREASED USAGE DRIVEN BY HEAVY NETWORKERS
% in each usage bracket who are spending longer on social media/plan 

to carry on doing so post-outbreak

Heavy social networkers 

All social networkers

Light social networkers

26%

23%

18%

-7

-2

+15

+/-
% difference 

between 2019 
and 2020

(4 hours or more a day 
on social media)

(30 minutes or less a day
on social media)

Heavy social networkers 

All social networkers

Light social networkers

54%

43%

28%

26%

16%

9%

Spending longer Plan to continue

(4 hours or more a day 
on social media)

(30 minutes or less a day
on social media)

Access the "Heavy" and 

"Light" Social Networkers 

audiences on our platform.

EXPLORE DATA

EXPLORE DATA

EXPLORE DATA
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Social

Social media 
engagement



Question: On an average 

day, how long do you 

spend on social media? 

Source: GlobalWebIndex 

Q1 2017-Q1 2020 

(averages of all waves 

conducted each year) 

Base: 370,051 (2017), 

474,573 (2018), 598,185 

(2019) and 175,545 (2020) 

internet users aged 16-64

Time spent on social media
DAILY TIME SPENT ON SOCIAL MEDIA  |  Average h:mm spent using social networks on a typical day

Please note the data on 

this page shows time spent 

figures between January 

and March – before the true 

extent of the pandemic's 

impact on social media 

behaviors could be fully 

observed

2017 2018 2019 2020

Argentina 3:12 3:17 3:20 3:21

Australia        1:39 1:34 1:46 1:47

Austria 1:16 1:15 1:18 1:16

Belgium 1:31 1:31 1:34 1:37

Brazil 3:40 3:39 3:40 3:38

Canada 1:48 1:47 1:50 1:45

China 1:58 2:00 2:13 1:57

Colombia - 3:34 3:46 3:30

Denmark - 1:35 1:35 1:34

Egypt 3:06 3:05 3:02 2:38

France 1:24 1:22 1:36 1:36

Germany 1:13 1:08 1:19 1:20

Ghana 2:59 3:09 3:07 3:13

Hong Kong 2:00 1:53 1:55 1:54

India 2:25 2:28 2:28 2:36

Indonesia 3:26 3:23 3:18 3:18

Ireland 1:45 1:55 1:53 1:42

Israel - - 1:59 2:10

Italy 1:53 1:48 1:51 1:48

Japan 0:46 0:40 0:44 0:46

Kenya 2:50 2:59 3:16 3:34

Malaysia 3:06 3:03 2:56 2:55

Mexico 3:11 3:14 3:21 3:23

2017 2018 2019 2020

Morocco 2:22 2:34 2:30 2:19

Netherlands 1:24 1:17 1:19 1:17

New Zealand 1:49 1:42 1:46 1:41

Nigeria 3:03 3:26 3:30 3:42

Philippines 4:00 4:08 4:00 3:50

Poland 1:42 1:45 1:54 1:51

Portugal 2:13 2:12 2:10 2:19

Romania - 2:34 2:20 2:15

Russia 2:20 2:21 2:28 2:16

Saudi Arabia 2:38 2:52 3:08 3:11

Singapore 2:07 2:11 2:12 2:17

South Africa 2:47 2:58 3:15 3:32

South Korea 1:11 1:11 1:13 1:12

Spain 1:38 1:41 1:49 1:47

Sweden 1:54 1:49 1:49 1:41

Switzerland 1:18 1:19 1:18 1:18

Taiwan 2:06 1:52 1:53 1:42

Thailand 3:06 3:14 2:57 2:49

Turkey 2:49 2:52 2:56 3:05

UAE 2:56 3:00 3:03 3:17

UK 1:54 1:51 1:47 1:41

U.S.A. 2:02 2:05 2:01 2:08

Vietnam 2:36 2:33 2:23 2:22

Between 2019 and 
2020, time spent 
on social media has 
continued to plateau, 
but it’s increased in 
18 markets – most 
noticeably in Kenya, 
South Africa, the UAE 
and Nigeria 
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Question: On an average 

day, how long do you 

spend on social media? 

| Which of the following 

have you been doing at 

home, because of the 

coronavirus / COVID-19 

outbreak? (Spending 

longer on social media) 

Source: GlobalWebIndex 

Q1 2020; Coronavirus 

study, May 19-26 2020 

Base: 125,777 internet 

users aged 16-64 across 

20 countries; and 17,149 

internet users across 20 

countries aged 16-64

Recent jumps in usage
The biggest social media users 
pre-outbreak are the ones driving the 
usage spike during lockdown

Between January and March, digital consumers were spending 

an average of 2 hours and 22 minutes per day on social networks 

and messaging apps. In 2018, we started to see time being spent 

on social media plateau across a handful of countries – where 

time spent online either stayed the same or decreased. This 
pattern continued into 2020 (as shown on the previous page), 
only to be interrupted by the pandemic. 

Younger groups continue to be the most enthusiastic about using 

social media amid the crisis, along with the internet populations 

of fast-growth markets – who tend to be younger than most 

mature markets. It’s therefore been the case that Gen Z and 
millennials, together with digital consumers in the MEA and 
Latin America, have been the driving force behind recent 
increases in social media consumption. 

It’s worth noting that over a quarter of baby boomers have also 

been spending longer on social platforms, which is giving this 
less experienced audience (where social media is concerned) a 
chance to embrace new habits – rather than simply build upon 

old ones. For these reasons, changes among older consumers are 

likely to be more impactful in the long run.

DAILY TIME SPENT ON SOCIAL MEDIA (JANUARY-MARCH) 
Average hh:mm spent using social networks on a typical day

SPENDING LONGER ON SOCIAL MEDIA (MAY) 
% in each demographic who have been spending longer on 

social media because of the outbreak

R
EG

IO
N

A
G

E
 G

R
O

U
P

Gen Z

Millennials 

Gen X

Baby boomers

02:41

02:22

01:49

01:11

54

44

35

27

%

%

%

%

Asia Pacific

Europe

Latin America*

Middle East and Africa*

North America

02:08

01:40

03:38

03:32

02:06

44

35

56

57

32

%

%

%

%

%
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*Please note that in our 

COVID-19 research, we 

only track Brazil in Latin 

America, and South Africa 

in the MEA 
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Question: Which of the 

following have you been 

doing at home, because of 

the coronavirus / COVID-19 

outbreak? 

Source: GlobalWebIndex 

Coronavirus Studies, March 

16-20 and May 19-26, 2020 

Base: 806 (wave 1) and 

793 (wave 4) Gen Z aged 

16-23; 2,234 (wave 1) 

and 1,991 (wave 4) baby 

boomers aged 57-64 

across 13 countries

Age-specific fluctuations
Though younger consumers 

are far more likely to say 

they’ve been spending 

longer on social media 

since the outbreak, this was 

to be expected, given their 

higher levels of engagement 

beforehand. But in looking 
at the paths taken by 
different age groups across 
all four waves, we begin to 
see more compelling stories 
in the data.

Younger consumers are 

understandably using social 

media, messaging services 

and apps more due to the 

outbreak. Yet, Gen Z haven’t 

been doing so with the same 

levels of enthusiasm they 

demonstrated back in mid-

March. Despite this initial 
burst in engagement, the 
novelty of having excess 
time to devote to these 
activities has slowly worn 

off, and they’ve begun a 
process of reverting back to 
their old usage habits.

In contrast, older consumers 

have continued adopting 

new behaviors. Previously 

less inclined to use social 

media, baby boomers have 

diversified their behaviors 

over the course of the 

pandemic. This is a sign 
that those once reluctant 
to rely on social media 
are abandoning any 
preconceived notions and 
finally allowing themselves 
to be absorbed by the social 
sphere.

-29%

-27%

-10%

Spending longer on messaging services 

Spending more time on apps

Spending longer on social media

Wave 1 (March 16-20) Wave 4 (May 19-26)

62%

59%

44%

43%

52% 58%

+/-
% difference between 

wave 1 and wave 4

GEN Z: NEW BEHAVIORS ARE SHORT-LIVED 
% of Gen Z in 13 countries who have been doing the following because of the outbreak

BABY BOOMERS: MEDIA HABITS HAVE DIVERSIFIED 
% of baby boomers in 13 countries who have been doing the following because of the outbreak

+16%

+14%

+29%

Spending longer on messaging services 

Spending longer on social media

Spending more time on apps

25% 29%

22% 25%

14% 18%

EXPLORE DATA

EXPLORE DATA
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Question: On which of the 

following services do you 

have an account?  

Source: GlobalWebIndex 

Q1 2017-Q1 2020 

(averages of all waves 

conducted each year) 

Base: 370,051 (2017), 

474,573 (2018), 598,185 

(2019) and 175,545 (2020) 

internet users aged 16-64

*The average number 

of accounts is calculated 

based on analysis of 53 

named networks + “Other”. 

Of the 53 individual 

platforms, 24 are global 

and 29 are specific to 

certain countries or 

regions.

Multi-networking 

The world is only going to continue to get 
more connected, [meaning…] there are 
a lot of users to be had yet in the global 
social media market

John Darwin, Editor of Social Media 
Contractors

MULTI-NETWORKING BY AGE 
Average number of social media accounts held by 

internet users in each generation

MULTI-NETWORKING BY REGION 
Average number of social media accounts* held by internet users 

in each region

9.3

7.5

9.7

8.4

7.3

Asia Pacific 

Europe

Latin America

Middle East and Africa

North America

As a phenomenon, multi-networking has plateaued overall. 

Meanwhile, the average number of accounts held by baby 

boomers continues to rise, slowly but surely. Consumers are 

clearly comfortable maintaining a diverse membership portfolio, 

but it could be the case that any additional free time set aside for 

social media in recent months has been invested in their favorite 

apps – rather than left space for new ones.

It’s difficult for fresh players to steal time away from their more 

established competitors, but examples of newer apps like TikTok 

making a dramatic entrance upon the social stage show that 

this space is not set in stone. Time has not yet demonstrated 
a limit to the number of memberships consumers are willing 

to maintain, with internet users in India and Indonesia 
demonstrating a particularly broad portfolio (averaging 11.5 
and 10.5 accounts, respectively). 

Time is precious to many consumers. The ability to understand 

their needs and wants as they continue to change will set the 

competition apart. What’s more, the definition of social media 

is becoming ever more fluid. Multiplayer video games, video 

conferencing software (as we cover later in the report), and even 

Google Docs have been cited as such for their ability to bring 

users together in real time. Services with unique features and 
agile enough to adapt are less likely to get lost in the clutter.

2017 2018 2019 2020

8.5

8.7

6.5

4.7

8.7

8.9

7.1

5.2

Gen Z

Millennials

Gen X

Baby boomers

This chart uses a select and constant 

group of social networks to allow for 

accurate comparison over time

EXPLORE DATA
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Question: On which of the 

following services do you 

have an account?  

Source: GlobalWebIndex 

Q1 2020 

Base: 175,545 internet 

users aged 16-64

Multi-networking by market
MULTI-NETWORKING: MARKET INSIGHTS 
Average number of social media accounts held by internet users in each country
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03

Social

The social media 
landscape



Question: On which of 

the following services do 

you have an account? | 

Which of the following 

sites/applications have you 

visited or used in the past 

month via your PC/Laptop, 

Mobile or Tablet 

Source: GlobalWebIndex 

Q1 2020 

Base: 151,213 internet 

users outside China aged 

16-64

The leading social platforms

Globally, Facebook remains the most pervasive 

platform in terms of membership, just shading 

YouTube. The rest of the top five is filled out by 

Facebook’s other apps: Messenger, WhatsApp 

and Instagram. The latter’s explosive popularity 

in recent years has seen it pull level with 

WhatsApp, even as WhatsApp has itself grown.

COVID-19 has added another dimension 
to competition, based on how social 
media companies react to the threat of 
misinformation. They’ve generally taken 

a proactive approach. Examples include 

Facebook implementing new privacy controls 

and Twitter’s COVID-19 hubs. This is just as 

well, as consumers are calling on large brands 

to lead the fight against coronavirus and raise 

awareness.

In April, 24% of consumers across 17 
countries reported having knowledge of 
Facebook supporting people during the crisis, 
compared to 13% for Twitter. These actions 

range from donating masks and supporting 

small businesses to making simple but effective 

changes to their service. With 77% approving 
of brands running advertising that shows how 
they’re responding to coronavirus and helping 
customers, those able to convey this message 
will stand their post-pandemic relationship 
with users in better stead. 

For visitation, YouTube rises to the top position; 

while Instagram and WhatsApp overtake 

Facebook Messenger. What’s more, the portion 

of internet users visiting Instagram each month 

outside China has increased by 8% since 2019, 

with as many as 74% of female millennials 

logging in within this timeframe. It’s clear 
that YouTube and Facebook need to keep 
innovating if they’re to fend off the growing 
competition.

TOP 10 SOCIAL PLATFORMS
% of global internet users outside China who are members and visitors/users of the following services

85%     77%

Facebook

82%     86%

YouTube

74%     57%

Facebook
Messenger

69%     66%

Instagram

69%     61%

WhatsApp

59%     47%

Twitter

43%     31%

LinkedIn

39%     31%

Pinterest

39%     27%

Snapchat

30%     25%

Skype

Members Visitors/users
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Question: Which of the 

following sites/applications 

have you visited or used in 

the past month via your PC/ 

Laptop, Mobile or Tablet 

Source: GlobalWebIndex 

Q1 2020 

Base: 151,213 internet 

users outside China aged 

16-64

Platform visitors: market insights
TURNING THE MAGNIFYING GLASS ON EACH MARKET  |  % in each market who say they have visited/used the following platforms/services in the last month

Facebook Instagram WhatsApp Facebook Messenger Twitter Snapchat

Argentina

Australia

Austria

Belgium

Brazil

Canada

Colombia

Denmark

Egypt

France

Germany

Ghana

Hong Kong

India

Indonesia

Ireland

Israel

Italy

Japan

Kenya

Malaysia

Mexico

Morocco

Netherlands

New Zealand

Nigeria

Philippines

Poland

Portugal

Romania

Russia

Saudi Arabia

Singapore

South Africa

South Korea

Spain

Sweden

Switzerland

Taiwan

Thailand

Turkey

UAE

UK

U.S.A

Vietnam

89

81

72

81

90

77

94

87

88

76

63

71
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70
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80
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%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

80

56

51

55

84

56

80

58

70

50

46

58

62

67

86

61

57

67

39

69

76

72

55

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

93

37

85

67

91

35

92

23

75

45

80

84

81

64

87

79

81

85

2

97

92

86

76

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

64

69

48

70

70

62

74

75

72

59

40

50

53

54

55

67

49

58

11

62

65

76

45

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

50

31

19

28

49

39

58

25

55

34

23

35

31

49

61

43

18

35

54

61

48

59

21

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

23

31

21

29

27

31

35

46

31

37

19

36

19

32

27

37

14

15

3

24

24

35

29

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

74

83

88

96

89

90

93

42

71

77

86

62

80

80

70

90

93

81

80

74

76

95

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

54

56

74

70

57

74

62

61

76

64

67

59

67

69

56

59

67

88

69

53

56

55

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

87

35

95

31

46

79

83

71

81

81

96

9

88

33

86

19

25

88

76

66

20

20

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

51

76

69

90

75

78

79

19

49

56

67

24

49

70

52

61

77

58

58

60

57

80

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

28

25

58

61

35

36

33

20

72

36

51

31

52

27

24

28

57

68

53

46

44

42

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

30

35

32

35

27

23

28

12

54

20

29

9

20

40

29

10

18

34

37

28

33

18

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

EXPLORE DATA

globalwebindex.com 19

S o c I a l

https://g-web.in/3f91RxQ


Question: Which of the 

following have you been 

doing at home, because of 

the coronavirus / COVID-19 

outbreak? (Creating/

uploading videos e.g. on 

YouTube, TikTok, etc.) 

Source: Coronavirus 

Studies, March 16-20, 

March 31-April 2, April 22-

27 and May 19-26 

Base: 12,845 internet users 

(wave 1), 12,246 internet 

users (wave 2), 12,426 

internet users (wave 3) and 

12,578 internet users (wave 

4) aged 16-64 across 13 

countries

Question:  In the last 

month, which of these apps 

have you used? (TikTok)  

Source: GlobalWebIndex 

Q1 2018-Q1 2020 

(averages of all waves 

conducted each year) 

Base: 413,019 (2018) 

527,966 (2019) and 

151,213 (2020) internet 

users outside China aged 

16-64

TikTok for the win

TikTok has become a household 

name over the last year, and its 

growing popularity continues 

to gather momentum. Between 

January and March, just under a 

fifth of internet users outside China 

were using the app. Since then, our 
coronavirus research shows this 
service and other related platforms 
beginning to speak to a wider 
demographic. 

We expect Gen Z to be the most 

involved when it comes to posting 

videos, and this has been the case. 

But video-sharing platforms have 

also proved popular among other 

audiences, like parents with young 

children. Platforms like TikTok can 
offer a space for family-oriented 
content, and our research points 
to a burgeoning culture of fun, 
household videos as families have 
sought to reconnect.

Back in March, we wondered 

whether this initial spike was 

situational. But despite dropping 
amid the outbreak, levels have 
recovered to what they once were. 

This testifies to short-term video's 

continued growth and ability to 

draw in more diverse audience 

segments.

Yet, as usage increases, TikTok 

is increasingly falling under the 

microscope in terms of privacy. 

Though this arguably has “nothing 

to do with TikTok, and everything 

to do with China”, it will have to 

tread carefully if it’s to avoid being 

targeted and risking further growth 

in the future. 

TIKTOK IS QUICKLY RISING THROUGH THE RANKS
% of global internet users outside China who have used the TikTok app in the last month

THE NEW “FAMILY VIDEO”
% in each audience segment across 13 countries who have been creating/

uploading videos because of the outbreak

25%

19%

13%

23%
20%

14%

Wave 1
(March 16-20)

Wave 2
(March 31-April 2)

Wave 3
(April 22-27)

Wave 4
(May 19-26)

Gen Z Parents with young children All internet users

2018 2019 2020

EXPLORE DATA

EXPLORE DATA

globalwebindex.com 20

S o c I a l

https://www.theguardian.com/technology/2020/jul/06/tiktok-may-be-data-collection-service-disguised-as-social-media-liberal-senator-says
https://www.forbes.com/sites/zakdoffman/2020/07/04/tiktok-loses-6-billion-as-users-urged-delete-app-immediately/#6d51f0961c98
https://g-web.in/3gAQIpQ
https://g-web.in/3gASpUe


Question: Many brands 

and companies are trying 

to decide how best to 

respond to the coronavirus 

/ COVID-19 outbreak. 

To what extent do you 

approve / disapprove of 

them doing the following 

at the moment? (Strongly 

Approve/Somewhat 

Approve)  

Source: GlobalWebIndex 

Coronavirus study, May 19-

26 2020 

Base: 790 daily TikTok 

users and 531 daily Twitch 

users across 20 countries 

aged 16-64

Question: How frequently 

do you visit / use these? 

(More than once a day/

Daily) 

Source: GlobalWebIndex 

Q1 2020 

Base: 151,213 internet 

users outside China aged 

16-64

Reach vs. engagement
Breaking down platforms by usage 

frequency reveals more nuance to 

how each generation uses social 

media. For Gen Z, Instagram and 
YouTube are the biggest go-tos, 
used more frequently than even 
out-and-out messaging tools.

Facebook is still part of their 

portfolio though, and it remains 

a strong presence in older age 

groups. 

Platforms that rose in popularity 
during lockdown, like TikTok and 
Twitch, can prove an effective 
gateway for brands to reach 
consumers at a disruptive time - 

something to bear in mind in the 

event of any future disruption. Users 

of both show high approval rates 

for coronavirus response marketing. 

Facebook's platforms may have 

enjoyed renewed trust at a time of 

crisis, but audiences on TikTok and 

Twitch are particularly receptive to 

hearing about how companies have 

navigated a turbulent period.

TOP 5 MOST VISITED PLATFORMS* BY GENERATION 
% of global internet users outside China who visit the following on a daily basis

TWITCH/TIKTOK USERS EXPECT MORE IN TERMS OF COMMUNICATION AND INTERACTION 
% of each platform's daily users who approve of brands doing the following in response to coronavirus (the top platform)

93% 93% 92% 88% 87%
Providing practical 
information which 
help people deal 
with the situation

Running 
offers/loyalty perks 

for customers

TikTok users Twitch users TikTok users Twitch usersTikTok users

Offering flexible 
payment terms 

Running advertising 
to show how they're 

responding to 
coronavirus

Providing 
light-hearted 

videos or content 
to entertain people

Two-thirds of daily 
Twitch and TikTok 
users fall within our 
Brand Interactors 
Segmentation

77%

67%

53%

51%

34%

YouTube

Instagram

Facebook

WhatsApp

Facebook Messenger

75%

67%

57%

54%

42%

YouTube

Facebook

Instagram

WhatsApp

Facebook Messenger

63%

61%

48%

38%

36%

Facebook

YouTube

WhatsApp

Instagram

Facebook Messenger

55%

44%

36%

27%

21%

Facebook

YouTube

WhatsApp

Facebook Messenger

Instagram

Gen Z Millennials Gen X Baby boomers

EXPLORE DATA

EXPLORE DATA

*Please note that we track 

visitation frequency across 

15 core platforms
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The ongoing evolution of messaging apps
For messaging services, Facebook Messenger and 
WhatsApp remain at the top of the leaderboard, 
with both seeing consistent increases over the past 
few years. But the story is far from over, with fresh 
competition just round the corner. For example, 

during a 2018 quarterly earnings call, Facebook CEO 

Mark Zuckerberg made a surprising admission: “Our 

biggest competitor by far is iMessage”. Recent events 

have bolstered this statement, with Apple announcing 

that the next version of iMessage is to include inline 

replies, pins, and mentions – features found on 

popular rival messaging apps.

We can expect privacy concerns to play a bigger role 

in how users choose messaging apps in the future. 

Telegram has continued to grow impressively, with 

usage rising by 12% globally in the last quarter – 

one of the biggest rates of growth of any app in our 

dataset.

As we’ve already mentioned, consumers currently 
have enhanced needs for online social interaction, 
which is facilitating the spread of brand-related 
information in the private sphere: a fifth of those who 

have been sharing more via private channels have 

sent more brand or product recommendations. 

Even before we started to see these increases in usage 

(January-March),15% of Facebook Messenger users 

were interacting with brands on messaging apps each 

month; so it’s clear that dark social engagement has 

long had the ability to boost a brand’s overall reach. 

Looking beyond the outbreak, 24% of WhatsApp 

users plan to continue spending longer on messaging 

services post-crisis. Companies should therefore 
aim to act preemptively by making themselves 
increasingly available on these channels.

44% of consumers across 20 
countries have been spending 
longer on messaging services 
since the outbreak
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Question: On which of 

the following services do 

you have an account? | 

Which of the following 

sites / applications have 

you visited or used in the 

past month via your PC / 

Laptop, Mobile or Tablet? 

Source: GlobalWebIndex 

Q1 2020 

Base: 24,332 internet users 

in China aged 16-64

In a market where the most popular global 

platforms are restricted, homegrown networks 

have flourished. WeChat continues to dominate 

China’s online social market, and its lead on the 

next competitor is on a scale that we rarely see 

in other countries.

But in recent years, new competition has 
emerged. First there was TikTok (known 

locally as Douyin), at the forefront of a 

new wave of apps built around video and 

livestreaming. These laid the groundwork for a 

distinctive online culture where livestreaming, 

entertainment, and shopping combine. 

Alongside Douyin is Kuaishou, particularly 

popular in “lower-tier” cities, and Xiaohonghsu, 

also known as “Little Red Book”. Tencent, 

the owner of WeChat, has responded to the 

competition by introducing new livestream 

features to its all-in-one platform. 

Chinese social media is different, not just in 
terms of its most popular platforms but also 
why it’s used. Even as the Western world 
moves further from social media being purely 
“social”, in China it fulfils a wider brief. There’s 

a much smaller difference between using 

social media to stay in touch with friends and 

researching products (22% vs. 20%) in China 

than a country like the U.S. (49% vs. 21%). 

The disruption wrought by COVID-19 bolstered 

Facebook’s market leadership, and it may have 

a similar impact in China. Tencent recently 

revealed a rise in profit – with the outbreak 

driving a surge in WeChat usage. The service 

has also been busy adding new tools, including 

health codes that allow citizens to travel during 

the outbreak. The app has often fulfilled social 

needs (alongside its near-ubiquitous payments 

platform), and a national crisis is likely to make 

it even more important.

Nonetheless, since we collected data between 

January and March, India has banned TikTok, 

WeChat, and other China-based apps. With 
mutual trust between China and countries 
like India and Australia at an all-time low, the 
prospects for such apps in other parts of the 
world have certainly been damaged. 

China’s unique ecosystem
TOP SOCIAL PLATFORMS IN CHINA 
%  in China who are members and visitors/users of the following services

Tencent QQ
51%

WeChat
74%

WeChat
69%

Qzone
45%

Sina Weibo
43%

Sina Weibo
48%

Kuaishou
41%

Members Visitors/users

Kuaishou
38%

Xiaohongshu
38%

Baidu Tieba
37%

EXPLORE DATA

EXPLORE DATA
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• TREND IN ACTION •

Replicating this system in the West

Ever since WhatsApp launched its payments feature, people 

have speculated on the service’s potential to become a super-

app like WeChat. But India hasn’t yet embraced the one-app 
concept, and its internet users continue to boast high figures for 

the average number of social media accounts. 

Services outside APAC are also trying to achieve super-app 
status: Apple’s next iPhone operating system will introduce App 

Clips – a new feature similar to WeChat’s mini programs. Snap 

is similarly embracing the idea of mini-apps within Snapchat, by 

modeling its latest features on the Chinese example. And also 

refusing to sit on the sidelines, Instagram users can now order 

food via the app.

This all sounds positive. But upon being asked their sentiment 

toward linking their social media account to other services or 

apps, 1 in 4 U.S. and UK consumers claimed to feel uneasy; 

and 34% said it depends on whether they trust the service. 

This provides insight into the current potential for a super-

app in these countries, able to mimic the likes of WeChat. This 
underlying resistance means that services with super-app 
aspirations will need to do a lot in terms of changing mindsets 
first and rethink their data exchange business models – which 
are currently quite self-contained.
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Question: On which of 

the following platforms, if 

any, have you watched a 

livestream or virtual event 

in the past 2 months? 

Source: GlobalWebIndex 

Recontact study, May 2020 

Base: 530 (U.S.) and 259 

(UK) Gen Z and millennials 

aged 16-37

Question: On Facebook/

Instagram, which of these 

have you done in the last 

month? 

Source: GlobalWebIndex 

Q1 2020 

Base: 124,267 Facebook 

users and 99,693 Instagram 

users aged 16-64

Video and live content

Even before the pandemic’s impact on media 
habits had taken general effect, there was 
a clear appetite for video and live content. 
Alongside watching standard video clips, 

newer formats (like IGTV and Facebook Watch) 

aimed to hold onto today’s growing audience 

of video enthusiasts. 

We’ve already considered the outbreak’s 

effect on livestreaming, and data we collected 

in May dives deeper into the emerging 

market for virtual events, which younger 

consumers in particular have adopted as a 

happy alternative during this period. The 

question is now whether livestreaming is a 

likely post-pandemic game-changer for certain 

industries, and with 23% of global consumers 
planning to continue watching more videos 
post-outbreak, the future of livestreaming 

looks promising. Social media may also see 

significant competition from the likes of video 

communication platforms like Zoom, judging 

by the figures in our chart. 

Brands have sensed the opportunities 

stemming from this uptick in demand, and 

taken the time to improve their tech offerings: 

Facebook has rushed to make the planned 

updates for its live producer streaming 

platform available to creators. Instagram has 

likewise been quick to expand shopping 

features on Instagram Live and incorporate ads 

into IGTV videos. Expanding the list of tools 
available to allow for better interaction is 
necessary if the popularity of livestreaming is 
to stick post-pandemic.

There isn’t a one-size-fits-all approach to monetization, so we’re 
focused on building a suite of tools that can support the different 
needs and ambitions of creators

Justin Osofsky, COO of Instagram

THERE'S A GENERAL APPETITE FOR VIDEO AND LIVE CONTENT 
% of each platform's visitors/users who have done the following in the last month

YOUNGER CONSUMERS ARE WATCHING VIRTUAL EVENTS VIA THE FOLLOWING 
% of U.S./UK Gen Z and millennials who have watched a livestream/virtual event on the 

following in the past 2 months

44%

21%

20%

19%

38%

27%

23%

11%
Watched something 
on Facebook Watch

Watched something 
on Facebook Live

Created or viewed a story

Watched a video

Used the live feature

Watched something 
on IGTV

Created or viewed a story

Watched a video clip

On Facebook On Instagram

46%

YouTube

28%

Facebook Live

27%

Zoom

26%

Instagram Live

15%

Twitch

EXPLORE DATA

EXPLORE DATA
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Question: Which of 

these social media / video 

conferencing platforms, 

if any, have helped you 

feel more connected to 

others in the last 2 months? 

| Which of the following 

are you sharing more of 

on social media or private 

messaging platforms? 

Source: GlobalWebIndex 

Recontact study, May 2020 

Base: 1,558 (U.S.) and 

861 (UK) public/private 

channel users aged 16-64; 

of this sample, there were 

291 TikTok members/

visitors, 1,208 Instagram 

members/visitors and 

2,112 Facebook members/

visitors

Comfort vs. entertainment

In our upcoming Q2 2020 wave of data, we’re beginning to see 

some of the patterns from our COVID-19 research crystallize into 

long-term behaviors. Consumers are engaging significantly more 

with live content, frequently clicking “like” and “reaction” buttons 

and sending more 1-to-1 messages.

But for now, it’s important to understand where these changes 
are occuring, as shifts in behaviors tend to be concentrated 
among certain platforms. When asked to name the platforms 

they’ve been using to feel more connected to others over the last 

two months, U.S. and UK consumers rallied around Facebook, 

YouTube and Facebook Messenger. Throughout the string of 

global events urging social communication and collective action 

(like counteracting new environmental threats and protesting 

Black Lives Matter), these are the platforms people have most 
turned to in the name of solidarity. 

Fresh demand for entertainment has absorbed other platforms. 
While news stories are shared in similar amounts by users 

regardless of the platform, when it comes to funny videos, memes 

and influencer content, the differences are striking and instructive 

in which tones of voice work on different platforms. Facebook 

attracts more serious content, like news and personal updates. 

TikTok has more funny videos and memes, but a lot of personal 

updates as well; and Instagram seems to be somewhere in the 

middle.

FOR SOCIAL INTERACTIONS AND GENUINE CONNECTIONS... 
% of U.S./UK private and public channel users who have used the following to feel more connected to others

FOR LIGHT AND ENTERTAINING CONTENT...  
% of TikTok/Instagram/Facebook members and visitors who have 

been sharing more of the following 

48%

47%

39%

28%

24%

21%

21%

21%

42%

43%

34%

26%

16%

14%

21%

15%

36%

40%

29%

25%

13%

11%

19%

12%

Funny videos

Personal news/updates

Memes

A brand's social 
media posts

News stories not 
related to coronavirus

Brand/product 
recommendations

News stories related 
to coronavirus

Influencer social 
media posts

TikTok Instagram Facebook

Facebook YouTube Facebook
Messenger

Instagram Twitter Zoom WhatsApp TikTok

62%

45% 43% 40%

28% 27% 24%

16%
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Question: Thinking about 

gaming, which of these 

things have you done? (In 

the Last Month) 

Source: GlobalWebIndex 

Q1 2020 

Base: 28,489 gamers aged 

16-64

Social media and gaming
The gaming industry has always benefited from its relationship 

with social media. According to Facebook, more than 700 million 

people interact with gaming-related content on its platform each 

month. Beyond this relationship between the two industries, it’s 
been suggested that online games have already become their 
own category of popular social platforms. 

With 43% of gamers playing a game online with their real-life 

friends each month, rising to 55% in China and the Philippines, 

gaming is clearly a medium through which genuine social 

connections are forged. Connected gaming (a category of 

games designed to encourage virtual interactions) is gathering 

momentum in the post-pandemic landscape. People have turned 
to gaming for social interaction during lockdowns, and now 
place a premium on connected experiences – which will boost 
the more interactive elements of gaming like chat and live video 
in the future.

GAMING IS OFTEN A SOCIAL ACTIVITY  
% of global gamers who have done the following in the last month

 � Gamers are 33% more likely to cite 

meeting new people as a main 

reason for using social media

 � Twitch users are 34% more likely 

to want brands to run customer 

communities or forums 

 � Cloud gamers are 36% more likely 

to advocate a brand that lets them 

take part or be involved 

WITHIN THE GAMING COMMUNITY...

Played a game online with 
your real-life friends

Watched a live 
gaming stream 

Watched an esports 
tournament 

Shared an image/video 
of your gameplay online

43% 23% 21% 19%

53% of gamers have been spending 
more time playing video games because 
of coronavirus, and a fifth plan to 
continue doing so

EXPLORE DATA
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Question: Which of the 

following online sources 

do you mainly use when 

you are actively looking 

for more information 

about brands, products, or 

services? 

Source: GlobalWebIndex 

Q1 2020 

Base: 29,468 Gen Z aged 

16-23 and 143,232 internet 

users aged 16-64

Question: Since the 

coronavirus outbreak, have 

you discovered any new 

brands or products via the 

following? 

Source: GlobalWebIndex 

Custom study, 2-6 April 

2020 

Base: 2,004 (U.S.) and 

1,538 (UK) internet users 

aged 16-64

Social media in the early stages

Since we first started collecting 

brand discovery data, search 

engines have consistently been 

the go-to. Research has noted the 

growing influence of social media 

in the early stages of the purchase 

journey, but it’s not yet managed 

to overtake more traditional 

channels like TV ads or peer 

recommendations. This gap has 
closed among younger generations 

and across various fast-growth 
markets, but overall it remains a 
sizable one. 

But as with many things, COVID-19 

has accelerated this trend. 

Partly explained by the fact that 
consumers are spending more 
time on these platforms, social 
media ads were first on their 
brand discovery list, significantly 
ahead of search engines and on 

par with TV ads. This is particularly 

surprising given where the survey 

was carried out – as, because the 

U.S. and UK’s internet users skew 

older, they’ve typically leaned on 

traditional channels more heavily. It’s 

testament, too, to the power direct 

response ads have had.

Brand research also rests on the 

back of social media, particularly 

among Gen Z. Just because the cost 

of social media ad impressions has 
dropped, doesn’t mean consumers 
are paying less attention to these 
adverts – quite the opposite. 

But with consumers’ receptiveness 

to certain social issues heightened, 

many brands have adopted a new 

responsibility framework: 47% of 

consumers across 18 countries 

say that brands should show their 

support via social media in response 

to the Black Lives Matter movement. 

This change is throwing new light 
on advertising content, but also 
where brands choose to advertise, 
which is why the latest social media 

advertising boycott is arguably 

more impactful than those in the 

past. 

BRAND DISCOVERY DURING THE OUTBREAK  
% in the U.S./UK who say they’ve discovered new brands via the following channels since the outbreak 

BRAND RESEARCH IN THE AGE OF SOCIAL MEDIA 
% of global internet users who mainly use the following when actively looking 

for more information about brands

27%

Ads seen on 
social media

27%

Ads seen
on TV

24%

Ads seen on 
websites

22%

TV shows/films

21%

Recommendations 
on social media

21%

Word-of-mouth 
recommendations 

21%

Online retail 
websites

19%

Search engines 47%   51% 47%   42% 32%   36% 32%   28%

Search 
engines

Social 
networks

Consumer 
reviews

Mobile apps

Gen Z All internet users
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Question: On Facebook/

Instagram, which of these 

have you done in the last 

month? 

Source: GlobalWebIndex 

Q1 2020 

Base: 124,267 Facebook 

users and 99,693 Instagram 

users aged 16-64

Engagement with social commerce

The discussion around social 

commerce dates back more than 

a decade, and the phenomenon 

seems to have been “ready to take 

off” for quite some time. Although 
this hasn’t happened on the 
scale and within the timeframe 
some anticipated, there are many 
signs that the Western world 
is increasingly ready for social 
commerce – as a generation of 

digital natives has come of age and 

acquired spending power. 

With a fifth of Facebook visitors 

using the site’s marketplace 

each month, it’s clear that social 

commerce carries the potential 

to appeal to the masses and 

has advanced beyond merely 

implementing a “buy” button. The 

biggest names in this space have 

also witnessed more commerce 

activity of late, as the digital shift has 

progressed amid the outbreak.

Instagram swapping out its “Activity” 

tab for “Shop” is an example of a 

recent initiative urging more social 

buying. The launch of Facebook 

Shops is also worth a separate 

mention, as it marks an exciting 

development in the evolution of 

social commerce. Small businesses 

will be granted easy access to a 

global audience and the means to 

operate without a physical store, 

which threatens to change the way 

they operate in the future. With 
many businesses in danger of 
collapse and the pandemic having 
enhanced consumers’ desires to 
connect with their local community, 
there’s never been a better time to 
trial new solutions. 

Globally, just under 3 in 10 cite researching 
products to buy as a main reason for using 
social media

* e.g. used the Shop Now 

or Learn More buttonsSOCIAL BUYING SHOWS PROMISE 
% of each platform's visitors/users who have done the following 

in the last month

20% 38%

17%

14%

26%

24%

Used Facebook 
Marketplace

Clicked on a product 
tagged by a brand/seller

Clicked on a 
sponsored post*

South 
Africa

Brazil

Vietnam

Top countryOn Facebook

On Instagram

EXPLORE DATA

EXPLORE DATA
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Question: When shopping 

online, which of these 

features would most 

increase your likelihood of 

buying a product? (Option 

to use "buy" button on a 

social network) | Which of 

these do you want brands 

to be? 

Source: GlobalWebIndex 

Q1 2020 

Base: 33,897 TikTok users, 

43,586 Snapchat users, 

71,759 Twitter users, 

124,267 Facebook users 

and 99,693 Instagram users 

aged 16-64

Sealing the deal
Social commerce has a lot of potential, but 

it’s still only 13% who say a "buy" button on 

a social network would most increase their 

likelihood of purchasing a product. This does 
vary depending on the platform and country 
in question, but the main point is that an 
uncommitted approach to social commerce 
won’t be enough to put the spending wheels 
in motion.

Platforms like Snapchat and TikTok 

demonstrate real promise, especially as their 

audience skews young and leans more heavily 

on influencer culture. Snapchat has recently 

ramped up its augmented reality tools; in June 

Gucci became the first brand to launch a shoe 

try-on Lens. And recognizing the platform's 

budding potential, several big brands are also 

moving to TikTok. 

But advertising on newer platforms 
won’t ensure success; companies need to 
understand an audience before determining 
whether they’re a good fit. 

A "BUY" BUTTON ALONE ISN'T ENOUGH 
% of each social platform's visitors/users who say a "buy" button would most induce them to buy

DIFFERENT PLATFORMS HAVE DIFFERENT ENERGIES
% of each social platform's visitors/users who want brands to be the following (top over-index)

Vietnam

TikTok users
19%

23%
Saudi Arabia

19%
Egypt

18%
China

17%
Thailand

17%

Instagram users
16%

Facebook users
16%

Twitter users
15%

Snapchat users
13%

Top countries

Young

36%

1.44 IDX 

Bold

30%

1.35 IDX 

Exclusive

30%

1.22 IDX 

Trendy

35%

1.19 IDX 

Smart

50%

1.15 IDX 

TikTok users Snapchat users Twitter users Instagram users Facebook users

Brand messaging should also be tailored to 

fit the general vibe of each site: TikTok users 

stand out for wanting brands to be young, 

while Instagram users take a fancy to those that 

seem trendy or cool. 

Influencers can make a real difference. Around 
a fifth of Gen Z in the U.S. and UK have 
been sharing more influencer content via 
social media or messaging platforms since 
the outbreak. With many turning to brands 

for support during this time, demonstrating 

authenticity will be particularly important 

going forward. Influencers are familiar with the 

nuances of their local communities and, with 

consumers’ sensitivities sharpened at present, 

marketers can really benefit from influencer 

content when crafted in a tactful way.

EXPLORE DATA

EXPLORE DATA
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Key implications
 � Coronavirus has sparked a massive jump in 

internet usage. Consumption levels will likely 

return to normal, but how we think of and use 

social media has shifted – with lasting implications. 

Social news hubs have become more in demand 

and better equipped to handle the threat of 

disinformation.

 � Increased engagement with private channels 

is a trend that has continued, and even gained 

speed. Consumers currently have enhanced 

needs for online social interaction and this will 

likely bleed into brand engagement. Companies 

should continue to act preemptively by making 

themselves increasingly available on these 

channels.

 � Our research highlights the emerging market 

for virtual events, alongside other forms of video 

and live content. Livestreaming is set to leave 

its stamp on certain industries, especially when 

attitudes toward attending live events remain 

unsettled. Social and tech companies will have 

to continue developing and expanding the list 

of tools available to creators if it’s to become an 

entrenched aspect of people’s daily lives.

 � While platforms like TikTok and Twitch post lower 

visitation figures than the main social media giants, 

they have certain advantages making users and 

advertisers gravitate toward them. These spaces 

were designed for creators and influencers, so 

big names will have to focus on establishing 

fresh features capable of retaining younger 

demographics and niche communities. 

 � Social media is deeply embedded in the purchase 

journey – most noticeably in a discovery and 

research setting. While social buying hasn’t 

blasted off in a single moment, and isn’t likely to, 

it’s made incremental gains and there are signs 

this will continue. Brands need to be strategic 

when selecting a suitable platform, influencer and 

message in order to create a strong base for a 

sale. 
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Notes on methodology

All figures in this report are drawn from GlobalWebIndex’s 
online research among internet users aged 16-64. Please 

note that we only interview respondents aged 16-64 and 

our figures are representative of the online populations of 

each market, not its total population.

OUR RESEARCH

Each year, GlobalWebIndex interviews over 688,000 

internet users aged 16-64 across 46 markets. Respondents 

complete an online questionnaire that asks them a wide 

range of questions about their lives, lifestyles and digital 

behaviors. We source these respondents in partnership 
with a number of industry-leading panel providers. 
Each respondent who takes a GlobalWebIndex survey is 

assigned a unique and persistent identifier regardless of 

the site/panel to which they belong and no respondent 
can participate in our survey more than once a year (with 

the exception of internet users in Egypt, Saudi Arabia and 

the UAE, where respondents are allowed to complete the 

survey at 6-month intervals).

OUR QUOTAS

To ensure that our research is reflective of the online 
population in each market, we set appropriate quotas on 
age, gender and education – meaning that we interview 

representative numbers of men vs women, of 16-24s, 

25-34s, 35-44s, 45-54s and 55-64s, and of people with 

secondary vs tertiary education. 

To do this, we conduct research across a range of 

international and national sources, including the World 

Bank, the ITU, the International Labour Organization, the 

CIA Factbook, Eurostat, the US Bureau of Labor Statistics as 

well as a range of national statistics sources, government 

departments and other credible and robust third-party 

sources. 

This research is also used to calculate the ‘weight’ of each 

respondent; that is, approximately how many people (of 

the same gender, age and educational attainment) are 

represented by their responses.

GLOBALWEBINDEX 
SAMPLE SIZE BY 

MARKET

This report draws insights 

from GlobalWebIndex’s 

Q1 2020 wave of research 

across 46 countries, 

with a global sample of 

175,545 respondents.

Argentina 1,559

Australia 4,149

Austria 1,274

Belgium 1,297

Brazil 5,803

Canada 4,816

China 24,332

Colombia 1,300

Denmark 1,281

Egypt 1,812

France 5,111

Germany 5,115

Ghana 1,006

Hong Kong 1,765

India 13,016

Indonesia 5,114

Ireland 1,261

Israel 1,284

Italy 5,078

Japan 3,283

Kenya 1,047

Malaysia 1,567

Mexico 4,314

Morocco 1,009

Netherlands 1,294

New Zealand 1,273

Nigeria 1,041

Philippines 3,104

Poland 1,810

Portugal 1,285

Romania 1,306

Russia 3,660

Saudi Arabia 1,540

Singapore 2,759

South Africa 1,556

South Korea 1,268

Spain 5,066

Sweden 1,273

Switzerland 1,265

Taiwan 2,341

Thailand 3,947

Turkey 2,085

UAE 1,812

UK 10,295

U.S.A. 25,347

Vietnam 2,625
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Notes on methodology

MOBILE SURVEY RESPONDENTS

From Q1 2017 on, GlobalWebIndex has offered our Core 
survey on mobile. This allows us to survey internet users 

who prefer using a mobile or are mobile-only (who use 

a mobile to get online but do not use or own any other 

device). Mobile respondents complete a shorter version 

of our Core survey, answering 50 questions, all carefully 

adapted to be compatible with mobile screens.

Please note that the sample sizes presented in the 
charts throughout this report may differ as some will 

include both mobile and PC/laptop/tablet respondents 

and others will include only respondents who completed 

GlobalWebIndex’s Core survey via PC/laptop/tablet. For 

more details on our methodology for mobile surveys 

and the questions asked to mobile respondents, please 

download this document.

INTERNET PENETRATION RATES: 
GLOBALWEBINDEX VERSUS ITU FIGURES

As GlobalWebIndex’s Core Research is conducted among 

16-64 year-olds, we supplement the internet penetration 

forecasts for a country’s total population (reproduced 

above) with internet penetration forecasts for 16-64s 

specifically. Forecasts for 16-64s will be higher than our 

forecasts for total population, since 16-64s are the most 

likely age groups to be using the internet.

INTERNET PENETRATION RATES ACROSS 
GLOBALWEBINDEX’S MARKETS

GlobalWebIndex’s research focuses exclusively on the 
internet population and because internet penetration 

rates can vary significantly between countries (from a high 

of 90%+ in parts of Europe to lows of c.20% in parts of 

APAC), the nature of our samples is impacted accordingly. 

Where a market has a high internet penetration rate, 
its online population will be relatively similar to its total 

population and hence we will see good representation 

across all age, gender and education breaks. This is 

typically the case across North America, Western Europe 

and parts of Asia Pacific such as Japan, Australia and New 

Zealand. Where a market has a medium to low internet 

penetration, its online population can be very different 

to its total population; broadly speaking, the lower the 
country’s overall internet penetration rate, the more likely 
it is that its internet users will be young, urban, affluent 
and educated. This is the case throughout much of LatAm, 

MEA and Asia Pacific.

This table provides GlobalWebIndex forecasts on internet 

penetration (defined as the number of internet users 

per 100 people) in 2019. This forecasted data is based 

upon the latest internet penetration estimates from the 

International Telecommunication Union (ITU) for each 

market that GlobalWebIndex conducts online research in.

INTERNET 
PENETRATION RATES

GlobalWebIndex’s 

Forecasts for 2020  

based on 2018 ITU data

Argentina 78%

Australia 88%

Austria 88%

Belgium 89%

Brazil 71%

Canada 94%

China 59%

Colombia 66%

Denmark 97%

Egypt 54%

France 85%

Germany 88%

Ghana 48%

Hong Kong 91%

India 42%

Indonesia 39%

Ireland 87%

Israel 85%

Italy 62%

Japan 92%

Kenya 43%

Malaysia 83%

Mexico 69%

Morocco 69%

Netherlands 93%

New Zealand 93%

Nigeria 36%

Philippines 64%

Poland 79%

Portugal 78%

Romania 72%

Russia 80%

Saudi Arabia 83%

Singapore 85%

South Africa 62%

South Korea 95%

Spain 87%

Sweden 96%

Switzerland 96%

Taiwan 83%

Thailand 58%

Turkey 71%

UAE 95%

UK 96%

U.S.A. 80%

Vietnam 55%
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For years now, we’ve been teaming up with global experts and industry professionals to predict 
the trends of the coming year. 2020, though, was a year no one could have predicted. 

From near zero mentions in November  
2019, to over 1.2B to date, the year has been  
dominated by the virus. COVID-19 was a 
catalyst, not an outcome. It expedited issues, 
ideas, and initiatives that were bubbling away, 
but may not have happened quite so soon 
without the crisis.  
 

The COVID-19 catalyst

In this report, we’ll share the 2021 trends as defined 
by the experts, and by you, our audience. This year, 
we surveyed consumers to rate the trends and see 
how they’re impacting brands at ground level. The ten 
trends included here are ranked from what consumers 
think will be the least impactful to the most impactful.
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10 Remixing is the new User Generated Content

Overview
User-generated content is nothing new, but the way it has been created, sourced, 
and shared is contemporary. Remixing is on the rise through apps like TikTok, Koji, 
and Instagram Reels. Remixing is the art of taking existing formats, templates, or 
ideas, and recreating them to express a user’s own personality or ideas. Expect 
2021 to bring even more opportunities for remixing, with brands engaging with 
new audiences and creating additional content that stands out from the crowd.

Trend analysis

Mentions of “remix” linked to platforms like TikTok or Koji are on the rise.  
Although we’re not seeing big numbers just yet, there was clearly an increase 
during the COVID-19 lockdown. When people weren’t able to head outside to 
create new content, they still had the tools to at least reinvent it. Remixing also 
makes content creation easier, with fewer technical restrictions. With remixing, 
anyone can take a trend and recreate it into something new.

The trend is only just taking off.  
There will be more co-production  
opportunities in the future, with 
brands providing templates for  
users to base their content off. This 
will enable more organic connections 
between companies and consumers.

As Dmitry Shapiro, the CEO  

and Co-Founder of GoMeta  

(Koji’s producer) says,  

“remixing gives  
ordinary people  
the power to layer  
context and self- 
expression.”
Source: forbes.com

https://www.forbes.com/sites/tomtaulli/2020/01/31/tiktok-why-the-enormous-success/#35c438e065d1
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I can see interactivity rising in 
2021. After personalized  web 
experiences, interactive video 
content is something that has been 
rising - like Ask Video. Produced as 
short and engaging, is perfect to 
engage with younger audiences.

User generated content will be the 
“crown jewel” for great brands in 2021. 
The best pieces of content will be 
the ones marketers don’t create, but 
facilitate. At a time where consumers’ 
lives have changed dramatically, 
they look for people, not brands, 
for inspiration about products and 
services that fit within their new 
lifestyles post COVID-19.

Expert Insights

Fab Giovanetti
Marketing Consultant and 
Founder of Creative Impact co

In 2021, we will see a huge 
influx of user generated  
content enabling brands to 
really propel themselves. 
The rise of online selling 
will only increase and it will 
become the norm to curate 
UGC. After all, there is no 
better social proof than  
your audience talking  
about your brand.

Heba Sayed
Strategy Leader, IBM Cloud 
and AI, Middle East and Africa

No surprise for many but I think 
video will dominate social media 
engagement, we’ve seen the growth 
in Tiktok and YouTube and now 
Instagram Reels. The pandemic has 
proved that with so many of us online 
we’ve been exposed to creative, 
entertaining and thought provoking 
video content and we want more of it.

Gordon Glenister
Global Head of Influencer 
Marketing Branded Content 
Marketing Association

Video and music editing tools and 
effects available on TikTok and Koji 
mean that creating remix content is  
both simple and fun, and that is why 
these apps have become popular 
destinations for entertainment  
amongst Gen-Z audiences worldwide.

Ben Jeffries
CEO at Influencer

Declan Cox
DC Social Media 
Consultancy

VOICE OF THE PUBLIC

https://creativeimpact.group/
https://www.linkedin.com/in/hebasayed/
https://www.linkedin.com/in/gordonglenister/
https://www.influencer.com/
https://declancox.co.uk/free-30-min-consultation
https://declancox.co.uk/free-30-min-consultation
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Brands are already being incorporated into remixed 
content, through platforms like Koji. Consumers 
are mixing logos with pre-existing templates, even 
creating brand-led games.

A user-generated game, containing elements from 
Chipotle’s brand. Chipotle could have used this as 
an opportunity to drive engagement for their brand, 
through sharing it on their own channels. A competitor 
shared a similar game created around their brand, and 
gained 254 engagements over 4 days.

The risk with this type of user-generated content is that 
it could be missed by the brand themselves, especially 
if the brand isn’t tagged into the tweet. Image and 
brandrecognition is essential in this case.

How the trend will change the digital landscape

This new creativity will be embraced by brands and social media channels alike. Companies will look to provide 
users with more creative outlets, arming them with templates, tools, and assets to create original content.

While more apps, and the larger social platforms, will adapt to meet these demands. And to counteract rising 
competitors. Offering other outlets for users to create beyond video—expect to see a greater number of games, 
3D pics, and even VR and AR user-generated content led by Smartphone advances.

BRAND EXAMPLE

Chipotle

https://twitter.com/Arodriguez_94/status/1240781114924511233
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Give your users the right assets 
Digital assets, such as logos or branded templates, help 
people create or remix effectively. Give your users these 
assets to encourage creativity. 

Monitor your brand logo
Image and video recognition helps you track your brand 
across social media, even when it’s not directly mentioned 
in the text. This will help you find communities that are 
creating and engaging with remixed content. 

Engage with creators  
Once you’ve identified the content your audience has 
made, engage with it. This will encourage users to create 
more, while also improving engagement with your brand. 
User-generated content drives 28% more engagement 
than standard brand-led content.

Consider your channels
Are you missing social channels from your 
strategy? Platforms such as TikTok help 
connect your brand to a younger, more 
creative audience. If you’re looking to break 
into that demographic, start here.

Beware of the risks of UGC
Not all UGC is positive. It can lead to a 
crisis if significantly off brand, or critical of 
your company. Again, monitor this remixed 
content continually, so you can react quickly 
before it goes viral.

TAKEAWAYS

Get your brand into the remix mix

https://www.talkwalker.com/blog/video-recognition-1st-social-listening?utm_medium=referral&utm_source=smt-2021-report&utm_term=EN&utm_content=report&utm_campaign=smt-2021
https://www.comscore.com/Insights/Press-Releases/2012/3/comScore-Study-Finds-Professionally-Produced-Video-Content-And-User-Generated-Product-Videos-Exhibit-Strong-Synergy-in-Driving-Sales-Effectiveness
https://www.comscore.com/Insights/Press-Releases/2012/3/comScore-Study-Finds-Professionally-Produced-Video-Content-And-User-Generated-Product-Videos-Exhibit-Strong-Synergy-in-Driving-Sales-Effectiveness
https://blog.hubspot.com/marketing/what-is-tiktok
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9 The four Cs of COVID-19 content

Overview

Even if the pandemic is resolved in 2021, the repercussions will be felt for years to come. The shadow cast by COVID-19 
will most likely linger, making it hard for consumers to simply forget its consequences. Brands will need to adapt their 
communications with this in mind. The tone of 2021 will be shaped by the 4 Cs of COVID-19 content: 
 

Trend analysis When we look at mentions of the 4 Cs in 
relation to COVID-19, we can see they’re still 
conversation drivers— these topics are still 
trending online. In their search for information, 
consumers are turning to brands for  
information and reassurance relating to the  
crisis. 78% of consumers say that brands 
should help them out in their daily lives.

However, there is a communication gap 
between consumers and brands. While  
business accounts are focused on messages 
around supporting communities, consumers 
are more focused on cleanliness, with  
mentions still rising. In 2021, brands will  
have to be part of these COVID-19  
conversations, though they’ll need to  
assess the topic carefully to ensure their  
communication is relevant.

Community Contactless Cleanliness Compassion

https://www.marketingweek.com/brands-advertising-coronavirus-crisis/
https://www.marketingweek.com/brands-advertising-coronavirus-crisis/
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An important social media trend to 
watch in 2021 will be the evolution 
format for the events due to the 
pandemic situation, I think at a 
business plan adaptable to create 
a format that mix the online and 
offline opportunities and be able to 
replicate the networking moments 
in some meaningful way.

We’re seeing a rise in edutainment 
on social media platforms: longform 
educational content is condensed 
into bite-sized storytelling across 
the newsfeed and Instagram stories, 
feeding curious audiences that are 
now willing to spend more time 
consuming content that adds value 
and feeds their curiosity.

Expert Insights

Andrea Romoli
Facilitator and Digital 
Connector at In Sprint Srl

Bella Ibrahim
Marketing Manager at 
Kerning Cultures

“It’s not “Finger Lickin” good anymore as KFC temporarily dropped its iconic 
slogan because, with a pandemic going on, finger lickin’ is “”not currently 
advised”” and because of that, they have released a tongue-in-cheek 
campaign to go with it. 

As the 4Cs of COVID-19 (Cleanliness, Contactless, Community, Compassion) 
continue to be the new normal in marketing, it’s bound to change how 
message is relayed. The effects of COVID-19 will be felt for months to come. 
Brands need to consider the 4 Cs  in future marketing & PR efforts.”

Janet Machuka
Founder ATC Digital Academy

Across the MENA region, we expect to 
see the prominence of cash decline as 
the preferred payment method in favour 
of digital payments. With this, brands 
should consider how they can build trust 
in digital payments with consumers. 

Be prepared to redefine who you think 
your consumer is. The pandemic has 
accelerated the shift to online and with 
it, your typical customer is likely to have 
changed. Research from Checkout.
com suggests that most demographics, 
including older age groups, have shifted 
to eCommerce from offline commerce 
since the start of the pandemic. Not 
only do they have higher disposable 
income, but also exhibit higher levels 
of brand loyalty. Brands will do well to 
consider their checkout experience for 
this demographic. Assess your payment 
options, security measures and customer 
support functions to best serve this 
emerging demographic.

Mo Ali Yusuf
VP at Checkout.com

https://www.linkedin.com/in/andrearomoli/
https://kerningcultures.com/
https://twitter.com/janetmachuka_
http://Checkout.com
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The biggest social media trends of 
2021 will definitely be influenced 
by the COVID-19 crisis; because of 
the huge, worldwide scale of this 
issue and the way that it’s affecting 
absolutely everyone’s lives, it’s 
impossible to leave it completely 
out of your marketing campaigns 
or your social media strategy. But 
perhaps even more importantly, it’s 
affected the way people lead their 
lives: from their Internet usage, their 
buying habits, their priorities, their 
spending power... everything is 
affected in some way by COVID-19. 
Because of this, I think that 2021 
will be a year of experimentation: a 
year of trying new strategies, new 
approaches, even new products 
and services, in order to keep up 
with this new world order.

Social commerce will explode in 
western markets. Forward thinking 
brands will quickly embrace tools 
from social media networks to sell 
products in their native apps. Some 
will use live streamed video content 
featuring social media influencers. 
Consumers will lap this up as the 
growth of eCommerce skyrockets 
following COVID.

Ian Shepherd
CEO at The Social Store

2021 will be the year of minding your 
own business, just to stay in business. 
Retail’s not the only sector hit hard by 
the pandemic. B2Bs that relied on trade 
shows and conferences for deal flow 
will have to reinvent themselves online. 
And it all starts with optimizing the 
user experience by analyzing the data. 
Because whoever controls the layout, 
controls the payout.

Lilach Bullock
Business Success Coach & 
Consultant, Content Marketer

Eric Schwartzman
Digital Marketing Consultant

KOL Commerce. KOLs also known as social influencers are taking social commerce 
by storm. The rise of social commerce has been phenomenal in Asia, fuelled by the 
pandemic, influencer marketing model has quickly evolved social commerce into 
the space of live commerce powered by influencer marketing scaling across  
social platforms.

Eileen Ooi
Managing Director PHD Malaysia

http://thesocialstore.co
http://www.lilachbullock.com
https://www.ericschwartzman.com/about/
http://linkedin.com/in/eileenooi
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Brands were quick to engage 
with the main health and safety 
messages when COVID-19 first 
came to light, helping diffuse it 
within their communities. The 
phrase “wash your hands” was 
shared by companies 81.7K times 
in the 5 months since lockdown 
began in March.

LEGO engaged with this in their own 
unique way, sharing the message with 
their family audience (also note the use 
of employee advocacy). This tweet alone 
generated just short of 4K engagement. 
They’ve continued to engage with this 
messaging throughout lockdown and 
beyond, building on their community 
aspect, and encouraging cleanliness, 
especially among younger audiences.

How the trend will change the digital landscape

The 4 Cs should shape brand communications over the coming 
year, adapting as the key consumer concerns change. Brands will 
connect more with their consumers, analyzing their conversations 
to understand the details of their concerns, enabling them to tackle 
these issues more effectively. 

BRAND EXAMPLE

LEGO

https://twitter.com/LEGO_Group/status/1253277512823648256
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TAKEAWAYS

Bring the 4 Cs to your brand content

Engage global trend analysis
ou can’t only look at the brand or even 
industry trends. Consistently monitoring the 
pandemic, and seeing how you can help 
your customers through it, will make a big 
difference in your communication strategy. 
Promoting key messaging can help you 
engage and build stronger connections with 
your community.

Be conscious of the ongoing pandemic
Your main priority could be to drive sales for 
your brand or to boost company awareness. 
But for your consumers, the ongoing 
pandemic is still driving their motivations. 
Invasive advertising won’t work. Instead, focus 
on relevant content that covers audience 
needs and concerns.

Focus your content on the 4 Cs 
Link back to the elements that consumers are  
focused on and connect those points to your brand.  
Is your store tackling cleanliness worries that you should 
highlight? Or would a more compassionate emotion-based 
campaign go down well in the current climate?

Understand where your  
brand sits within the crisis
Crisis management is a daily occurrence. Make sure you 
know how your audience is responding to your brand 
messaging, as the issues are changing every day. This will 
help you shape your marketing messages and avoid other 
brand decisions that could create negative PR.

Prepare for the next major issue
2020 has been a tumultuous year that blindsighted many. 
Prepare a crisis plan that prepares you for the unexpected. 
You never know what issues you could be responding  
to next.

https://www.talkwalker.com/blog/pr-crisis-management?utm_medium=referral&utm_source=HubSpot-SMT&utm_term=EN&utm_content=report&utm_campaign=smt-2021
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8 Memetic media

Overview

Forget emoji. Clean your desktop of the GIFs. Memes are now the way to communicate. They’re spreading across the 
internet as a fun way to engage communities. They’re not all positive and cute, however. As per any communication, they 
can be used to manipulate the mindset of viewers. They can be used to normalize extreme behavior, like external agencies 
interfering with elections or other major events. In 2021, you need to be ready to protect your brand from memes.

Trend analysis

Memes are big amongst younger 
generations, with 55% of 13-35-year-
olds sending memes every week. 
Over the last year, that number has 
grown. Mentions of memes increased 
over the last 13 months, from 19.8M 
mentions in August 2019, to 24.9M in 
July 2020 (+26%), with a peak of 28M 
during April 2020. Users turned to 
them for engagement and escapism 
while under lockdown.

As memes become more popular, though, they become more susceptible 
to being used for malicious reasons. With disinformation on the rise, these 
memes can influence the mindset of consumers. Many of these mentions 
originated from forums that are highly politicized and topics covered  
included COVID-19 (2.9%), the economy (2.8%) and politics (2%). All highly 
charged topics are at risk of memetic manipulation. In the coming months 
and years, expect memes to be used more to persuade consumers, both  
on key issues such as these, and the ones that could impact your brand.

https://www.ypulse.com/article/2019/03/05/3-stats-that-show-what-memes-mean-to-gen-z-millennials/#:~:text=55%25%20of%2013%2D35%2D,sending%20them%20every%20single%20day.
https://www.ypulse.com/article/2019/03/05/3-stats-that-show-what-memes-mean-to-gen-z-millennials/#:~:text=55%25%20of%2013%2D35%2D,sending%20them%20every%20single%20day.
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Given the current business environment and the herculean 
task of charting the road to recovery, Social and Influencer 
Commerce leveraging each platform’s native features will become 
a top priority for Brands and Businesses The Boom in Short 
Video Content Space  has opened up massive engagement 
opportunities for Creators, expect Brands to learn the craft of 
Short Stories and personalize content at scale. Lastly, the past few 
years we have seen the rise and rise of Moments & Memes. We 
will see more and more consumer brands acting and behaving 
like Memers in the coming times!

Expert Insights

Hitesh Rajwani
CEO at Social Samosa

Talk about last 10 years or last 6 months, there 
has been immense fatigue in the content listed 
on all kind of social channels. Consumer is 
evolving and their options are ever-growing, 
hence it is important that a touch of innovation 
is constantly there in content marketing 
charters - memes have evolved from simple 
stickers to GIFs and now video memes. The 
old school style of Satire is the new-age 
catalyst in marketing.

Komal Gupta
Head Content Marketing & 
Storyteller at Ferns N Petals

VOICE OF THE PUBLIC

http://www.socialsamosa.com
https://www.fnp.com/
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Memes are a fast and easy way for 
consumers to respond to company news, 
which can be a great benefit for brands. 
Following company news or releases, you 
can quickly get a feel for how it was taken 
by reviewing the meme responses from 
consumers.

Following Sony’s PS5 
reveal trailer, users quickly 
responded with memes 
related to the product’s new 
look. The simplicity of the 
format is easy to engage with 
and quick to share, so these 
images can go viral quickly. 
This one alone generated 
180K engagement.

How the trend will change the digital landscape

While it’s impossible to predict the next meme, they’re sure to 
appear across social media in the coming years, even filtering 
into mainstream media. As they arise, expect to see an increase in 
monitoring the format, for brands, and to minimize the propaganda 
potential of the medium. We may even see new regulations appearing 
as platforms attempt to mitigate the risk of challenging memes.

BRAND EXAMPLE

PlayStation

In this case, the memes were more towards banter, rather than a potential 
crisis. PlayStation social media managers no doubt monitor their logo in 
case that chatty tone changes.

Memes are a 2-way street. PlayStation echoed the ‘this is Sparta’ meme 
to connect their latest game release with their community. This tweet 
garnered 14.3K engagement, demonstrating that with relevant messaging, 
you can build strong audience connections.

https://twitter.com/Danny8bit/status/1271194045453176833
https://twitter.com/PlayStationUK/status/1285545157031596032
https://knowyourmeme.com/memes/this-is-sparta
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Monitor your brand logo
Normally, memes will appear with little to no text 
mentions. The only way to see if your brand is in one is 
through monitoring them through image recognition.

Engage in the meme community
Connecting your content to popular memes can help 
engage this aspect of the community, encouraging 
engagement, with the aim of creating more virality for 
your brand.

Share user-generated memes 
If any user-generated meme jumps out, try to share it 
on the channels they’re naturally most effective on—
forums like Reddit and Twitter are ideal for this. Make 
sure you credit the creator, as it’ll build a stronger brand 
connection while encouraging others to create branded 
content too.

Be careful what you post 
In late 2016, Wendy’s included a meme including 
Pepe the frog. This caused significant negative 
response, as the character is often associated 
with the Alt-right. Wendy’s had to respond 
quickly and delete the offending tweet. Before 
you share a meme, make sure you’re 100% 
certain of what it means and its implications.

Check the regulations
As memetic media continues to grow, there 
will be repercussions, and possibly regulations. 
Keep track of them to make sure you’re not 
breaking any rules. Memes also live on the edge 
of copyright rules. Careful use is essential when 
using memes for marketing purposes, so be 
cautious to avoid any legal repercussions.

TAKEAWAYS

Create brand content like you meme it

https://www.talkwalker.com/blog/what-is-image-analysis?utm_medium=referral&utm_source=smt-2021-report&utm_term=EN&utm_content=report&utm_campaign=smt-2021
https://www.theverge.com/2017/1/4/14166222/wendys-twitter-account-memes-pepe
https://www.theverge.com/2017/1/4/14166222/wendys-twitter-account-memes-pepe
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7 Nostalgia marketing

Overview

It’s easy to look back on 2019 and think how much better it was. The positive emotions connected with the “good old 
days” help boost current emotions. The appeal of nostalgia marketing is clear. It connects strong positive emotions to your 
brand, and gives it a sentimental boost. During times of uncertainty and economic downturn, it appears more frequently as 
consumers look to connect with happier times to distract from current situations.

Trend analysis

As soon as the lockdown hit, the rose-tint-
ed glasses went on. Mentions of keywords 
related to nostalgia or remembering the 
past, shot up from a baseline of around 
13M mentions to 24.4M (+88%).

People want to remember the “good old days” even if they weren’t so good. Nostalgia marketing was used more during the 
1920’s depression, the late 2000’s Great Recession, and therefore should be big in the economic downturn over the coming 
years.

Connecting with positive memories from the past helps people disconnect from their current struggles. Connect that positive 
memory to your brand and that sense of positivity will build an emotional relationship with your consumer. You made them 
feel good, therefore they associate your brand as a good brand. 

https://www.nytimes.com/2009/04/07/business/media/07adco.html?auth=login-google
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After 2020, we need to remind our community, 
how precious a world full of freedom was. With 
some nostalgia marketing, we can create fun 
campaigns and look back to the good old days. 
The world is change, and we never know when 
it’s over. Staying positive is the best way to life 
with this pandemic.

Expert Insights

Aji Aditra Perdana
Head of Social Media & Content 
Marketing, Home Credit Indonesia

Nostalgia campaigns work especially well with 
Millennials as they mainly focus on purpose 
also because a good marketing strategy 
should always have a purpose. Reliving positive 
memories and beloved icons from the past 
can feel good. We are all so busy with hectic 
schedules every day that fond memories that 
make us smile leave us open to brand messaging.

Eleonora Rocca
CEO @ Elle Innovation Consulting I Co-Founder @ 
Growence I Digital Strategy Consultant I SpeakerI 
Lecturer

Totally and why not! We’ve seen times 
where we were #inittogether and 
togetherness leaves a plethora of 
memories behind. Business leaders 
should make sure each social media 
share has that little emotional edge  
that captures the attention of their 
target audience.

Sakshi Saxena
Marketing Communications at Bizongo

VOICE OF THE PUBLIC

https://www.instagram.com/adjieperdana/
https://www.linkedin.com/in/eleonorarocca/
https://bizongo.com/
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Netflix has always been masterful at creating content that hits the mark with their 
audience, balancing the mix between creating original ideas alongside shows that 
tweak viewers’ nostalgic needs.

Stranger Things has been a hit for the streaming platform - heavily relying on 
80’s nostalgia to entice their audience. The show was mentioned 6.1M times, with 
23.1M engagement. In early July, they released the first season of The Baby-Sitters 
Club. Based on the books and TV series popularized in the 90s, it’s another well-
aimed nostalgia kick.

The show also actively engages with topics critical to their viewers, encompassing 
another trend around targeting socially conscious audiences. This has led to 67K 
mentions, with 201.4K engagement. With 53.5% positive net success, the show 
has been a hit, with just time needed to build another successful show for Netflix. 
This is an active strategy for Netflix. Nostalgia was mentioned alongside the brand 
157.5K times with 6.7M engagement. We can expect that to rise in the coming 
years, as people look more for more escapism.

How the trend will change 
the digital landscape

2021 will see the rise in more 
nostalgic elements. It could 
be stories associated that play 
with themes from “better days”, 
content that revolves around 
classic elements, re-releases of 
now defunct products, or even 
content presented in more “old 
school” ways.

We may also see brands segment 
their audience further. Nostalgia 
marketing will only work for one 
generation at a time—we could see 
content themes being adapted 
to suit the targeted audience. An 
8-bit style racer game made by 
Ally Bank and promoted on Reddit 
will work for one generation, for 
example, but not for another.

BRAND EXAMPLE

Netflix

https://www.allyracer.com/
https://twitter.com/anne_theriault/status/1279864538687561736
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Know your audience 
For nostalgia marketing to work, you need to consider 
your audience in different demographic sets. Remember, 
each campaign will probably hit an audience within a ten 
year age bracket, and even then, gender, location and 
other factors will impact the effectiveness.

Go big data digging
To find that gold nugget that entices your audience, you’ll 
have to really dig into your historical data. Reverse trend 
analysis plays a major role. What was big in the 70s, 80s, 
90s? Look not just within your industry, but culturally, too.

Old is the new new 
Revisit your product catalogue and see what could be re-
released now. Not only will you hit that nostalgic spot for 
your existing audience, but younger generations could be 
tempted to buy, as the product would be new to them.

Think outside the box
The Ally racer game mentioned above 
engages their audience with limited brand 
intrusion and connects in a fun way. Games, 
songs, brand design, and even retro flavors 
can help engage with consumers’ pasts and 
connect on a more sensory basis.

Engage retro influencers
Many existing influencers have built 
communities focused on nostalgic elements. 
Look to them for content ideas or introduce 
them into your influencer strategy to connect 
with an audience that is already connected 
with the best bits of the past.

TAKEAWAYS

Time to get brand nostalgic

https://www.talkwalker.com/blog/what-is-influencer-marketing-and-why-your-brand-needs-it?utm_medium=referral&utm_source=HubSpot-SMT&utm_term=EN&utm_content=report&utm_campaign=smt-2021
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6 A little more conversation(al marketing)

Overview

Marketing is a two-way street. 
Brands can no longer shout 
their messages into the void 
and hope for the best. Instead, 
it’s all about conversations 
and connections—having 
conversations with consumers 
to build those relationships, 
and create sales.

The pandemic has brought 
this to the forefront. Sales 
are no longer top priority 
for customers. Instead, it’s 
information, engagement, and 
social issues that are driving 
engagement and future 
retention. Connecting with 
those stories will be key in 
2021.

Trend analysis

Conversational marketing is a method of engaging 
customers through conversations—chatbots, social 
messaging, calls, and more. Building relationships 
through personalized, one-to-one content.

This is a fairly new methodology—Gartner  
highlighted it as starting to trend in 2018.  
When you look at the key verb phrases, you can 
see why it is a critical tactic during a crisis. It is 
highly adaptable, so you can alter your messaging 
quickly to meet varying situations or consumers. 
Plus, technology is starting to catch up with the 
conversational marketing potential, with more 
AI-powered solutions, omnichannel conversations 
with hyper-realistic chatbots are now possible, 

meaning you can have personalized 
contacts on an enterprise scale. 2021 
will enable conversational marketing’s 
full potential.

Combine this with a more  
conversational tone in messaging,  
one that brings a human voice to  
social media, and you open up  
your brand to active consumer  
conversations. Facebook themselves 
suggest empathy, knowledge and  
personality are essential to create  
this natural style.

https://www.hubspot.com/flywheel
https://www.hubspot.com/flywheel
https://www.hubspot.com/conversational-marketing
https://www.gartner.com/en/documents/3884103/hype-cycle-for-digital-marketing-and-advertising-2018
https://www.gartner.com/en/documents/3884103/hype-cycle-for-digital-marketing-and-advertising-2018
https://ai.facebook.com/blog/state-of-the-art-open-source-chatbot
https://ai.facebook.com/blog/state-of-the-art-open-source-chatbot
https://ai.facebook.com/blog/state-of-the-art-open-source-chatbot
https://ai.facebook.com/blog/state-of-the-art-open-source-chatbot
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Revealing the human side of the brand: Smart businesses 
will understand that being transparent, authentic, and 
even vulnerable is smart marketing in 2021. People 
connect with people. This means the brand should be 
personified in a way that reveals who they stand for and 
what they stand for. Get more faces out there, create more 
video, and talk about what matters to your core tribe.

Expert Insights

Michael A. Stelzner
CEO & Founder, Social Media Examiner

In 2021 a focus on original & authentically branded 
content will dominate the next wave of marketing. Defined 
brand voices will ultimately assist in better-developed 
chatbots and voice search leading to growth in strategic 
marketing, and a demand for technology to feel more 
human in its engagement with the end consumer.

Ming Johanson
Mother of Unicorns

Social media has played a key role in how many small 
medium enterprises (SMEs) have remained connected 
to customers during the pandemic. 2021 will be the year 
that social commerce takes off. More small businesses 
need to change up their usual marketing tactics and 
connect with customers on social media channels to  
stay ahead.

Andrew Pinto
Head of Marketing Mudah.my

Community Building is going to be one to watch out 
for! Lots of brands ramped up demand gen and brand 
building activities during COVID-19, 2021 is the time 
their activities will move further into fruition; they should 
push the throttle on this - it always reaps rewards! 
Communities build brand, which builds business.

Vanshika Mehta
Brand Storyteller and Community  
Builder, Solopreneur
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Brands need to be more human on social media, 
inviting the world to your dinner table for a 
meaningful and engaging conversation. You are 
your fan’s greatest fans and need to embody that 
no matter what social media channel you live on. 
Emote, respond, recognize, relate, be engaging. 
We’re not robots.

Aaron Kaufman
Director of Social Media &  
Community at Square Enix

Honest, personalized conversations. We need 
to put customers at the heart of the messaging 
strategy and the best alternative to meeting 
them in person, is with video. Brands need to 
humanize this virtual relationship and create 
emotional connections. It is time to listen more 
to customers and less to shareholders.

Janitha Sukumaran
Founder of Rantau Golin

AI marketing is revolutionising how brands do business. Efficiency, 
streamlining and cost-effectiveness are becoming watch words 
for brands to help them cope with changing market needs as 
they adapt to doing things differently. Understanding customer 
behaviour has never been more important, and this is where AI 
marketing has the opportunity to excel.

Kareem Farid
Founder of Leap Comms, 
KF.Solutions, 16 Secs, Kundera App

Marketing Automation via Conversational Commerce will be more 
important than ever in the years to come. With time spent on 
messaging growing exponentially; 68% of users choosing texting 
as their preferred way of communication  and solutions like Google 
Duplex already hitting the market (check the Google Duplex A.I 
Assistant video on YouTube), brands should seriously start building 
their conversational funnels online

Sotirios Seridis
Founder and Head of Product 
Marketing at XYZ Lab
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With the introduction of LinkedIn 
Stories to some areas earlier this 
year, storytelling through ephemeral 
content is not slowing down. As 
we have already seen, this kind of 
storytelling is really powerful and 
allows brands to peel back the curtain 
to really share their personality with 
their audience. And audiences love 
that they can share in the moment and 
interact and engage with their favorite 
brands and companies. 

With a quarter of Millennials and 
Gen Z users looking to stories for 
information about brands and 
products, and with social media 
platforms exploring more and more 
ways for users to connect shopping 
to this experience,  I only expect 
it to grow over 2021. The biggest 
challenge for brands is to look for new 
ways to create innovative content that 
will stand out and stop their followers 
from scrolling.

Mireille Ryan
CEO - Social Media Marketing  
Institute

The most important social media trend to watch in 2021 will be community 
focused activity. Groups and building a community around your brand will become 
more prominent as businesses struggle to learn new ways of doing things. Sharing 
our knowledge, assisting others and webinars will become essential as we navigate 
our way around working from home and remote working options. There are so 
many companies out there who are still new to social media and the companies 
who will stand out will be the ones who offer demos and add value with content 
that inspires, gives hope and educates. Let’s mind each other more this year and 
walk the walk, helping each other with RTS and sharing each others’ content.

Samantha Kelly
AKA Tweetinggoddess and CEO  
of Women’s Inspire Network

With social media ad platforms 
continuing to get saturated, 
producing innovative, ‘stand 
out’ creative is going to be 
more important than ever. 
If your ad creative looks like 
everyone else’s, you’re doing it 
wrong. How will you stand out 
in 2021?

Dan Knowlton
Co-Founder & CMO, 
Knowlton

I expect collaboration to become much more 
prominent, not just among influencers as 
we know them, but also  brands, agencies, 
business leaders and independent talent 
alike. I believe in collaboration and ‘collective 
spirit’ and think it’s about time like-minded 
brands and people show more openness to 
collaborations that would’ve previously been 
shunned by those with a little too much  
red tape.

Ellie Hernaman
CEO at Truffle Social

https://www.linkedin.com/in/mireilleryan/
https://www.linkedin.com/in/mireilleryan/
https://www.socialmediaexaminer.com
https://twitter.com/Tweetinggoddess
https://knowltonmarketing.co.uk/
https://www.socialmediaexaminer.com
https://www.trufflesocial.com/
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Marketers will gain appreciation for Omnichannel 
Social Media. This means that social media 
messages will extend across platforms and even 
channels, reaching audiences and customers 
by amplifying social messages across various 
touchpoints. There is much more opportunity 
for social media to be tied into all media, and the 
unpredictability of 2021 will accelerate that shift.

David Berkowitz
Founder, Serial Marketer

I think livestreaming will EXPLODE even further 
in 2021 and beyond. It’s definitely a trend worth 
tracking. Streamyard, for instance, allows up to 10 
presenters to stream to 8 sites at once and record 
continuously for 8 hours. What’s not to love?

Keith Keller
Twitter Video Marketing 
Specialist, Keithkeller.com.au

The new business model for writers and content creators will be 
to monetize their individuality through social media platforms that 
provide direct access to a smaller, more engaged audience which 
will continue to upend the media landscape.

Brendan Weitz
Head of Product Partnerships, 
Quora

Driving engagements through individualization to build sustained 
conversations that stay relevant and engage enmasse.

Malay Harsha
VP Marketing at Clevertap

As the world moves increasingly online there’s a lot more 
competition for attention and retention. The key for 2021 is making 
your content work hard to grab and maintain an audience. It’s 
essential to be entertaining, compelling and to understand human 
behaviour.

Dan Thorne
Senior Social Media Manager at 
Guinness World Records
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Domino’s interactive Facebook 
Messenger bot helps tackle consumer 
questions on a large scale enabling 
customers to quickly and easily access 
customer support, track orders, and 
best of all, buy directly. The bot has 
a name, Dom, giving it personality, 
even if a person isn’t involved. This 
combines perfectly with the brand’s 
conversational style that also engages 
with relevant, relatable content. 

How the trend will change the digital landscape

In 2021, expect brands and platforms to engage in more AI-led 
opportunities in order to connect with more consumers. Promotions 
will become less forced and derive more from natural conversations 
and established relationships with consumers.

BRAND EXAMPLE

Domino’s

https://twitter.com/dominos/status/1300463356277481473
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Start those consumer conversations 
Consider how you position your brand with consumers 
and give them ways to start conversations with you. 
Chatbots, social media messaging, and SMS all provide 
opportunities for your brand to speak with your audience.

Review your customer journey
Across all your content, look at new ways to lead your 
consumers into connections. Live-streamed demos are a 
great way to add personality to the sales process, while 
heavily focused sales content will quickly deter people 
from your brand.

Soften your tone of voice 
Start showing the human side of your brand. Lose the 
sales-speak and instead, focus on creating a tone that is 
more approachable. People will more likely connect with 
your brand if they feel that more authentic connection. 

Break the silo between marketing  
and customer service
Many of your conversations start in the 
customer service department. Working more 
effectively between these two channels can 
reveal new marketing opportunities and 
create workable solutions for your customers.

Create a single source of truth 
Integrate your customer service data, from 
chats, emails, and calls, into your analytics 
platform. This will provide additional insights 
into all aspects of your customer journey, 
from identifying key messages that engage 
consumers, revealing pain points causing 
speed bumps in the sales process, to post-
sales complaints that could cause impact on 
your brand. Try out the HubSpot free CRM to 
make this process easy.

TAKEAWAYS

Bring the conversation to your consumers

https://www.talkwalker.com/blog/social-data-to-optimize-your-customer-journey?utm_medium=referral&utm_source=HubSpot-SMT&utm_term=EN&utm_content=report&utm_campaign=smt-2021
https://www.hubspot.com/products/crm


282021 Social Media Trends Report

5 Social gaming = gaming social

Overview

As the COVID-19 lockdown took hold, people turned to video games as another form of distraction. Forums and groups 
have risen within and around games, creating entire communities dedicated to the various fanbases. As we learn more about 
how players benefit from games, developing relatable skills that are valuable within the real world, in 2021 we should see the 
stigmatism associated with gaming lift, as brands become more focused on these relevant communities.

Trend analysis
Over the last 13 months, the number of 
people who identify as gamers (include 
references to gaming as part of their social 
bios) has increased from 31.1M in August 
2019 to 41.2M in July 2020 (+32%), with 
an immediate uptick shown during the 
lockdown months. The conversations these 
consumers are having reveal the trend.

The keywords that come up more frequently are not related to the games 
people play, but rather who they play with. People, friends, community are 
all conversation drivers, with platforms for connecting with other gamers 
(Twitch, YouTube, streaming) also showing up. The tone is also surprisingly 
positive. People can’t connect face-to-face in the real world during a global 
pandemic, so instead, they’re building connections in the digital realms. 
These communities are only going to get stronger in 2021 and beyond.
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Technologies like AR and VR will help in 
creating a social media virtual reality world 
where people can connect, play games, 
and explore. 

Brands started recognizing social media 
as customer service channels, since 
customers try to reach out to them 
on social media. Social networks and 
regulatory bodies will tighten their norms.

Expert Insights

Nur America
Director and Founder, Newness

Gaming audiences is still a 
largely untapped but potentially 
effective avenue for brands to 
drive innovative forms of social 
engagement. To succeed, brands 
should go beyond just integrating 
products & key messages; and 
focus on the experience they want 
to build; that’s unique to their brand 
essence & core values.

Eunice Yin Ern
Social Strategy Lead at Digitas

Gen-Z audiences use gaming and 
social media in equal measure, 
and that is why these worlds 
are beginning to merge. As the 
gaming industry is set to be worth 
$94 billion by 2024, brands should 
consider implementing marketing 
strategies on gaming sites to 
complement their wider social 
media strategy.

Ben Jeffries
CEO at Influencer

The blurring of lines between social media, 
and gaming platforms will be something 
to watch out for, as these two communities 
continue to evolve, and merge.

Jheric Delos
Angeles, Head of Marketing & 
Partnerships at Amanotes

The biggest trend that I see is User Generated Content and 
gaming interactive form of contents. The reason for this 
trend to grow is because most of the online users like to 
interact and engage with content that has entertainment.

Rahul Pillai
Senior Social Media Analyst, Freelancer

VOICE OF THE PUBLIC

https://www.newness.nl/
https://www.socialmediaexaminer.com
https://www.linkedin.com/in/euniceyinern/
https://www.influencer.com/
https://amanotes.com/
https://www.linkedin.com/in/rahul-pillai-24314243/
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With the closure of movie theaters, it’s been challenging for production 
companies to ramp up marketing efforts for upcoming films. As well as 
relying on social media to maintain buzz, some have engaged growing 
gaming communities to boost awareness and headlines. Warner Bros. 
made the most of their relationship with the Fortnite game to reveal the 
trailer for their latest movie, Tenet. They benefited from Fortnite’s Party 
Royale—a space within the game specifically designed for players to 
engage with the community away from playing.
 

How the trend will change  
the digital landscape

Expect to see more franchises to expand 
beyond their gaming origins, building 
more upon their community connections. 
With environments like Facebook Horizon 
due to launch later in 2020, we’ll see more 
communities appearing within gaming 
and virtual worlds, each with their own 
interests. We’ll also see more brands 
breaking into these audiences, creating 
personalized content targeted to drive 
engagement, and ultimately, sales.

Overall, the Tenet trailer was 
mentioned alongside Fortnite 
2.6K times, generating 10.3K 
engagement. These are not 
massive numbers, but those are 
just the conversations outside 
of the game. It was within the 
Fortnite community that the real 
conversations and connections 
happened.

Spotify also saw the benefit of these gamer connections, partnering as 
the exclusive audio streaming partner for League of Legends Esports. This 
demonstrated a connection between two relevant audiences, and created a 
separate marketing channel.

BRAND EXAMPLE

Warner Bros.

https://twitter.com/getFANDOM/status/1263561764572028928
https://esportsinsider.com/2020/08/league-of-legends-esports-spotify/
https://esportsinsider.com/2020/08/league-of-legends-esports-spotify/
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Look for more communities 
Communities are popping up everywhere, from groups 
on social media to influencer fanbases, and even gamers 
within their own gaming world. Find ones with the right 
demographics for your brand and you have a ready-made 
consumer base waiting to be spoken to.

Up your social listening game
As these communities grow across more niche platforms 
or across multiple platforms, you can’t rely on basic social 
listening to understand them. Broaden your opportunities 
with more data sources, such as Twitch (for gaming 
communities) or platforms like Quora (a collection of 
communities in itself).

Understand those communities 
You can’t just jump feet first into these communities 
and hope for the best. Understand what makes these 
audiences tick and create content designed for them. 
It’ll be less invasive and will be more likely to build the 
engagement you want.

Break the mold
Part of the success for the Tenet/Fortnite 
teamup was the ingenuity. Releasing a trailer 
over a video game was so new that it drove 
a significant number of press mentions. The 
originality of the idea was just as effective as the 
idea itself. When it comes to your next release, 
see if there are more creative ways to share the 
news while engaging your community.

If you can’t advertise on them, join them 
Not every platform offers commercial 
opportunities. If they are relevant to your 
audience, though, they should be relevant to 
your brand, too. Wendy’s highlighted this by 
inviting fans to join them in streaming games 
like Animal Crossing and Minecraft during the 
lockdown. Their Twitch community now has over 
86K followers.

TAKEAWAYS

Get your brand game on

https://www.talkwalker.com/blog/quora-marketing?utm_medium=referral&utm_source=HubSpot-SMT&utm_term=EN&utm_content=report&utm_campaign=smt-2021
https://www.twitch.tv/wendys
https://www.twitch.tv/wendys


322021 Social Media Trends Report

4 Old-school marketing for a new market

Overview

Some trends come and go overnight. Some circulate, bouncing back into the social consciousness every now and 
then. Marketing techniques are no different. Tactics we previously saw can suddenly reappear, especially during 
times of uncertainty - with comms professionals switching back to tried-and-tested methods over disruptive ideas. 
In 2021 we will see a rise in “old-school marketing” as brands switch back to a simpler way of engaging consumers.

Trend analysis
The shape of ‘old-school marketing’ can be seen through our Conversation 
Clusters. During the COVID-19 crisis, people were craving more relevant 
information. Old-school marketing tactics such as newsletters and podcasts 
may lack the finesse of more recent methods, but they’re easy to establish 
by marketers and most importantly, easy to consume by customers.

55% of Americans now listen to podcasts, while newsletter mentions were 
up 14% during lockdown. 2021 will see continued growth in these areas. 
There’s also a rise in ‘old-school’ communication methods coming from 
users, with voice calls coming back. Voice used to be essential for com-
munication, with calls significantly outweighing the use of messaging. Yet 
currently, 68% of consumers text more than they talk on their smartphones. 
Now, we’re seeing voice coming back, with voice search, voice notes, and 
now voice Tweets—a method to tweet your stories with vocal additions. This 
‘new’ communication method has already had 164K mentions with 744.4K 
engagement, showing these will become bigger in the coming years.

https://www.talkwalker.com/blog/trend-research-with-conversation-clusters?utm_medium=referral&utm_source=smt-2021-report&utm_term=EN&utm_content=blog&utm_campaign=smt-2021
https://www.talkwalker.com/blog/trend-research-with-conversation-clusters?utm_medium=referral&utm_source=smt-2021-report&utm_term=EN&utm_content=blog&utm_campaign=smt-2021
https://www.edisonresearch.com/the-infinite-dial-2020/
https://www.paldesk.com/why-do-people-rather-text-than-talk
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Marketers need to be digital first in 
mindset today. That’s why “old school 
digital marketing” is as important today as 
ever. From customer education through 
blog posts and email marketing to 
engaging with consumers in webinars, 
videos, and even podcasting, old school 
digital marketing is all the rage

Expert Insights

Neal Schaffer
Author, The Age of Influence

As 90% of podcasts are listened to on a smartphone – essentially being 
‘radio on demand’ – the creation of a series of podcasts to deliver business 
updates, to keep employees and staff motivated and to update on the state 
of play, has proven to become an effective means to really resonate and 
build a level of trust with internal audiences in the absence of the physical 
office set up.

As we now come out of these few months and some of us move back into 
offices, whilst others stick to working from home, one thing’s for certain:  
how we communicate will never be the same again.

Cheryl King
 Managing Director, markettiers MENA

From a brand perspective, studies show that podcast advertising is more 
effective than other forms of digital advertising thanks to deep audience 
engagement and strong host/listener rapport. So, when you look at 
the opportunities for custom-made podcast series and audio ads, the 
opportunity to reach a young digitally minded audience is absolute.

Leila Hamadeh
CEO Finyal Media

Federica Brancale
CEO at Marketing Freaks

Micro > Macro: we will see a rising 
importance of micro targeting, micro 
influencer and small data. The little is 
the detail, the more is the value.

https://nealschaffer.com/
https://www.socialmediaexaminer.com
http://www.markettiers.com
https://finyalmedia.com/
https://www.themarketingfreaks.com/
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With the rise in popularity 
of podcasts, we’ve seen an 
increase in new podcasts 
created over the last 13 months, 
with 57.6K mentions related to 
new podcast series. The topics 
and creators involved are highly 
varied. From brands stepping 
into the medium, celebrities 
expanding their engagement, 
influencers from YouTube 
or TikTok increasing their 
audiences, and even educational 
podcasts to help consumers 
deal with the stresses caused by 
the pandemic.
 

How the trend will change  
the digital landscape

Like many of our other trends, this 
is about building communities. 
What’s different here, is that it isn’t 
about how the content is shared—
it’s that the content is good and 
easy to access making for a great 
user experience. Expect brands to 
focus more on providing consumers 
with more content to fulfill their 
information voids with a particular 
focus on content over style.

TheNewsMarket already had a more ‘old-school’ marketing model providing 
professionals with industry news through various newsletters. A podcast was 
the perfect fit, and with the launch tweet garnering 8.5K engagement, their 
audience connected with it straight away.

BRAND EXAMPLE

TheNewsMarket

https://twitter.com/TheNewsMarket/status/1258306849075585024
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Focus on providing the information consumers need 
Providing relevant information quickly should become 
higher priority. High value video production looks great, 
but it takes time and can be challenging in a working from 
home environment. Podcasts and newsletters can build 
those connections quicker. Here’s some more info about 
starting a podcast for your business.

Use newsletters to nurture your audience 
31% of B2B marketers say newsletters are best for 
nurturing leads. With creative segmentation of your 
database, you can have hyper-personalized messaging 
that really cuts through to the information that your 
consumers are looking for.

Look for podcast opportunities 
Even if creating your own podcast may not be suitable, 
it’s become such a broad market—there will be one out 
there suitable for a brand relationship. Interviews and 
sponsorships give you an opportunity to connect your 
company to a pre-nurtured, defined audience.

Find omni-influencers
Community focused influencers work across 
multiple channels, combining newsletters and 
podcasts with TikTok, Instagram, and Facebook 
content. These omnichannel influencers 
have multiple connection points with their 
audience, ensuring their content has maximum 
engagement and impact.

Add the ‘listen’ to social listening 
With the increase in voice usage through social 
media and podcasts, textual and visual social 
listening could miss spoken mentions. Audio 
analytics ensure that you never miss a brand 
mention - though only the most advanced social 
analytics platform will include them.

TAKEAWAYS

Out with the new, in with the old school

https://blog.hubspot.com/marketing/everything-you-need-to-know-before-starting-a-podcast
https://blog.hubspot.com/marketing/everything-you-need-to-know-before-starting-a-podcast
https://contentmarketinginstitute.com/wp-content/uploads/2019/10/2020_B2B_Research_Final.pdf
https://contentmarketinginstitute.com/wp-content/uploads/2019/10/2020_B2B_Research_Final.pdf
https://www.talkwalker.com/case-studies/2018-world-cup-sponsorship-report?utm_medium=referral&utm_source=HubSpot-SMT&utm_term=EN&utm_content=report&utm_campaign=smt-2021
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3 Social media giants adapt to the new normal

Overview

Often when reviewing social media trends, there are folks that will cry out that one platform is dying, or that another will 
take over. For this trend, we predict that the dominant social media platforms of today will be just as significant in 2021 and 
beyond. They may have new features and will adapt to the trends in their own particular way, but their significance is unlikely 
to dwindle in the coming years.

Trend analysis

Over the past 13 months, the level of news stories around the 3 biggest social 
media platforms (Facebook, Twitter, Instagram) have balanced out with Twitter 
being mentioned slightly more across digital news channels. Despite differences 
in audiences, demographics, and users, these channels hold similar positions 
in consumers’ minds, and it’s extremely unlikely they will lose that dominance. 
Even though awareness of TikTok is increasing through numerous stories mainly 
focused across the US, it still has a long way to go before it catches up.

These larger platforms have the size 
and capabilities to adapt quickly to 
changing trends and consumer habits. 
Incorporating new features like  
Facebook Horizon or Twitter voice 
tweets is very doable while pivoting 
their features to counteract the  
popularity of growing channels, at the 
same time reacting to the trends to 
counteract disinformation and engage 
socially conscious audiences.

In 2021, they will still have a  
significant grip on the social media 
market, though they certainly won’t  
be exactly the same platforms we  
use today.
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I see a coming backlash to racial and other 
bias in marketing unwittingly introduced 
by AI algorithms and the polarizing AI 
algorithms used by the social networking 
companies to slice people into groups, so 
they only see one side of an issue.

Expert Insights

David Meerman Scott
Marketing Strategist and WSJ 
Bestselling Author of Fanocracy

The era of discussing and debating regulation of social media will soon 
be over. In 2021, tech giants such as Facebook will increasingly need to 
adjust to a new set of rules and restrictions imposed by governments and 
regulators. 

Social media users will also have higher expectations in regards to the 
conduct and behavior of social platforms following scandals such as 
Cambridge Analytica. Those platforms that fail should expect limited 
patience or forgiveness by its users in 2021.

Matt Navarra
Social Media Consultant

More than ever before, live-stream broadcasts have taken the spotlight 
on the list of social media trends this year. Livestream viewership has risen 
by 50% since the start of 2020, coupled with higher rates of engagement 
compared to regular video uploads. As a practitioner, I’ve personally 
seen user preferences changing, platforms evolving, and new platforms 
coming into existence. And the results? Fantastic. Live streams are certainly 
exploding right now. They have been proven to be effective in maximizing 
engagement and driving optimal viewership, dominating the world of 
social media. Tools like Streamyard and Switcher are game-changers.

Bella Khaja
Founder and Account Director at Nimble 
Marketing Consultancy

Social shopping will become more 
prevalent as Facebook rolls out (and 
optimizes) its Commerce Manager 
functionality for business owners. Also, 
virtual events will evolve to become 
more immersive experiences for social 
connection in our new COVID-19 world.

Dr Karen Sutherland
Social Media Educator and Researcher, 
University of the Sunshine Coast, Australia

https://www.davidmeermanscott.com/blog
https://www.socialmediaexaminer.com
http://www.mattnavarra.com
https://www.nimble.sg/
https://www.nimble.sg/
https://drkarensutherland.com/
https://www.socialmediaexaminer.com
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Year 2020 has definitely been the year of 
changes in the digital space. With the ban of 
TikTok in India and the launch of Instagram 
Reels plus the rise of lots of local players like 
Roposso, Trell etc the influencer marketing 
ecosystem is definitely evolving. We still 
don’t have a clear winner but it will good to 
see who emerges as a leader post TikTok.

Arushi Gupta
Head - Influencer.in

Social commerce in 2021 will completely change the 
way in which we purchase through social. Driving 
customers from social to websites has become 
increasingly difficult due to platforms algorithms, over 
the next 18 months we’ll see purchases being made 
in App. Through Facebook & IG lives and TikTok’s 
partnership with Teespring.

Adam Barrie
Co-Founder & Creative Director at Electric House

A trend that looks to emerge is social 
shopping. The majority of modern shoppers 
already use social media for product 
research and buyer sentiment, and brands 
will look to capitalize on this point of user 
contact by bringing the experience once 
step closer.  E commerce usage is already 
a part of our everyday lives, and social 
shopping looks to be the next big thing.

Ashvin Anamalai
Chief Strategist at Be Strategic

https://www.influencer.in/
https://www.nimble.sg/
https://www.linkedin.com/in/adam-barrie-b87a07111/
https://bestrategic.asia/


392021 Social Media Trends Report

As the data around the correlation between mental 
health issues and the rise of social media platforms 
become more evident, we will begin to see a wave of 
more conscious social media consumers.

The wave has already started among thought-leaders and 
the more-aware social media users, and it will continue to 
rise as the awareness about these issues spread.

The most impactful solutions still largely lie in the 
hands of the social media platforms, governments and 
regulators around the world are aware of this fact, and I 
expect them to start enforcing more strict regulations on 
the platforms to combat the mass addiction caused by 
their algorithms.

Yazan Al Tamimi
Social Media Manager at Spotify

Phone makers like Google and Apple already started 
implementing screen time monitoring tools within their 
smartphone systems; it’s a good start to help users control 
their consumption but the biggest impact is still to be led by 
the social media platforms.

There are lots of dynamics to consider in the potential 
solutions here since the business models of all these 
platforms are built based on the very thing that is causing 
these issues— more consumption = more ads served = more 
revenue. But with all this in mind, now more than ever, it’s 
our collective duty to find and implement solutions that will 
help combat the negative outcomes caused by the excessive 
social media consumption.

https://www.nimble.sg/
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Facebook is a brand as well as a marketing 
platform. They can engage in consumer 
relevant trends just like any other company.
 

How the trend will change the digital landscape

Expect to see these major platforms continue to dominate the landscape, even 
encapsulating more elements into their structure (such as Facebook’s acquisition 
of GIPHY). Though things are unsettled now, they will remain a vital element of 
every marketing strategy, especially earned and paid marketing.

As Facebook tackled issues with disinformation, they 
also took the opportunity to share relevant information 
with their audience across their own Facebook channels. 
This video packed with facts about the COVID-19 was 
shared 33K times, with 183K engagement. This is a 
demonstration from the platform that providing the right 
information consumers crave is vital for the retention of 
the community.

We can also see their response to the rise of platforms 
like TikTok, introducing Instagram Reels. This new 
feature engages the needs of upcoming audiences, 
demonstrating that the brand listens to the trends and 
responds successfully.

BRAND EXAMPLE

Facebook

https://www.facebook.com/watch/?v=858201427920164
https://about.fb.com/news/2020/08/introducing-instagram-reels/
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Don’t get lost in the hype 
Though negative stories do arise, the headlines don’t 
always match consumer sentiment. These channels 
still show growth in user numbers and audience reach, 
demonstrating they’re still strong marketing outlets.

Find the right social media mix
There’s always the temptation to try and be on every social 
channel available, but as more niche platforms appear, 
you may spread yourself too thin. Facebook, Instagram, 
and Twitter should still be the backbone of your marketing 
spend, so you can encapsulate their large and broad 
audiences.

Adapt as the platforms do 
Keep reviewing how you use each platform, and make 
the most of the features available. It’s a challenge, but if 
your audience engages with Stories more than posts, for 
example, you’ll want to adapt your content to meet their 
expectations, or risk losing them.

More channel monitoring
How can you tell how your audience is 
changing? Channel monitoring can help. These 
analytics will give you vital consumer insights, 
which can help influence your content ideation 
and planning. While native analytics give 
you an overview of each channel, a complete 
channel monitoring solution makes the process 
much simpler.

Monitor your paid social effectively 
If you are investing heavily on paid social 
media, you should monitor that just as 
efficiently as your other social monitoring 
efforts. Since paid and organic work well when 
aligned, a solution that monitors both would 
help you optimize those campaigns.

TAKEAWAYS

Go big on social media

https://www.talkwalker.com/blog/360-media-monitoring-captures-coverage?utm_medium=referral&utm_source=HubSpot-SMT&utm_term=EN&utm_content=report&utm_campaign=smt-2021
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2 The rise of digital disinformation

Overview

Social media has always blurred the lines between fact and fiction—from the highly edited lives of some Instagrammers, to 
Twitter parody accounts. The COVID-19 health crisis has brought the issue of disinformation to the forefront. Society is facing 
an uncertain future, and this uncertainty has created a hotbed of misinformation, with false stories leading to life-changing 
decisions. Expect 2021 to be the year brands and social media channels focus on highlighting the truth, and silencing  
‘fake news.’

Trend analysis

From February 2020 onwards, mentions of fake news, misinformation, and conspiracy 
theories increased dramatically. The sudden rise of COVID-19 created an information 
void —people desperately wanted more information around the global pandemic, yet it 
wasn’t easy for people to identify an authoritative source they felt they could trust. This 
led to consumers filling in the gaps for themselves, leading to a rise in fake news and 
conspiracy theories.  

This will have some drastic 
consequences in the coming 
months - 28% of U.S. adults 
believe a potential vaccine for 
COVID-19 will be used to  
implant microchips into people.  
This misconception will lead  
to a challenge for medical  
companies and governments  
attempting to put down  
the virus.

https://news.yahoo.com/new-yahoo-news-you-gov-poll-shows-coronavirus-conspiracy-theories-spreading-on-the-right-may-hamper-vaccine-efforts-152843610.html?guccounter=1&guce_referrer=aHR0cHM6Ly93d3cuY25iYy5jb20vMjAyMC8wNy8yMi9iaWxsLWdhdGVzLWRlbmllcy1jb25zcGlyYWN5LXRoZW9yaWVzLXRoYXQtc2F5LWhlLXdhbnRzLXRvLXVzZS1jb3JvbmF2aXJ1cy12YWNjaW5lcy10by1pbXBsYW50LXRyYWNraW5nLWRldmljZXMuaHRtbA&guce_referrer_sig=AQAAAEDczk9N7AmjYLHpVeDDH1VukQe3UcF4kx_RdjNlvml2b_86IGpB8GPPwtdaf0lN-NfNYHBG9XH4pNL7_hDpAkdW0aQFST6ue2ovyyUhyxmnfLEgy-Hdh6HGEpZyUN-CSJowwMg47VwIoiB0VXjcH7nVrmYCrNDScP8l4iYfM5b0
https://news.yahoo.com/new-yahoo-news-you-gov-poll-shows-coronavirus-conspiracy-theories-spreading-on-the-right-may-hamper-vaccine-efforts-152843610.html?guccounter=1&guce_referrer=aHR0cHM6Ly93d3cuY25iYy5jb20vMjAyMC8wNy8yMi9iaWxsLWdhdGVzLWRlbmllcy1jb25zcGlyYWN5LXRoZW9yaWVzLXRoYXQtc2F5LWhlLXdhbnRzLXRvLXVzZS1jb3JvbmF2aXJ1cy12YWNjaW5lcy10by1pbXBsYW50LXRyYWNraW5nLWRldmljZXMuaHRtbA&guce_referrer_sig=AQAAAEDczk9N7AmjYLHpVeDDH1VukQe3UcF4kx_RdjNlvml2b_86IGpB8GPPwtdaf0lN-NfNYHBG9XH4pNL7_hDpAkdW0aQFST6ue2ovyyUhyxmnfLEgy-Hdh6HGEpZyUN-CSJowwMg47VwIoiB0VXjcH7nVrmYCrNDScP8l4iYfM5b0
https://news.yahoo.com/new-yahoo-news-you-gov-poll-shows-coronavirus-conspiracy-theories-spreading-on-the-right-may-hamper-vaccine-efforts-152843610.html?guccounter=1&guce_referrer=aHR0cHM6Ly93d3cuY25iYy5jb20vMjAyMC8wNy8yMi9iaWxsLWdhdGVzLWRlbmllcy1jb25zcGlyYWN5LXRoZW9yaWVzLXRoYXQtc2F5LWhlLXdhbnRzLXRvLXVzZS1jb3JvbmF2aXJ1cy12YWNjaW5lcy10by1pbXBsYW50LXRyYWNraW5nLWRldmljZXMuaHRtbA&guce_referrer_sig=AQAAAEDczk9N7AmjYLHpVeDDH1VukQe3UcF4kx_RdjNlvml2b_86IGpB8GPPwtdaf0lN-NfNYHBG9XH4pNL7_hDpAkdW0aQFST6ue2ovyyUhyxmnfLEgy-Hdh6HGEpZyUN-CSJowwMg47VwIoiB0VXjcH7nVrmYCrNDScP8l4iYfM5b0
https://news.yahoo.com/new-yahoo-news-you-gov-poll-shows-coronavirus-conspiracy-theories-spreading-on-the-right-may-hamper-vaccine-efforts-152843610.html?guccounter=1&guce_referrer=aHR0cHM6Ly93d3cuY25iYy5jb20vMjAyMC8wNy8yMi9iaWxsLWdhdGVzLWRlbmllcy1jb25zcGlyYWN5LXRoZW9yaWVzLXRoYXQtc2F5LWhlLXdhbnRzLXRvLXVzZS1jb3JvbmF2aXJ1cy12YWNjaW5lcy10by1pbXBsYW50LXRyYWNraW5nLWRldmljZXMuaHRtbA&guce_referrer_sig=AQAAAEDczk9N7AmjYLHpVeDDH1VukQe3UcF4kx_RdjNlvml2b_86IGpB8GPPwtdaf0lN-NfNYHBG9XH4pNL7_hDpAkdW0aQFST6ue2ovyyUhyxmnfLEgy-Hdh6HGEpZyUN-CSJowwMg47VwIoiB0VXjcH7nVrmYCrNDScP8l4iYfM5b0
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We will continue to see the growth in creators in 
the social media space. Influencers will continue 
to be present, but accountability, authenticity, 
and transparency will be the areas brands and 
companies will use to determine who to partner 
with, and who to pass on. Empathy and advocacy will 
be elements that will be integrated within messages 
and purposes for creator campaigns. The days of 
“faking it till you make it” without any experience 
other than having lots of followers are over.

Expert Insights

Karen Freberg
Associate Professor of Strategic 
Communication

Because of the volatility, uncertainty, complexity and ambiguity of 
today’s very competitive world, misinformation and disinformation 
will not just be on the rise, but their distant cousin - malinformation 
- will rise as well.  And they will continue to wreak havoc if/when left 
unchecked by social media platforms.   We are, therefore, faced with 
the most difficult task of carefully balancing when and what content 
to police or  when and what content to allow in the name of freedom 
of expression.

Ron F. Jabal
APR, CEO PAGEONE Group

The rise of  deepfakes, misinformation, disinformation, propaganda 
and post-truth, often referred to as fake news, raises concerns over 
the role of Internet and social media in building your brand and 
how your brand will be perceived in the future. Due to its rapid and 
widespread diffusion, digital disinformation has not only an individual 
or societal cost, but it can lead to significant economic losses.

Today, social media platforms miss an adequate regulation and their 
roles and responsibilities are still not clearly defined. A number of 
issues are still open, like the application of adequate data protection 
rules and until this is rectified, prepare for a field day for the fakes.

Janet Machuka
Founder ATC Digital Academy

The rise of digital disinformation will place extra 
pressure on government and public sector 
agencies as they step up their communications 
online. The COVID-19 infodemic in particular 
needs agile, responsive, trusted and transparent 
digital communications. Social listening is 
essential to capture public sentiment and to 
respond to fake news.

Joanne Sweeney
Author & CEO at Public Sector Marketing Institute

https://twitter.com/kfreberg
https://www.socialmediaexaminer.com
http://www.coms360.ph
https://twitter.com/janetmachuka_
https://www.nimble.sg/
https://publicsectormarketingpros.com/
https://www.socialmediaexaminer.com
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The audience will show greater 
prudence in detecting propaganda 
and fake news - they have seen 
conspiracy theories fall flat in the 
year 2020 and are aware that the 
content on leading social platforms 
are not gospels of truth.

Umesh Krishna K
Director - Marketing at Swiggy

I hope to see more efforts in minimising 
fake news, half-truths and hate 
speeches on all social media platforms. 
If social media were to replace printed 
media like newspapers, they need 
to build credibility by fact-checking 
contents on its platform.

Andrew Lee
Group Managing Director at 
Havas Immerse

We’ve seen a massive shift online 
to “harmful content” or content that 
is meant to harm brands, either 
intentionally or not. Because of that, fake 
news, misinformation, lies, or QAnon will 
create crises for brands—without much 
warning. This is the most important place 
for you to spend your time in 2021.

Gini Dietrich
Founder and author, Spin Sucks

The digital surge during the 
pandemic has put transparency, 
communication and trust under 
the spotlight. Going forward, 
consumers will continue to demand 
authenticity in everything, from 
information sources to experiences. 
That is why the future of social 
media will be user-generated and 
community-driven, by far more 
trustworthy than branded content.

Tania Tai
Managing Director at DIA Brand  
Consultants Malaysia

Trust and authenticity will be 
key themes.  Weary consumers 
are gravitating to trusted 
media brands to help navigate 
uncertainty. The tech giants are 
under greater public scrutiny. 
There is an opportunity for 
brands and marketing and 
communications teams to build 
trust by engaging authentically 
with their audiences.

Tim Williamson
Managing Director, APAC, 
Telum Media

I see consumers becoming 
discerning on social media 
platforms - evaluating fake 
news, paid media, buzzy news 
vs some real conversations 
between brands and humans,  
engaging with authentic and 
more real content. Also social 
enabling some real human 
connections vs a ‘projected life.

VOICE OF THE PUBLIC

Vartika Malviya Hali
Nielsen Global Connect

https://www.linkedin.com/in/umeshkrishnak/
https://www.linkedin.com/in/andrewleekw/
http://spinsucks.com
http://www.diabrands.com
https://www.telummedia.com/
https://www.nielsen.com/us/en/solutions/nielsen-global-connect/
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Vodafone recently got pulled into a COVID-19 fake news story. A fake video claiming to be a whistleblower from 
the company stated that the virus was caused by 5G. This video was initially shared across forums and news sites, 
with just one mention of the video gaining 1.8K engagement after being shared across social media.

How the trend will change  
the digital landscape

Expect social media channels 
to continue actively tackling 
misleading information, through 
means such as labeling that 
Twitter recently activated. 
It’ll be a challenging task, as 
platforms find the balance 
between transparency, open 
communication, and managing 
the issue, so expect numerous 
fixes to appear throughout 2021 
as a fitting solution is found.

Vodafone, alongside numerous 
other telecom companies, have 
suffered the repercussions of this 
story. 5G towers have been burnt 
down, causing significant damage 
and delay to the network. The 
company was forced to respond 
to counteract the negative impact, 
though it appears more needs to 
be done to calm the situation.

BRAND EXAMPLE

Vodafone

https://blog.twitter.com/en_us/topics/product/2020/updating-our-approach-to-misleading-information.html
https://blog.twitter.com/en_us/topics/product/2020/updating-our-approach-to-misleading-information.html
https://twitter.com/CNBC/status/1252616833657720835
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Be a transparent brand 
If you’re not providing the information consumers want, 
someone else will. 66% of consumers state that brand 
transparency is one of the most attractive qualities in a brand. 
If you’re more open with the truth, it’s harder for people to fill 
information gaps with dishonesty around your brand.

Get your security locked and loaded
We’re seeing a rise in hackers taking over authentic channels 
to disseminate false information—users responded to tweets as 
they appeared to come from a trusted source. Ensure all your 
channels, social media, email, etc, are secure and verified, to 
help mitigate the risk of hacks.

Monitor more broadly than ever 
You’ll have to up your brand monitoring to a new scale to detect 
issues that don’t exist. Ensure you have an alert system in place 
to quickly find where your brand is being tied to fake news. And 
remember, many of these stories are born on politicized forums, 
so ensure you are covering them in your data.

Careful what you share 
Don’t pull your brand into controversy by 
sharing the wrong information. Ensure all 
comms teams (plus C-Suite) have clear 
communication guidelines. And if they’re 
not 100% sure of the authenticity of a 
source, they should seek support from your 
legal team.

Check who controls your channels 
The other risk with social media is the 
possibility of rogue employees (or recently 
made ex-employees) taking over your 
channels—we saw this play out with a 
disgruntled social media manager at 
TapMedia. This can lead to disinformation, 
or non-publicly disclosed details, being 
shared in the public eye. Check who has 
account access, and ensure a plan is in 
place if admins are about to change.

TAKEAWAYS

Be a brand information provider

https://www.accenture.com/t20181205t121039z__w__/us-en/_acnmedia/thought-leadership-assets/pdf/accenture-competitiveagility-gcpr-pov.pdf#zoom=50
https://www.accenture.com/t20181205t121039z__w__/us-en/_acnmedia/thought-leadership-assets/pdf/accenture-competitiveagility-gcpr-pov.pdf#zoom=50
https://www.talkwalker.com/blog/brand-monitoring?utm_medium=referral&utm_source=HubSpot-SMT&utm_term=EN&utm_content=report&utm_campaign=smt-2021
https://mashable.com/2017/07/26/tap-media-twitter-john-meyer-hack
https://mashable.com/2017/07/26/tap-media-twitter-john-meyer-hack
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1 The impact of socially conscious audiences

Overview

This is the number one trend as defined by our survey. In 2020, it was clear how this socially conscious generation (and the 
future Generation Alpha) had an impact on brands, politics, and society as a whole. Companies will have to engage more 
with topics like mental health, inclusivity, and social justice, or face becoming irrelevant and potentially obsolete in 2021.

Trend analysis

When we look at Conversation Clusters relating to Generations 
Z & Alpha from 2020, we can quickly identify how socially aware 
they are. Politics, equality, education, mental health, finance, 
changing food trends are proliferant conversations on social 
media. These topics are critical to these generations, and social 
media is their way to bring them to attention. The COVID-19 
health crisis also impacted Gen Z badly - 50% have either lost a 
job, or had someone in their household lose a job because of 
the pandemic. In the coming years, they will have more to fight 
for, and will potentially become more vocal about the issues that 
matter more to them.

https://www.talkwalker.com/blog/trend-research-with-conversation-clusters?utm_medium=referral&utm_source=smt-2021-report&utm_term=EN&utm_content=blog&utm_campaign=smt-2021
https://www.pewresearch.org/politics/2020/03/26/worries-about-coronavirus-surge-as-most-americans-expect-a-recession-or-worse/
https://www.pewresearch.org/politics/2020/03/26/worries-about-coronavirus-surge-as-most-americans-expect-a-recession-or-worse/
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The rise of socially conscious 
consumers is only expected to grow 
with Gen-Z now moving towards 
adulthood and nearing their entry 
into the formal workforce. Known 
to be the most well-educated 
generation yet and one that mirrors 
similar values to those of Millennials, 
including their outlook on climate 
change, racial equality, feminism, 
educational and professional 
equality and much more. Brands 
need to realize that they need to 
go well beyond just lip-service and 
do the work on creating an honest 
social impact. Based on a poll 
conducted by Forbes in 2019, 88% of 
consumers want to support brands 
that have social causes aligned with 
their product/service. Aside from it 
just being something ‘nice’ to have 
on your mission statement, it’s now, 
also incredibly profitable.

Expert Insights

Roha Daud
Wellness & Food Sustainability - 
Brand Consultant

With the rise of social conscious audiences 
brings complexities for the social media 
companies and entities such as NGO’s who 
support social causes globally, for example, 
the  global refugee problem. It is going to 
become increasingly difficult for some NGO’s 
to raise awareness and funds through social 
media companies in 2021.  This will stem from 
the fact that there is more attention around 
political and social issues around the world 
and the negative publicity or impact that 
social media companies like Facebook have 
received that come across as interference in 
other countries’ issues. NGO’s supporting 
causes outside their own country will get 
caught in a situation where they may not 
be able to boost posts monetarily to raise 
awareness and funds any longer.  We are just 
starting to see this trend now and  will only 
increase to the point where some NGO’s may 
need to consider other ways besides social 
media to communicate to audiences  who 
support their global missions in 2021.

Dennis Owen
Digital Storyteller and Social 
Media Consultant

The pandemic has changed a lot 
of habits and digital consumption 
is the most drastic one. While 
social media was a platform to 
build conversations earlier, it now 
becomes a channel for brands 
to build their cultural identity, 
especially in SEA region where 
the number of digital consumers 
would reach 310 million by the 
end of 2020. 

This identity ensures that 
consumers remember a brand 
beyond their products, they 
relate with them and consider 
them reliable. Lastly to build 
a strong brand on social, 
marketers have to think beyond 
the generalisation of Gen Z and 
millennials to create a brand 
which focuses on building a 
community of like minded 
individuals

Charles Tan
APAC Marketing Director at OPPO

https://www.linkedin.com/in/roha-daud/
https://www.socialmediaexaminer.com
https://www.linkedin.com/in/dennisgowen/
https://www.linkedin.com/in/charles-tan-59210031/
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Brands will have to find their place in public dialogue on social, particularly when it comes to social 
justice. However, words without action are meaningless: demonstrating commitment will matter more 
than ever when it comes to attracting (and retaining) employees, customers and other key stakeholders.

Eva Taylor
Director of Social Strategy, 
Operations & CSR at Hootsuite

Alison Battisby
Social Media Consultant and  
Founder of Avocado Social

Short-form video will continue to rise in popularity,  
with more brands exploring TikTok and Instagram’s 
Reels. Brands will be looking to create unique  
15-second videos to ensure they are showing up  
where their audience is now spending time. We will  
see more corporate, traditional brands launching  
eye-catching campaigns in this new medium in a bid  
to target Generation Z audiences. We are likely to 
see more recruitment campaigns for both career and 
education opportunities utilizing TikTok and Reels.  

Savvy brands will enlist the help of food, beauty, fashion 
and sports influencers to create content on their behalf. 
These influencers will have technical know-how in using the 
full menu of effects, such as stickers, filters, and music to 
ensure their content stands out. 

Global brands with health advertising budget will explore 
paid opportunities amongst short-form video content, 
particularly when it comes to supporting large events such 
as the Super Bowl and rescheduled Olympics.

https://www.linkedin.com/in/evartaylor/
https://www.socialmediaexaminer.com
http://www.avocadosocial.com
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In the coming year, socially conscious consumers in Asia will continue to 
impact on brand marketing decisions. But not necessarily in support of the 
same issues that western audiences engage with. While global topics such 
as climate change and gender equality are important, Asian consumers 
want to engage with issues that often feel more immediately ‘closer to 
home’ – poverty, clean water, healthcare, local democracy. Brands creating 
and engaging with a global purpose, need to be aware that one-size 
doesn’t fit all.

Lee Nugent
Chair PRCA SEA & Regional Director 
(APAC), Archetype

Inclusive and intergenerational content: 
If we’ve been keenly watching 2020, 
we’ll notice one thing. The year has been 
unraveling many truths. Truths that have 
been longing to get their due. 2021 will 
be the comeback that we’ve been waiting 
for. With shorter form content still being 
the most shared format, we’ll be seeing 
inclusivity with brands being more ‘woke’ 
along with consumers.

Brands must be careful on stepping on the 
thin line between actionism and activism. 
Speaking of inclusivity, intergenerational 
content will be mounting the hobby horse 
of popularity and help bridge the gap 
between generations, getting people 
closer as a result. Memes will continue  
to use truth as an icing, adding mirth  
to the laughter cake and facilitating  
micro-conversations. It’s all about 
chattering with fingertips, with silent lips 
and that will change the parameters for 
social engagement. Let me double  
tap that!

Shashwith Uthappa
Network Director, GetCraft Singapore

Going into 2021, Team Carney recommends brands to embrace their 
“”Why”” with specifics. Consumers are paying attention, and actively 
choosing to support brands that align with their values. How would a 
brand or agency do this? Pick a side and lean into your values with action. 
Think Aerie’s commitment toward using un-retouched images and diverse 
representation or Patagonia’s investment in renewable energy and its 
monetary incentive for employees to carpool.  

At Carney, we help clients reach their “”why”” by kicking off any project  
with a Discovery Session. We dig deep into audience personas to  
formulate messaging that speaks to their material and emotional needs.

Rob Carney
Owner of Carney: a digital agency that produces 
the marketing newsletter, The Daily Carnage.

https://prca.seasia.global/
https://www.linkedin.com/in/shashwith-surana-3b531b12/
https://carney.co/
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The rise of socially conscious audiences -  
With an increased focus on well being of self  
and society, the relevance of brands giving  
back to society and environment has never 
been higher. Audiences are also connecting 
more with brands that have a cause or stand  
for initiatives that they relate to and this trend  
is going to grow even further in 2021.

Vikas Chawla
Co-Founder - Social Beat,  
Influencer.in & Digigrad

Audiences, whether they be customers, employees, investors, 
or anyone who comes into contact with a brand, are increasingly 
expecting it to play a role in society, beyond simply producing 
a product or service.  As if the brand were itself a person, it’s no 
longer enough to be a consummate professional.  How does the 
brand behave outside the workplace, what values does it believe 
in, and whose company does it keep? These are the questions that 
communications professionals are now having to address.

Madan Bahal
Managing Director, Adfactors PR

The number of senior executives being fired 
for inappropriate tweets, the rising examples 
of brands coming under fire for putting 
advertising budgets behind questionable 
content and corporations being punished 
in stock markets for unsustainable business 
practices, all point towards one thing – the rise 
and rise of socially conscious consumers.

Prasad Sangameshwaran
Editor, ETBrandEquity.com

Brand responsibility is taking centre stage. Now more than ever, we’re 
demanding that our brands show up with purpose and meaning, 
beyond product marketing agendas. Those that do well will be the 
soul searchers who are committed to long term understanding of 
their wider impact. What’s exciting is that brands are using social data 
to fuel their responses with a true understanding of what’s going on, 
in real time, and how their vision fits. We’ll see more long-termism, 
less emphasis on product marketing and unprecedented investment 
in brand health mechanisms that offer consumers credible value. Well, 
for the brands that want to succeed in today’s business climate!

Dr Jillian Ney
Digital Behavioral Scientist, The Social Intelligence Lab

https://www.socialbeat.in/
http://www.adfactorspr.com
https://brandequity.economictimes.indiatimes.com/
http://thesilab.com
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VOICE OF THE PUBLIC

With the increase of social media 
activism and activist, we will witness 
a change in behavior in the way 
consumers interact with social platforms. 
They will be more conscious and brands 
have to capitalize on this behavioral 
change with the content they produce. 
It will mean brands can no longer 
be happy to remain neutral without 
opinions. Brands that take a stand will be 
loved and engaged with versus brands 
that insulate themselves against any 
form of opinions.

Binodan Sarma
Vice President & Head of 
Digital, Dentsu Impact

VOICE OF THE PUBLIC

Trust is going to be imperative, so 
brands have to be honest, conscientious, 
and appropriately humorous. In a world 
where people feel that they have to 
compromise enough (in what we hope 
is a post-pandemic world), the last 
thing they want is for companies to be 
insensitive, or unethical to make a  
quick buck.

Vasundhara Mudgil
Head of Communications at Spotify India

https://dentsuaegisnetwork.in/dentsuimpact.php
https://www.linkedin.com/in/vasundharamudgil/


532021 Social Media Trends Report

Nike has never been a brand to edge away from politics. Following the rise of 
the Black Lives Matter movement earlier in the year, Nike engaged with the topic 
quickly, drawing their line in the sand. This tweet quickly garnered attention.

How the trend will change the digital landscape

Brands will start to reposition themselves dramatically over the coming months, 
moving away from marketing methodologies, to more cause-driven messaging. 
Socially conscious marketing isn’t a quick trick, though, and brands that act 
superficially will flounder when called out by consumers, while brands that 
authentically engage with the issues that matter will thrive as younger  
generations increase their spending power.

With over 7.8 million views and 326.5K 
engagement, the message resonated. Nike 
followed up with clear brand commitments, 
both financial and strategic, to support their 
employees, supply chain and communities. 
To date, #UntilWeAllWin has been mentioned 
131K times, with 671K engagement.  
 
Their socially conscious strategy is making a 
difference with powerful messaging, like their 
You Can’t Stop Us campaign, already reaching 
nearly 58M views on YouTube alone.

BRAND EXAMPLE

Nike

https://purpose.nike.com/how-we-stand-up-for-equality
https://purpose.nike.com/how-we-stand-up-for-equality
https://twitter.com/Nike?ref_src=twsrc%5Egoogle%7Ctwcamp%5Eserp%7Ctwgr%5Eauthor
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TAKEAWAYS

Add the conscious to your brand social

Connect your brand and your audience 
Understand your audience to find the issues that matter 
to them. Before you engage publicly with an issue, you 
have to be earnest about it, ensuring that you’re tackling 
it across your whole company. If not, you will face 
repercussions.

Focus your marketing on your mission
Hard sell won’t work for Millennials and younger 
generations. Advertising can be seen as invasive, and 
only 1% of Millennials say a compelling advertisement will 
build trust. A mission-led marketing campaign will instead 
connect with the audience on a more emotive level, 
creating stronger brand resonance.

Align your marketing and PR 
If you’ve not aligned these departments, do it now. The 
more human side of PR can help disseminate the new 
messages you’re tackling. This can only work if the two 
departments are completely aligned with positioning and 
data (with a single source of truth).

Go full throttle, but keep a toe on the brake
With these types of campaigns, it’s all or 
nothing. You have to be committed to your 
cause, but it’s possible to misjudge the timing 
or tone of your message. Monitor the response 
sentiment. You will get some flack (you can’t 
please everyone), but too much and you 
should look to pull the campaign.

Avoid social crises 
Even if you don’t market your brand around 
social issues, that doesn’t mean you’re 
immune. Savvier generations will research your 
brand, and look at how you’re tackling global 
issues. If they find something that’s not up to 
par, the best case scenario is that they won’t 
become a customer. In the worst case, you 
could have a brand crisis on your hands.

https://blog.hubspot.com/marketing/marketing-to-millennials
https://blog.hubspot.com/marketing/marketing-to-millennials
https://blog.hubspot.com/insiders/pr-and-inbound-marketing
https://www.talkwalker.com/blog/single-source-of-truth?utm_medium=referral&utm_source=HubSpot-SMT&utm_term=EN&utm_content=report&utm_campaign=smt-2021
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To succeed in 2021, consumers need to be at the 
center of your marketing strategy. The idiom “the 
consumer is king” may be cliché, but it is more relevant 
than before. The brands that fully understand their 
consumers—their motivations, needs, conversations—
and take decisive actions based on those insights, will 
be the ones that survive the turbulence ahead. Now is 
the time to listen to the customer voice and turn it into 
brand success for 2021.

2021’S ULTIMATE TREND   
The Consumer is King

We will see a deeper focus on community building and 
audience intelligence. The pandemic has created new 
opportunities for us to connect and brands are seeing 
the importance of fostering these bonds. Brands will 
need to do more social listening and research to better 
understand why consumers engage with them.

Christina Garnett
Insights Strategist at VIZIT

Insights were taken from Talkwalker Analytics 
and Talkwalker Quick Search for the last 13 
months, prior to August 14, 2020. Mentions 
of topics were gathered from a variety of  
media including news sites, social media 
channels, blogs, and forums. Sentiment  
analysis, video analytics & image recognition 
are powered by the Talkwalker AI Engine.

Sentiment analysis is performed with an  
average of 90% accuracy, with the ability  
to detect sarcasm and ironic comments. 
Images are compared to a database of over 
30,000 brand logos, to help identify brands 
in social media photos and videos. Queries 
were used to identify the topics discussed.  
In some cases, these may have been  
improved using Boolean operators, to  
help remove false positives.

Methodology

https://www.talkwalker.com/blog/voice-of-the-customer?utm_medium=referral&utm_source=HubSpot-SMT&utm_term=EN&utm_content=report&utm_campaign=smt-2021
http://twitter.com/thatchristinag
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Social insights  
for the world’s most  

impactful brands
Social Media  

Management Software
Learn more about HubSpot’s free 

social media and marketing tools in 

HubSpot Marketing Free.

Get a Free DemoGet started free

Complete your consumer picture with 

insights from Talkwalker’s social listening  

and analytics platform.

https://www.talkwalker.com/free-demo?utm_medium=referral&utm_source=smt-2021-report&utm_term=EN&utm_content=landing-page&utm_campaign=smt-2021
https://www.hubspot.com/products/marketing/free


 10 Digital Marketing 
Trends to Take You Into 
 the New Year



2020 upended 
plans on a global 
scale. It forced 
agility, flexibility, 
and innovation. 
SO — WHAT’S NEXT?
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THE WORLD TURNED UPSIDEDOWN

It’s a year that nobody saw coming. At least, not to the extent of 
disruption and uncertainty that 2020 has wrought. Entire industries 
have had to lay off a majority of their workers as live events and 
in-person gatherings have been largely curtailed, restricted, or fully 
canceled. Weddings and birthdays went virtual, teachers have had 
to create entirely new lesson plans, and first responders have had 
to work even longer, more grueling hours on the frontline of a global 
pandemic. Truly, no one was untouched by the effects of COVID-19, 
and as a civil rights movement stirred and political unrest increased, 
2020 tested the limits of human adaptability.

So what did it all mean for the digital marketing landscape, and 
what’s going to happen next year? If we’ve learned anything, it’s that 
we cannot base our predictions for the future entirely on trends of 
the past. That’s why this year, in our trends guide, we’ve coupled 
statistics and expert predictions with contingency plans and an 
emphasis on planning for the unplannable. 

Many of us are banking on 2021 turning the tide and saving us 
from the difficulties of this year. And luckily, with scientists working 
fervently on a vaccine and other COVID-related medications, an 
upcoming election, and increased commitment from people and 
businesses everywhere to push for justice and equality, 2021 looks 
bright. But we also know now to take nothing for granted. With that 
in mind, we present ten trends for 2021. Stay safe out there, and 
take care of one another.
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If the saying, “everyone hears only what 
he understands,” is true, then it’s critical 
that marketers help potential customers 
understand their products or services 
quickly. With this in mind, it’s heartening 
to know that 95% of video marketers feel 
the understanding of their product or 
service increased by using video (HubSpot). 
Additional benefits, like reduction in support 
calls, gaining new leads, and creating 
memorable content, are just some of the 
reasons why video marketing is only going 
to become more important in the year 2021.
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Eventually, the world will reopen and in-person will once 
again be viable for educational purposes. But the impact of 
video — its potential, its reach, and its results — means that 
your marketing plan for 2021 should include a video budget.

When potential customers can watch explainer videos on 
your product or service, 73% are more likely to make a 
purchase. Since consumers continue to rely on research 
prior to making a purchase, your educational video could 
be the make-or-break difference when it comes to lead 
conversion (Think With Google). But how do you make a 
useful, memorable educational video? 

Engaging video content is essential if you want to stand out 
in an ever-increasing landscape of marketing education. 
There are many ways to create educational, entertaining, 
and engaging video content, but as always, you need to start 
with your user persona. This will help you narrow down which 
strategies will be most effective for your target demographic.

Zach Gresham, the president of Sparxoo Studios, 
recommends focusing your energy on a well-defined goal at 
the outset of a video campaign. “Making educational video 
content effective is all about understanding the audience’s 
perspective and interests before you go into production,” 
Zach says. “Pairing effective pre-production with a fun, 
informative, and concise video will truly create a great piece 
of content.”

Some of the new innovations in video marketing include 
interactive videos, where 360-degree views allow for richer, 

The reality is, digital media is more a staple in our everyday lives than 
ever before. With 2020 bringing millions home to work and largely remain 
in their houses afterward, digital media of all kinds had eager eyeballs 
seeking to consume it. As in-person demos and hands-on, in-store 
experiences were deemed unsafe, businesses had to rely on marketing 
education videos and explainers to walk customers through the ins and 
outs of their products and services.

as-if-you-were-there user experiences — and boast an 85% 
video completion rate compared to regular video’s 58.2% 
(Finances Online). Similarly, augmented and virtual reality 
videos craft a memorable experience, and can be more 
shareable if users enjoy themselves. From drone footage 
to AI-driven video marketing that personalizes content, 
whichever new technology you choose to employ, make sure 
quality is your top priority, since this directly informs your 
credibility with consumers.

Pandemic phenomenons like learning how to bake 
sourdough bread, practicing and recording viral TikTok 
dances, and increased community engagement aren’t flukes 
of a bored population. These trends stem from an increased 
reliance on self-education through videos — in fact, over half 
of YouTube’s users say they visit YouTube to figure out how 
to do something they’ve never done before (Brandwatch). 
Whether someone is looking to pick up a new hobby or 
stay fit while they’re stuck at home, there are educational 
videos they can access at their own convenience to help. 
This is one of the biggest benefits of marketing education 
to consumers — they don’t have to shoehorn in a demo or 
class to access resources. Users can learn on their own time, 
at their own pace.

Similarly, for businesses, the benefit of a resource page is 
that you can invest internally in educational materials, and 
continue to reap conversions long after their creation. By 
creating high-quality, evergreen educational videos about 
your product or service, you’re investing long-term in flexible 
resources that consumers can return to again and again.

10 DIGITAL MARKETING TRENDS TO TAKE YOU INTO THE NEW YEAR

https://www.hubspot.com/marketing-statistics
https://www.thinkwithgoogle.com/marketing-strategies/search/informeddecisionmaking/
https://financesonline.com/video-marketing-trends/
https://www.brandwatch.com/blog/youtube-stats/
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When potential customers can watch 
explainer videos on your product or service—

https://www.thinkwithgoogle.com/marketing-strategies/search/informeddecisionmaking/


02
Ju

st
 B

ec
au

se
 

Yo
u 

Ca
n 

DI
Y 

Do
es

n’
t M

ea
n 

Yo
u 

Sh
ou

ld

Online courses have seen a huge 
spike in enrollment in 2020. This has 
led to increased variety in options for 
professionals seeking to improve their skills 
or learn new ones. But when should you 
MOOC a skill, and when should you hire 
an expert?

TREND NO. 02 SPARXOO     |     06

In general, benefits of MOOCs include their 24/7 
accessibility, short module lengths, and open source, 
collaborative environments. Because the lectures are almost 
always pre-recorded, you can learn at your own pace and 
return to content that didn’t sink in the first time.

More specifically, the appropriateness of a MOOC to learn 
a marketing skill can be judged largely on your role at your 
agency. If you’re looking to fill the role of a PMP-certified 
project manager, a couple free MOOCs on agile versus 
waterfall project management won’t cut it. But if you’re an art 
director who wants to get your team better organized, and 
who wants to interface more effectively with your agency’s 
project manager, a MOOC on best PM practices might be the 
perfect choice for you (Learn@Forbes).

One great skill that would benefit anyone at a creative 
agency is to understand marketing analytics. A course like 
Marketing Analytics: Marketing Measurement Strategy can 
help you identify market trends, and therefore stay on top of 
them no matter your role (edX).

There are some MOOCs that offer a paid option where 
you can get certified in a skill. For example, the Social 
Media Strategy class offered by MIT’s Sloan School of 
Management has a path towards a certificate, which  
could help you seek out a new role or a promotion  
(MIT Management Executive Education).

Part of the fun of seeking out a MOOC is looking for 
industry experts to learn from. With the rise of platforms like 
Masterclass (which does require a subscription), you can 
take lessons in marketing creativity from the likes of Jeff 

In the age of shutdowns and quarantines, those of us stuck inside have 
had to reinvest in home-based hobbies, or discover new ones. This 
isolation coupled with boredom led many to seek self-improvement 
through MOOCs. MOOCs, or Massive Open Online Courses, cover a wide 
range of topics, and many are free to enroll in. This is likely why they’ve 
seen a 400% increase in enrollment between February and March of this 
year (The Conversation). But not every learn-it-yourself topic is created 
equal, particularly for those in the creative marketing industry. So in 2021, 
when should you DIY a skill, and when should you bring in an expert? 

Goodby and Rich Silverstein, the creators of the “got milk?” 
ad campaign, among others (Got Milk).

If you’re a business thinking about leaning on MOOCs 
to bring advertising in-house, however, there are some 
considerations we’d recommend. For example, are you 
attempting to upskill an existing employee with a full-time 
workload so they can “just run our social media accounts”? 
This may seem like an adequate approach — how long does 
it take to tweet, anyway? — but beware a sub-par investment 
in your social media campaigns. 80% of companies online 
believe they are delivering exceptional social media 
customer service, but only 8% of their customers agree 
(HubSpot). To run social media well, it takes a combination 
of data analytics, writing savvy, and project management-
level pre-planning. Because of this, hiring an expert will likely 
give you a much higher return on investment, and allow your 
current employees to focus on the work you hired them for.

So what can we expect from MOOCs in the future? Because 
these courses are expected to realize an annual growth 
rate of 29% from 2020 to 2025, there will be no shortage of 
topics and skills to study and improve in (Guide2Research). 
Options ranging from graphic design to SEO will continue 
to be available, with new iterations based on the changing 
times. If you’re looking to sharpen your existing talents and 
stay on top of new technologies, MOOCs are a great option. 
If you’re an agency looking to have specialty work completed 
by an expert as a one-off, it will likely make more sense to 
hire someone who is fully trained and competent instead of 
trying to rush an employee through a course. Use your best 
judgement, and stay curious.
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https://www.googleadservices.com/pagead/aclk?sa=L&ai=DChcSEwi6w5rR8avsAhUSH60GHazqCiAYABACGgJwdg&ohost=www.google.com&cid=CAESQeD2vqdZRER1c_YLgaLL9a2j6FRZiisia4Nq-Evso-IMg76iecaNYYcpU4ltuL9bkAUYpdeqw7MesCW80enohMQZ&sig=AOD64_02u8vfa-tdq4FED6GD11IQbX-AKw&q&adurl&ved=2ahUKEwi804_R8avsAhWDHzQIHbcYAp4Q0Qx6BAghEAE
https://www.edx.org/course/marketing-analytics-marketing-measurement-strategy
https://executive-education-online.mit.edu/presentations/lp/mit-social-media-strategy-online-short-course/?ef_id=c:470927828872_d:c_n:g_ti:kwd-21999621995_p:_k:%2Bsocial%20%2Bmedia%20%2Bmarketing%20%2Bstrategy_m:b_a:111733529958&gclid=Cj0KCQjwt4X8BRCPARIsABmcnOr4jIR3cMvVvK5uVH6j4_HWdWplzParNCZZH6Zj48X7wsirP50K3NkaAuJmEALw_wcB&gclsrc=aw.ds
https://theconversation.com/massive-online-open-courses-see-exponential-growth-during-covid-19-pandemic-141859
https://www.gotmilk.com/
https://blog.hubspot.com/blog/tabid/6307/bid/23865/13-mind-bending-social-media-marketing-statistics.aspx
http://www.guide2research.com/research/online-education-statistics
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2020 has been a complicated year for 
Facebook. Just as the pandemic caused 
many companies to cut their spending on 
Facebook ads (particularly those in the 
hospitality and tourism industries), another 
seismic event occurred: an ad boycott. 
Here’s what happened, and how this could 
affect your business in the coming months.
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#StopHateForProfit Campaign
The roots of the #StopHateForProfit campaign started in the 2016 election over concerns about Russian interference 
in the American election (Politico). Four years later, the campaign regained momentum with the intersection of a global 
pandemic, a renewed civil rights movement, and the upcoming 2020 presidential election.

Activists behind the campaign encouraged big businesses to cut their Facebook ad spend in protest of Facebook’s 
alleged mishandling of hate speech and misinformation. Over 1,000 companies joined in on the campaign, cutting all of 
their Facebook and Instagram ad spending (The New York Times).

How Has the Boycott Affected Facebook?
From a reputation perspective, Facebook has lost the respect of businesses, organizations, and individuals across the 
globe. However, from a financial perspective, a vast majority of Facebook’s ad revenue actually comes from small to 
mid-sized businesses, so big businesses cutting spending didn’t hurt them as much as one might expect. In fact, their Q2 
stock was up 3.2% (ended June 30) (AdExchanger). 

All that said, Zuckerberg and the team are working to improve their status. According to Facebook communications chief, 
Nick Clegg, “We may never be able to prevent hate from appearing on Facebook entirely, but we are getting better at 
stopping it all the time.”

How Does this Affect Marketers?
From a marketing perspective, Facebook being hit this hard with bad press might affect the success of ads, but it 
depends on the business and industry. People are still using Facebook just as much as they ever have. In fact, at the end 
of Facebook’s Q2 2020, they reported an 8% YOY increase in users. With so many people having sheltered in place this 
year, an increase in social media usage is no surprise. 

At Sparxoo, we’ve seen no shift in cost per click (CPC) or cost per lead (CPL) across our clients’ Facebook and Instagram 
campaigns. Across all our Facebook Ad campaigns for our clients, our average cost per click is $0.97. Considering the 
average CPC of a Facebook ad is $1.72, that’s not bad!

How Should You Use Facebook Ads?
Facebook isn’t the perfect medium for just any ad campaign. Depending on what you’re advertising, it may be better to 
work with LinkedIn, Twitter, YouTube, Google, Reddit, or a different, specialized platform. However, if your target audience 
matches any of the below criteria, Facebook might be the right match for you (sproutsocial):
•  High income (74% of users are high income)
•  International (only 10% of regular users are in the U.S. and Canada)
•  65 or older (teens are using Facebook less and less, while 40% of the “Silent Generation,” born pre-1945, are now users)

So, should you be worried about spending your hard-earned money on Facebook Ads? Frankly, it depends. Based on 
the message you’re advertising, Facebook might not be the right medium to use. However, from a purely metric-based 
standpoint, Facebook is still running smoothly and has proven to hardly be affected monetarily by its recent bad publicity.

As long as Zuckerberg and Clegg follow through on their claim to invest more on limiting hate speech and misinformation, 
this may become a blip on the radar of Facebook’s continual powerhouse domination of the online realm. In the meantime, 
if it makes sense for your business, take advantage of Facebook’s low cost per click, and start converting new leads.
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https://www.politico.com/news/magazine/2020/07/03/activists-advertising-boycott-facebook-348528
https://www.nytimes.com/2020/06/26/business/media/Facebook-advertising-boycott.html
https://www.adexchanger.com/platforms/facebook-beats-earnings-expectations-the-same-day-it-gets-hit-with-a-5b-ftc-fine/
https://sproutsocial.com/insights/facebook-stats-for-marketers/
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The increase in remote work options may 
have been borne out of necessity, but that 
doesn’t mean they’re going anywhere. 
Ahead, we share our prediction for the 
future of the workplace.

TREND NO. 04 SPARXOO     |    08

So in 2021, telecommuting will still likely remain the norm for 
many Americans. This will allow employers to hire the best 
talent for their teams, regardless of location, and it will give 
flexibility to the workforce, as well. But our prediction isn’t a 
like-for-like trend from now, with a pandemic still looming, to 
a post-vaccine world. Rather, we believe that the trend for 
2021 will be a work hybrid.

You see, there’s another kind of epidemic in America — an 
epidemic of loneliness (Cigna). In a study by Cigna, 61% 
of respondents said they feel lonely at least some of the 
time, and that was a study done prior to the spread of 
the coronavirus in the US. This can lead to depression or 
social anxiety for remote workers who can find themselves 
secluded most of the time.

To combat this, a mix of meaningful virtual interactions and 
some in-person sessions can make an enormous difference. 
For those employees scattered across the globe and away 
from any of their peers, video conferencing will have to 
remain the primary meeting tool to ensure participation from 
all team members.

There’s nothing like a global pandemic to push businesses towards 
remote work experimentation. While remote work has been a 
growing trend for years now, 2020 added fuel to the fire for any 
corporate stragglers who were unsure of what sending workers 
home would do to productivity. In fact, productivity has been found 
to either remain consistent with in-office work, or even increase 
as a result of working remotely (Entrepreneur). This success, 
coupled with increased investment in remote-friendly tools and 
applications, means that many employers don’t anticipate sending 
their teams back to the office anytime soon, regardless of what 
happens with COVID-19.

In a survey by Gartner, 
74% of CFOs said that they 
intend to make remote 
work permanent for some 
or all of their employees 
(Gartner).

74%
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https://www.cigna.com/newsroom/news-releases/2020/cigna-takes-action-to-combat-the-rise-of-loneliness-and-improve-mental-wellness-in-america
https://www.entrepreneur.com/article/351276
https://www.gartner.com/en/newsroom/press-releases/2020-04-03-gartner-cfo-surey-reveals-74-percent-of-organizations-to-shift-some-employees-to-remote-work-permanently2


In a Gallup study, researchers found that the optimal engagement 
level for employees happens when they spend 60 to 80 percent 
of their time working off-site (Business 2 Community). Since 
2020 proved that many businesses can accommodate such an 
arrangement, employees will begin to expect this flexibility and 
refuse to settle for less.

From a managerial perspective, this means that regular 
check-ins and availability to your remote workers will be 
more essential than ever before. Without the ability for a 
random walk-by, managers must be more intentional about 
their engagement with their teams. You should also ensure 
that your team doesn’t burn out by reinforcing regular 
work hours. Yes, flexibility should be allowed, but help your 
employees from creeping into regular 10-hour workdays by 
encouraging them to establish regular hours on most days.

What other ways can leaders ensure that remote work 
results in the best possible output from their employees? 
For one, strong tools will be the bedrock of remote 
organizations. By adopting platforms that help you 
communicate with your team and keep everyone organized 
and on-task, you’ll ensure that nobody ever runs into an 
unnecessary road block.

Since 72% of employees have said they’d like to work 
away from the office for at least two days a week after the 
pandemic is over, it is safe to say that the remote-hybrid 
workplace is here to stay (pwc). By investing in the right 
tools and procedures to accommodate this structure, and 
by beefing up intentionality behind your one-on-ones with 
your employees, you’ll assure success in this new world of 
remote work.

THE 
REMOTE–
HYBRID 
WORKPLACE 

IS HERE 
TO STAY.
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https://www.business2community.com/human-resources/25-key-remote-work-statistics-for-2020-02299342
https://www.pwc.com/us/en/library/covid-19/us-remote-work-survey.html
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Sometimes it’s OK to go a little mental. In 
the case of our fifth trend, we dig into the 
theory of loss aversion, and discuss how 
to implement it into your upcoming ad 
campaigns — and what to avoid.

TREND NO. 05 SPARXOO     |     10

In marketing, loss aversion can be incorporated in strategies 
like limited-time sales, coupons that expire, or scarcity of 
products — who among us haven’t been lured through an 
online checkout by the warning of “low in stock”?

The numbers don’t lie. In research conducted at the ISM 
University of Management and Economics, loss aversion 
was the most successful strategy on an e-commerce 
platform, outperforming in increase of conversions and 
maximizing page views (invesp).

So how will loss aversion show itself in 2021’s marketing 
landscape? Fear-mongering definitely won’t cut it. Relying 
simply on the fear of missing out isn’t going to speak to your 
target audience in the way it might have before. You need to 
make your marketing human. Align with your customer — 
remind them that your business is also made up of people 
who are going through hard times. If your product or 
service can help maintain some semblance of normal life 
for the customer, highlighting this can help comfort your 
potential buyers.

Right now, a direct sales pitch can come across as tone 
deaf. Between entire industries still waiting to rebuild 
(like the restaurant and live entertainment industries) and 
the accompanying lost jobs and wages for thousands of 
Americans, it is much more important to consumers that 
they can trust the brands where they are investing their 
limited capital.

Human beings hate to lose. 

In fact, people are more motivated to avoid loss than they are to gain 
something. This phenomenon is called loss aversion, and while it isn’t 
new, it has certainly garnered more urgency in the era of COVID-19 
(ScienceDaily).

This isn’t strictly true of B2C marketing, either. B2B buyers 
might have relied on in-person trade shows and networking 
events in the past, but with a sped-up move to digital 
campaigns, it’s more important than ever that campaigns 
involve humanity. People emphasize networking when it 
comes to landing a new job you want — and it’s just the 
same for converting that new lead, too. Relationships make 
a huge difference when it comes to an investment of time, 
money, and/or partnership. 71% of people prefer buying 
from companies with similar values as them (Small Business 
Trends). If you clearly define your company values, you can 
put these at the center of your marketing campaigns and 
appeal to that stronger connection that goes beyond a 
one-time purchase or contract.

To frame loss aversion-based marketing in terms of 
humanity, then, is to highlight how your product or service 
can prevent loss in uncertain times. You might emphasize 
how your product can help maintain connection despite a 
largely remote world (iSpot.tv). You might create a program 
to help people refinance so they can keep their cars (Inside 
Radio). You could also encourage people to stay healthy 
through viral campaigns and hashtags (World Health 
Organization). Combining these calls to protect what’s 
important with an overall value-system that demonstrates 
concern for the community is a winning combination that will 
inspire loyalty well into the future, no matter what’s around 
the corner.
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https://www.invespcro.com/blog/13-loss-aversion-marketing-strategies-to-increase-conversions/
https://www.sciencedaily.com/releases/2020/05/200518144913.htm
https://smallbiztrends.com/2020/02/brand-values-alignment.html
https://smallbiztrends.com/2020/02/brand-values-alignment.html
https://www.ispot.tv/ad/nwFa/keurig-take-time-to-connect
http://www.insideradio.com/free/in-new-ads-ford-says-it-s-built-to-lend/article_9e422c16-6829-11ea-afc9-d3a17d2a022e.html
http://www.insideradio.com/free/in-new-ads-ford-says-it-s-built-to-lend/article_9e422c16-6829-11ea-afc9-d3a17d2a022e.html
https://www.tiktok.com/@who?lang=en
https://www.tiktok.com/@who?lang=en
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71%

OF PEOPLE PREFER BUYING 
FROM COMPANIES WITH 
SIMILAR VALUES AS THEM.
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The top four of the 25 most trusted brands in America
(Morning Consult)
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https://morningconsult.com/most-trusted-brands/
https://smallbiztrends.com/2020/02/brand-values-alignment.html
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Great stories have a captivating hook that 
lures you in or maybe shocks you with an 
eye-opening stat. As a brand in today’s 
oversaturated and over-stimulated digital 
ecosphere, an engaging introduction to 
your brand or product is the table stakes. 

How, as a brand, should you break through 
the noise? We’re so glad you asked. First, 
let’s take a look at the trends behind digital 
and video engagement, and then let’s see 
who is doing this well.

TREND NO. 06 SPARXOO     |     12

In the U.S., the Internet Advertising Bureau (iab) found that 
the largest gains (+30%-40%) in digital consumption were 
driven by video — specifically, online videos (YouTube, 
TikTok, etc.), broadcast TV, and online TV/streaming films. 

People are spending 6-7 hours a day consuming content, 
and are particularly drawn to social media and some 
longer-form content like TV shows and streaming series — 
so how can we apply this to our businesses?

1     Consumer attention spans continue to decrease (yes, 
it is possible), so unless you’re creating a killer content 
series, understand how to tailor your content to grab your 
audience’s attention. 

2     Given the trends, reevaluate if video and storytelling is 
garnering enough of your marketing budget, or if you 
have to shift from more traditional channels (i.e. OOH) 
given the decreased traffic.

3     Customize your video (or parts of your video) to speak 
directly to a niche audience. For example, you can 
use LinkedIn to target CEOs and CFOs by making two 
versions of a video intro, starting with, “Are you a CEO?” 
and “Are you a CFO?”

Who is Maximizing the Value of Video?
Masterclass — this may be a no-brainer since Masterclass 
is a video-based learning platform. The beauty of what 
Masterclass does lies within how they use their various 
“professors” and lessons to target everyday people with 
interests in those categories. 

One example of how Masterclass is introducing themselves 
to millennials who love to travel and post images to 
Instagram is through an online course led by Jimmy Chin, 
a world-renowned wilderness and action photographer. In 
another instance, Masterclass has honed in on those with 
an entrepreneurial spirit with classes led by Sarah Blakely 
(Spanx CEO) and former Starbucks CEO, Howard Schultz. 
Thursday Boots — This e-commerce-only company has 

Since the start of the COVID-19 pandemic, daily online content consumption 
around the world has soared. As of September 2020, it has doubled on 
average from 3 hours 17 minutes to 6 hours 59 minutes (DoubleVerify). Given 
this spike in digital content consumption, hopefully, you’re asking yourself the 
same thing we did: “What the heck are people watching?” 

leveraged Instagram as its primary top-funnel driver, directly 
reaching their young-to-middle-aged male demographic, 
and occasionally targeting their female counterparts for 
gifting ideas and their newly crafted women’s line.

The brilliance with Thursday is they identified their primary 
audience and rather than spreading themselves out across 
various platforms, doubled down on Instagram, given the 
over-indexing between their target demo and site usage. 
Next, they layered on influencer partnerships and targeting 
to make videos that clearly communicated the value and 
longevity of their boots, and word spread like wildfire. 

Chipotle — After a huge loss in market share with millennials 
due to a well-publicized E. Coli outbreak in late 2015, 
the brand has a renewed focus on leveraging video and 
advertising to reach the next generation of marketplace 
spenders — Gen Z. 

Chipotle, knowing they needed to change the narrative 
with Gen Z, took to TikTok and has had a number of viral 
challenges and trends dating back to 2019. Wisely, about 
1 out of every 10 posts from their corporate account 
highlights some behind-the-scenes footage of employees 
hand-preparing fresh food and vegetables. 

In closing, we all know that video is important and far more 
engaging than static social media posts and blogs; however, 
that doesn’t mean you need a Fortune 500 budget to 
capitalize on the consumer trends. Many SMBs are focusing 
on the points we covered above to engage new consumers 
or clients quickly, tell a compelling story, and introduce them 
to their brand.
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https://www.masterclass.com/
https://www.youtube.com/watch?v=ELyMs-kiwtA
https://www.youtube.com/watch?v=6QiElTydVQ8
https://www.youtube.com/watch?v=7egL8J8VVeA
https://thursdayboots.com/
https://doubleverify.com/newsroom/global-online-content-consumption-doubles-in-2020-research-shows/
https://www.tiktok.com/@chipotle
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For decades, businesses have found 
success in micro-segmentation. With the 
evolution of technology including social 
media, we can use tactics heretofore 
unheard of to track and target even the 
most niche audience. How? Let’s dig in.

Targeted advertisements seem like a 
no-brainer. Utilizing user information 
to reach only those people who 
might actually be interested in your 
product or service makes sense from 
a business perspective, and the user’s 
perspective. And yet, 76% of marketers 
fail to use behavioral data to target their 
marketing to specific audiences (Grenis 
Media). If you’re looking to leap ahead 
of the pack in 2021, we suggest leaning 
on the built-in targeting support offered 
by tools available right now. Let’s look 
at your options.
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Social Media Advertising

There are multiple social media platforms to pick from, and nearly all 
of them offer some type of advertising for businesses. Here are some 
quick tips on how to pick your channel, and some great ways to find new 
clientele in using each one.

Facebook and Instagram Ads
Facebook continues to be one of the widest-reaching 
platforms around, with 81% of American adults on the 
platform as of June 30, 2020 (techjury). Some pros of 
using Facebook include:
•   You can target people based on their interests (“Liked”  
     pages, “Followed” celebrities, etc.).
•   You can very accurately target ads based on age, 
     location, gender, and other basic demographics.
•   The cost-per-click is comparatively low in Facebook ads 
     (averages about $1.50). 

LinkedIn Ads
For business-to-business (B2B) companies, LinkedIn 
tends to be the obvious choice. Here’s a quick summary of 
LinkedIn ad benefits:
•   Highly specialized targeting based on demographics,  
     experience, industry, and companies.
•    More engaged customer base; people like, comment, 

and share more often on quality posts in LinkedIn if the 
post is something that can be learned from.

Twitter Ads
Twitter is a wildcard. User demographics tend to be all over 
the board, meaning you can access those niche interest 
groups you’ve been looking for:
•    Twitter offers the option to target based on cell phone 

make, model, carrier, and operating system — which, 
if you’re a tech-based company, might be the most 
important data you could use.

•    With Twitter, you can target based on keywords or 
hashtags users have typed in previous tweets. This is a 
great way to target those who talk about your competitors.

•    Twitter also boasts a low cost-per-click of about $1 and 
a low cost-per-lead at about $15. This is likely due to the 
fact that targeting is a little less cut-and-dry than their 
competitors.
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https://www.grenismedia.com/blog/45-digital-and-targeted-advertising-statistics/
https://www.grenismedia.com/blog/45-digital-and-targeted-advertising-statistics/
https://techjury.net/blog/how-many-americans-use-facebook/#gref


Google Suite of Advertising

It’s time to take a look at the platform that essentially built the way 
we advertise today — and, really, the way we use the internet today. 
We’re talking about Google.

Google Search Ads
Every time you use Google to answer a question or look for a 
product or service, you’re taken to the Google Search Engine 
Results Page (SERP). On that page, you’ve probably noticed 
that the top few options all say “ad” on them. That’s because, 
rather than optimizing their website to show up organically 
for the keyword you typed in, these companies bid on that 
keyword to show up on the top of the page. Here are the 
benefits of this option:
•    Search ads tend to produce more conversions than any 

other online ad choice. Why? Because you’re providing the 
product or service that potential customers are literally 
searching for. 

•    Want to narrow your segment? Target “long-tail keywords,” 
which are keywords that tend to be a little cheaper and are 
also more specific.

YouTube Ads
If you haven’t already started using video for your 
business, you should. DIY and explainer videos reign 
supreme on YouTube. But here’s where experience in 
the traditional television ad space comes in handy: with 
YouTube ads, you can create commercials that appear 
in what’s called the “pre-roll” (the five seconds all users 
have to sit through before they’re taken to the video they 
selected). Here are some benefits:
•  You don’t pay for the ad time before the five second 
    mark. Once someone hangs on longer than 
    five seconds, you owe Google (so if your video is 
    unsuccessful, you won’t lose much investment on it).
•  You can target people based on the videos they’re 
    watching. If someone is watching a lot of car repair 
    videos, you might want to introduce them to your local 
    mechanic with a pre-roll ad.

Knowing the type of person 
that uses your product is all it 
takes to get started with these 
solutions. If you’re interested in 
targeting your micro-segment 
to get just the right person, 
evaluate which social media 
channels your audience is 
on and what answers they’re 
searching for on Google, and

GET 
ADVERTISING.
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Sparxoo’s CEO, David Capece, identifies the 
post-coronavirus statistics that are here to 
stay in 2021.
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While on the surface, COVID-19 forced us into lockdown 
and staying-in-place, beneath the surface, many businesses 
were racing in new directions and transforming businesses. 
Indeed, 86% of small businesses said they developed a new 
product because of the pandemic (Small Business Trends). 
Take it from Jeff Bezos, and incorporate a healthy amount of 
wandering and discovery into your digital initiatives:
 
“Sometimes (often actually) in business, you do know 
where you’re going, and when you do, you can be efficient. 
Put in place a plan and execute. In contrast, wandering 
in business is not efficient ... but it’s also not random. It’s 
guided — by hunch, gut, intuition, curiosity, and powered by 
a deep conviction that the prize for customers is big enough 
that it’s worth being a little messy and tangential to find 
our way there. Wandering is an essential counterbalance 
to efficiency. You need to employ both. The outsized 
discoveries — the “non-linear” ones — are highly likely to 
require wandering.” - Jeff Bezos, Amazon CEO

New products can take many forms, but one that is 
emerging as a popular digital front-runner is an app. With 
the expansion of real estate on phones’ home screens, 
consumers have fewer limits on the amount of apps they 
can download and access. 80% of users say they actively 
interact with retail apps they’ve downloaded on their phones, 
which is a high level of engagement that can lead to direct 
sales (PR Newswire).

If you’re no longer comfortable doing the same old thing, 
that might be a good thing. 79% of companies say that 

In Q1 2020, COVID-19 ushered in a new era of disruption. It started with 
disrupting how we work and where we work. And through that disruption 
there has been a tidal wave of change. Just because the calendar turns to 
2021 doesn’t mean that disruption is over, it’s just different.

COVID-19 increased the budget for digital transformation 
(SuperOffice). At the forefront, Machine Learning and AI 
are coming into view as marketing and sales prioritize AI 
and machine learning higher than any other department in 
enterprises today (40% of marketing and sales teams).

Machine Learning: Nearly 75% of managers and executives 
believe their organization’s current goals would be better 
achieved with greater investment in machine learning and 
automation (Think With Google).

Artificial Intelligence (AI): AI will result in 6.2 billion hours of 
worker productivity globally in 2021 (AI Multiple).
 
Looking to move ahead amidst digital disruption? One of the 
job roles trending upward coming into 2020 was the Product 
Manager Role, growing by 29% in 2019 (Product School). 
COVID-19 has accelerated digital adoption by as much as 5 
years (McKinsey Digital). As firms transition to a digital world, 
they will require Product Managers to help them navigate 
this change.  
 
Companies that have embraced digital transformation 
are 26% more profitable than their peers. Feeling like you 
are behind? It’s not too late as 47% of companies haven’t 
started their digital transformation yet (SuperOffice). You can 
create a master plan, prioritize a few key areas, or just move 
forward with digital wandering. Whatever your approach, 
know that digital disruption is in play in 2021, so ramp up 
your investments and get moving.
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https://smallbiztrends.com/2020/09/quickbooks-remote-work-survey.html
https://www.superoffice.com/blog/digital-transformation/
https://research.aimultiple.com/ai-stats/
https://www.thinkwithgoogle.com/future-of-marketing/emerging-technology/machine-learning-and-automation-statistics/
https://research.aimultiple.com/ai-stats/
https://productschool.com/blog/product-management-2/product-management-2020/
https://www.mckinsey.com/business-functions/mckinsey-digital/our-insights/the-covid-19-recovery-will-be-digital-a-plan-for-the-first-90-days
https://www.superoffice.com/blog/digital-transformation/
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86%
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OF SMALL BUSINESSES 
SAID THEY DEVELOPED A 
NEW PRODUCT BECAUSE OF 
THE PANDEMIC.
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https://smallbiztrends.com/2020/09/quickbooks-remote-work-survey.html


Digital 
disruption  
is in play 
in 2021—

TREND NO. 08

David Capece
CEO, Sparxoo
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Whatever you thought your budget would 
look like in 2020, we’ll put our money on that 
budget changing dramatically by March. 
Here’s what we think you’ll need to do to 
prepare your plans for 2021.
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In the face of a more dynamically changing environment, 
streamline your budgeting and planning processes for a 
more nimble and efficient approach. Start by getting your 
marketing team aligned around sales goals. Then identify 
your key marketing activities and priorities and ensure your 
focus of resources on the highest-performing channels. Ask, 
“What are the key business drivers of recovery in 2021?” 
and, “What are the key marketing jobs that must be done?”

As you review businesses, plans, and planning cycles from 
top to bottom, also consider new budgeting approaches. 
For example, you can give zero-based budgeting a try as 
you evaluate scenarios — from what levels of spending are 
truly required to keep the lights on, to what’s required for 
aggressive growth. During zero-based budgeting, be sure 
to ask, “What long-term marketing activities can’t be 
sacrificed in the short-term?” so you don’t toss out all 
long-term initiatives.

Historically during budgeting, many teams set aside funds 
for testing, experimentation, innovation, or other “nice-to-
have” initiatives. This year, CFOs are giving guidance to 
include a centrally controlled pool of funds (approximately 
10 to 15%) to be used in certain scenarios as business goals 
are achieved. Ask, “What do you wish you could include in 
your 2021 plan?” When the funds become available, you can 
use new approaches to distribute these funds, including 
team presentations to vy for the extra funds.

If you’re like most leaders, the budget you set coming into 2020 became 
obsolete within 90 days. Yes, all that time prepping and planning was for 
naught in the face of COVID-19. That doesn’t mean you should abandon 
budgeting, it just means you need a new approach.

If it is financially feasible, a true emergency fund can save 
the life of your business. Statistics have shown that 90% 
of businesses that do not reopen within five days of a 
disaster will fail within a year (FEMA). This is a frightening 
metric, but really underlines the importance of savings and a 
contingency plan.

When you have flexible funds during a crisis, this also 
allows your business to invest in marketing where other 
businesses have to cut their advertising costs. This allows 
your dollars to go further, as you take a larger share of the 
voice in your field. 

In 2020, speed to market has been a game changer, and 
2021 will be no different. Breaking the annual plan down into 
quarterly marketing roadmaps increases flexibility and an 
agile approach. Similarly, if you have large initiatives, break 
them down into monthly and quarterly investments. Get your 
KPIs and scorecard set up for monthly and quarterly review, 
and then schedule those reviews. Then, bring those metrics 
into rolling forecasts that are closer to real-time.

10 DIGITAL MARKETING TRENDS TO TAKE YOU INTO THE NEW YEAR

https://www.mckinsey.com/business-functions/strategy-and-corporate-finance/our-insights/memo-to-the-cfo-a-new-approach-to-2021-budgeting-starts-now
https://www.mckinsey.com/business-functions/strategy-and-corporate-finance/our-insights/memo-to-the-cfo-a-new-approach-to-2021-budgeting-starts-now
https://www.fema.gov/media-library-data/1441212988001-1aa7fa978c5f999ed088dcaa815cb8cd/3a_BusinessInfographic-1.pdf
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Selling is hard. Selling a product or service 
over a video call is even harder. Think about 
the bigger purchase decisions in your life, 
whether that’s a vehicle, a house, or an 
expensive piece of furniture. Now imagine 
having to purchase it without physically 
being there, and instead only seeing it 
online. That is exactly what most companies 
are facing in 2021. In-person meetings 
have been greatly reduced, if not altogether 
canceled, and anyone in sales is looking for 
ways to connect with prospects online.
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1.

Virtual coffee meetings save time and drive lead volume. 

2.

Utilize the video camera to build trust and read body language. 

While building rapport with sales prospects may sometimes take multiple meetings, many sales leaders 
are finding success in connecting with qualified leads on LinkedIn and being totally transparent as to why a 
15-minute virtual chat could be mutually beneficial. 

Given the fact that most industry conferences and sales summits have been put on hold for the foreseeable 
future, we’re seeing that people are much more receptive to a quick virtual introduction over video. 

From an efficiency standpoint, traditional in-person intro meetings often required a 20-30 minute drive to the 
coffee shop, 30-60 minutes to have the meeting, and another 20-30 minutes back to the office for a total time 
investment of anywhere from an hour to two and a half hours. 

In the virtual environment, we’ve seen successful salespeople hold up to 12-14 meetings per day, introducing 
themselves and doing the initial sales qualifying, knowing that the other person is doing the same. 

In-person meetings are great because they allow you to read the room and the body language of your potential 
buyer or buyers. This can still be done in the virtual environment, but you need to encourage the use of the 
video camera at all times. 

Personally, we like to provide prospective clients with a heads’ up during our outreach that informs them who 
will be on the call, and that this will be a video chat. 

Once on the video call, showing that you are actively listening by smiling, nodding your head, and repeating 
back what you are hearing is critical in building that rapport and trust with your prospect. Just as you can tell 
when someone is “leaning in” to a conversation at a conference room table, you can tell on a video chat when 
you have someone’s attention and if they are genuinely interested. 



3.

Engage with prospective clients or buyers where they are digitally.

Research since the COVID-19 pandemic shows that time 
spent consuming digital content has nearly doubled to over 
6 hours per day compared to pre-pandemic norms — take 
advantage of that!

Finding your prospective clients and buyers on social media 
and following their likes and interests is a great way to build 
a relationship, when done tactfully. If you feel following them 
with your personal account is a little too far, too fast, try 
using your company’s account and following your prospect, 
or start with following their company. It can’t be understated 
that behind a company’s corporate posting on social media 
is someone (maybe a junior team member, but a team 
member nonetheless) that is excited to report up to their 
leadership that another company has really started engaging 
with them via social media.  

Another way companies are finding success closing 
deals digitally is by reinvesting budgets that were 
originally allocated for travel and in-person meetings 
into digital marketing. A fraction of typical travel budgets 
can go a very long way in reaching niche audiences on 
Facebook, LinkedIn and Instagram, while also allowing 
you to retarget prospects who have visited your site 
previously but didn’t convert. 

More than anything, personalizing your outreach will go a 
long way. Human beings are hungry for connection right 
now, perhaps more than ever before, so being human with 
your prospects is a great way to make an impact.

HUMAN 
BEINGS 
ARE HUNGRY 
FOR 
CONNECTION 
RIGHT NOW
perhaps more than ever before, 
so being human with 
your prospects is a great way 
to make an impact.
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As a brand in today’s 
oversaturated and 
over-stimulated 
digital ecosphere,

Rob Kane
President, Sparxoo
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FIGHT FOR THE THINGS 
THAT YOU CARE ABOUT, 
BUT DO IT IN A WAY 
THAT WILL LEAD OTHERS 
TO JOIN YOU.
Visit sparxoo.com 
to drop us a line.
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https://sparxoo.com/
https://sparxoo.com/
http://sparxoostudios.com/
https://croow.com/


2021 CONSUMER 

TRENDS







RESTAURANTS BLOGS AND SOCIAL

The Food Philosopher
Allergen-free

WHAT’S DRIVING THE TREND?

• Media coverage of severe allergic reactions 
• Growing list of registered allergens
• Changes in laws around allergen labelling and what is classed as an 

allergen
• Increasing awareness of special diets such as FODMAP for 

intolerances 
• Parents with young children seeking products with allergen-friendly 

claim

WHAT’S DOES IT MEAN?

• Consumers becoming increasingly 
aware of allergens in food

• Manufacturers creating greater 
visibility on allergen labelling

• Consumers adopting ‘allergen-free’ 
diets for health

Free from gluten, wheat, 
dairy, soy and yeast and 

suitable for vegans
No added sulphites Plant-based cold brew, free-from 

the top 8 major allergens

Vegan ready meal free from all 
14 EU registered major allergens

PRODUCT LAUNCHES

SYNERGY’S OFFERING

37% of consumers 
avoid an ingredient 
due to an allergy or 

intolerance

Seed butter: sunflower or pumpkin, 
seed butter is the perfect 
alternative for nut-allergy sufferers

Camel milk
The latest dairy-alternative to 
sweep Australia and now available 
in UK ASDA stores

• Masking & harmonising flavours for 
free-from

• Milk & dairy flavours for dairy-free 
products



RESTAURANTS BLOGS AND SOCIAL

The Food Philosopher
Flexitarian

WHAT’S DRIVING THE TREND?

• Consumers reducing meat consumption for health reasons
• Consumers becoming increasingly concerned about the impact 

of farming on our planet and animal welfare
• Consumers becoming part-time vegetarians in order to eat 

more grains, vegetables and legumes
• Traditional meat and dairy brands making waves in the vegan 

space

WHAT DOES IT MEAN?

• Consumers choosing to adopt plant-
base diets on a part-time basis

• Vegan and plant-based foods becoming 
more readily available whether the 
focus is health or environmental

PRODUCT LAUNCHES

SYNERGY’S OFFERING

Vegan egg: Wagamama 
launch dish with worlds 
first vegan ‘egg’
Vegan classics: Pret set to 
launch vegan versions of 
top sandwiches including 
Chuna mayo, hoisin 
mushroom and the VLT

• Vegan-friendly meat flavours; chicken, 
beef, cured meats

• Umami & kokumi savoury enhancers
• Vegan-friendly dairy flavours; milk, 

cream, yogurt
• Harmonisers and flavour pairing

Super-green plant-
based sausages, Heck

Blend of lean beef and 
beans, Lean & bean 

Vegan versions of favourites: vegan 
Cornish pasty, Greggs vegan sausage roll

25% of UK shoppers are 
looking to cut down on 

their meat intake and this 
rises to 35% in 18-34 year 

olds

Lactofree dairy & oat 
milk hybrid

This isn’t Chicken (but 
tastes like it!)



SYNERGY’S OFFERING

CLEAN LABEL 2.0

• Consumers want to know more about 
their products than ever before

• ‘Clean eating’ is tipped to be the next 
‘healthy’ as it become a lifestyle 
choice

• Ingredients lists are becoming shorter 
and more recognisable

• Food scandals
• Consumers around the world lacking trust – need to know more 

about how, where, when and by whom – “the back story helps 
to create an element of trust”

• Increased choice – consumers can afford to be choosy
• Many consumers believe ‘natural means healthy’

WHAT’S DRIVING THE TREND?

38%
of UK respondents agree they trust a 

product with a shorter ingredient list is 
better for them than one with a longer 

one

PRODUCT LAUNCHES

‘Whole 
strawberries & 
fresh cream’

‘only 3 ingredients’ ‘Nothing added’
‘Pure rosemary 
extract’

‘Cold-pressed 
whole fruit’

• Clean label extracts and FTNF flavours;
• Citrus fruits
• Botanicals & florals
• Herbs
• Vanilla extract

FASTEST GROWING FLAVOURS

The Food Philosopher
Clean Label 2.0





EVERYONE’S TALKING ABOUT

The rebalancer
The Power of Veg

WHAT’S DRIVING THE TREND?

• The rise of veganism – consumers becoming more aware of 
and accustomed to the flavour of various plant-based 
ingredients

• The natural sweetness of vegetables being used to facilitate 
sugar reduction

• Bright and bold vegetables making products more grammable!
• Vegetables being used as a way to add fibre to products

WHAT’S DOES IT MEAN?

• Plant-based ingredients  are becoming 
the hero in food and drink as consumers 
look for natural products to fit their 
lifestyle

• Whilst plant-based is on the rise, it not 
just about veganism as chefs across the 
UK celebrate the humble vegetable!

Crisps naturally coloured 
with vegetables

Layers of brightly 
coloured vegetables for 
the perfect centrepiece

Avocado ice cream
Drink your veggies Broccoli & kale pizza crusts

PRODUCT LAUNCHES

SYNERGY’S OFFERING

In 2018, 20% of food and 
drink spend in the US was 
on plant-based products

Veggies for dessert: A wave of 
inventive chefs are embracing 
vegetables in a range of new 
innovative desserts

Hidden veg: A new wave of recipe 
inspiration for parents who want 
to sneak more veg into kids’ diets

• Masking & harmonising flavours
• Cheese and dairy flavour pairings
• Fruit flavour pairing
• Botanical & herbal extracts



EVERYONE’S TALKING ABOUT

The Rebalancer
Positive Nutrition

WHAT’S DRIVING THE TREND?

• Busy lifestyles and the odd ‘slip’ on the diet plan is driving an 
increase in ‘permissible’ products

• Consumers using social media influencers to educated themselves 
about the next big health trend from protein to gut health

• Consumers constantly on-the-go who want to maintain their healthy 
diet out of home by choosing nutritionally enriched foods

WHAT’S DOES IT MEAN?

• Fad diets are out and fact-based scientific 
health is in!

• Consumers are now more clued up about 
their health and wellbeing than ever and 
are increasingly demanding products with 
additional benefits with promises to 
balance gut bacteria, build muscle and 
even help you live longer!

Boost protein through 
condiments for veggies

Supergut porridge with 3x 
more fibre than standard oats

On-the-go breakfast 
probiotics

Live sauerkraut rich in 
probiotics

Grass-fed beef protein 
snacks

PRODUCT LAUNCHES

SYNERGY’S OFFERING

47% of UK parents agree 
that it is hard to find 

healthy food products 
aimed at children

Psychobiotics: consumers becoming 
increasingly educated on gut health 
and the link between the gut and the 
brain

Insect protein: Consumers are 
becoming more open to the use of 
insect protein and it’s slowly making 
it’s way into product launches

• Protein flavour-pairing
• Flavours & extracts for fermented 

products
• Masking flavours



EVERYONE’S TALKING ABOUT

The Rebalancer
Cutting back

WHAT’S DRIVING THE TREND?

• Government putting sugar in the spotlight with various campaigns
• Increasing availability of health information via labelling (traffic light 

system) and online means consumers are better informed to make 
healthy choices

• Rise of social media – consumers thinking more about the 
repercussions of their drinking habits!

• Mindful consumption – younger consumers feeling the burden of 
responsibility to eat and drink better

WHAT’S DOES IT MEAN?

• The childhood obesity crisis has reached 
critical point, governments are beginning 
to introduce recommendations to cut 
sugar, fat and salt in foods

• The age of the sober-curious – not drinking 
is no longer a sign of pregnancy or not 
knowing how to have a good time!

Sugar replaced with 
sweeteners and fibres for 

more ‘mindful eating’

Aecorn – the UK’s first 
alcohol-free aperitifs

55% less sugar than your 
average biscuit in the UK

Doughnut chips, Krispy Kreme –
all the taste with less calories

BFY ice cream brand Oppo
venture into desserts

PRODUCT LAUNCHES

SYNERGY’S OFFERING

52% of Brits say that 
booze-free beers have 

become socially 
acceptable. 

Alcohol-free spirits: Brands like Seedlip
are leading the way with non-alcholic
spirits and mixologists are putting more 
effort into mocktails than ever before
The rise of savoury: Traditionally sweet 
categories move to savoury flavours to 
remove the need for added sugar

• Taste modulation platform; solutions 
for sugar, fat & salt reduction

• Alcohol flavours
• Sweet flavours; honey, maple, date
• Building indulgence with dairy flavours





EVERYONE’S TALKING ABOUT

GAME CHANGER
Bright and bold

WHAT’S DRIVING THE TREND?

• More consumers are looking to social media for food ideas and 
inspiration where visuals are key

• Consumers are looking for a sense of fun in certain products, 
particularly in indulgent/treat items or as a break from 
healthier or more ‘natural’ options which they may consume 
on a daily basis.

WHAT’S DOES IT MEAN?

• Continued emphasis on colours and 
visuals in products

• Novel flavours to pair with specific 
colours

• Multi-layered & multi-coloured products
• Themed products to tie in with global 

events

Raspberry, cacao 
& vanilla stout

Co-branded confection 
flavoured nutrition 

shake

Mayonnaise cupcakes Unicorn rainbow sprinkles Cold pressed black 
(charcoal) lemonade

PRODUCT LAUNCHES

SYNERGY’S OFFERING

49% of consumers learn about 
food through social networks, 

emphasising the importance of 
looking good online!

“Comedian” – a banana taped 
to a wall recently sold for 
$120,000 at Art Basel and was 
promptly eaten by the buyer.
Pomme Granny Smith: A 
hyper realistic apple pastry 
with granny smith and dill 
compote 

• Classic confectionery flavours (e.g. 
parma violets, lemon sherbet)

• Fantasy flavours
• Colour-themed flavours



RESTAURANTS BLOGS AND SOCIAL

GAME CHANGER
Blurring the lines

WHAT’S DRIVING THE TREND?

• Consumers are increasingly looking for products which can 
break the monotony and impart a little bit of fun into their day

• Consumers are always on the lookout for new flavours, formats 
and product types

• Consumers like to see their favourite flavours transported into 
other, novel product categories

WHAT’S DOES IT MEAN?

Nostalgic chocolate 
reimagined

Savoury 
cereal bars Savoury yogurt Dessert-inspired liqueurs Confection with 

beverage flavour

PRODUCT LAUNCHES

SYNERGY’S OFFERING

60% of consumers say they 
would be interested in 

buying discontinued brands 
from their childhood

The cronut: The original 
hybrid between a doughnut 
and a croissant is still as 
popular as ever

Dessert hummus: Turns 
snacking on its head!

• Dessert-inspired flavours
• Heat & spice flavours and seasonings
• Alcohol flavours
• Confectionery flavours

• Alcohol flavours being used across 
multiple categories

• Sweet & savoury and sweet & spicy 
blurring within products

• Classic / nostalgic flavours being 
transferred into new categories

• Fantasy flavours



EVERYONE’S TALKING ABOUT

GAME CHANGER
The craft movement

WHAT’S DRIVING THE TREND?

• Consumers are starting to either tire of global brands or reject 
them outright – Coca Cola has been around for 132 years –
people are bound to start getting tired of it!

• Millennials are choosing to spend their money on rarer, but 
more premium treats – e.g. one or two craft IPAs, rather than 
four cans of Fosters

• More craft listings in retailers driving innovation

WHAT’S DOES IT MEAN?

• Craft brands are chipping away at 
multinational’s market shares across 
almost all categories

• Consumers expect premium food and 
drink experiences

• Big brands are buying craft brands or 
launching their own craft products

PRODUCT LAUNCHES

SYNERGY’S OFFERING

57% of craft alcohol buyers 
consider a ‘unique flavour’ to be 
the most important purchasing 
factor. This is compared to 30% 

for non-craft buyers

Non-alcoholic spirits: Seedlip have 
continued to disrupt the craft market, 
adding to their range with a “nogroni”
The Pished Fish: Online retailers selling 
highly premium, alcohol-infused 
salmon

• Multi-flavours & flavour layering
• Trending profiles
• Clean-label extracts

“Small batch” dry gin Raspberry craft brewed 
kombucha

Premium chicken tikka 
ready meal for 2

Farfalle squid ink 
artisanal pasta

Handmade white 
chocolate honeycomb





RESTAURANTS BLOGS AND SOCIAL

THE GLOBE TROTTER
Japanese

WHAT’S DRIVING THE TREND?

• The number of tourists to Japan has increased significantly 
over the past decade, including an 8.7% y-o-y rise taking the 
total number of foreign visitors in 2018 to 31.2 million

• Interest in Japanese food has been growing for a number of 
years, but with the Olympics we expect interest to be 
amplified and to last well beyond the end of the Olympics

WHAT’S DOES IT MEAN?

• Spotlight on Japanese cuisine in the run 
up to, and throughout the Olympics

• Interest in the region will continue well 
beyond 2020 – as with previous global 
sporting events, we will see certain 
flavours become core off the back of the 
event

Chicken katsu & 
yakisoba ready 

meal

Authentic Japanese 
carbonated drink Japanese Toki whisky

Matcha tea with 
cranberry & lime

Wafer fingers with 
matcha green tea

PRODUCT LAUNCHES

SYNERGY’S OFFERING

26% of consumers have 
eaten Japanese in the last 
month, and a further 43% 

would be interested in 
eating Japanese

Hokkaido shio instant 
ramen

Japanese ‘dude’ food: 
Think sashimi pizzas and 
wagyu beef burgers!
Christmas BAObles: Bao 
in colourful Christmas 
themed shapes – perfect 
for hanging on your tree!

• Shichimi Togarashi (Japanese 7 spice)
• Toasted sesame
• Cherry blossom
• Matcha
• Yakisoba
• Teriayaki
• Yuzu



EVERYONE’S TALKING ABOUT

THE GLOBETROTTER
Italian

WHAT’S DRIVING THE TREND?

• Italian dishes are timeless classics which offer something for everyone –
from the fussiest of eaters to the most adventurous 

• Jamie Oliver has been pushing Italian throughout 2019 – his is the most 
viewed food website in the world (10m visitors per month) meaning that 
what he’s talking about is what the world is talking about!

• The continued growth of more premium casual Italian dining (Pizza 
express excluded) has risen the profile of traditional Neapolitan pizza –
e.g. Franco Manca, Pizza Pilgrims

WHAT’S DOES IT MEAN?

• Updated classics – bringing tried and 
tested Italian dishes into the 2020s

• More premium offerings in retail – wood 
fired pizzas, fresh chilled pasta, premium 
indulgent desserts

Classic Italian Panettone, 
various UK supermarkets

Italian Gelato, 
Unilever

PRODUCT LAUNCHES

SYNERGY’S OFFERING

Italian restaurants are the UK’s 
top restaurant choice, with 

19% of consumers saying it is 
their favourite restaurant type

Jamie cooks Italy: Jamie Oliver 
revisits Italy to discover classic 
recipes passed down through 
generations
Dolcetta, London: Have 
recently launched the UK’s 
first vegan cannoli.

Goats cheese and 
caramelised onion fiorelli

Chicken and smoked 
pancetta tortelloni

Wood-fired pizza with 
Italian flour

• Panettone
• Citrus flavours
• Mascarpone
• Tiramisu
• Tomato based cuisine pastes
• Authentic Italian flavours (Synergy Italy)





RECIPES, BLOGS AND SOCIAL

THE LIFE HACKER
On the go

• Meals that traditionally where eaten around 
the table are now in easy to pick up formats 
that you can enjoy where & whenever. 

• New innovation and flavour surrounding 
meals are a requirement as settling for a 
traditional sandwich won’t always cut it for 
todays Life Hacker consumer. 

Crunchy Nut, 
On- The- go 
Granola Pot

Pourable smoothie Bowl 
France 

BOL Keralan 
Coconut Curry Veg Pot

Campbells Sipping 
Soup, America 

Eat from Defrost 
Pizza Denmark 

PRODUCT LAUNCHES

SYNERGY’S OFFERING

Jamie Oliver:
Rainbow salad wrap featured 
in the On-the-go section of his 
website. 
Starbucks :
Has been consistently adding 
vegan options to its take-out 
food menu like their Vegan all 
day breakfast burrito.

• Authentic culinary pastes based on the 
latest cuisine trends

• Cheese and dairy flavour portfolio

WHAT'S DRIVING THE TREND?WHAT’S DOES IT MEAN?

• An increasingly busy lifestyle means more and more people are 
opting for on-the-go. 

• The growth in the fourth meal (An article from the guardian 
estimated that Britain's snack 8.3 times a week.) 

• A rise in accessibility to vegan/veggie options as Mintel’s Attitudes 
towards Lunch Out Of Home Report, UK June 2019 reported 48% of 
consumers avoid eating meat for at least one lunchtime meal a week 
and 67% feel it is important lunch accounts towards their five a day. 

The grocer reported ‘Deskfasting’ 
making up 12% of breakfast eating 

occasions. According to the 
76% of Brits now buy lunch out for an 
everyday occasion. There are even eat 

from defrost dinners designed to be 
taken on the go. 

Just 
add 
water



RESTAURANTS BLOGS AND SOCIAL

THE LIFE HACKER 
Complete Nutrition

Consumers are looking for products to 
replace a meal or even their entire diet which 
will allow them to achieve ‘complete 
nutrition’ i.e. providing them with all the 
essential vitamins and minerals alongside the 
macronutrients. 

Nourished Vitamins 
‘Nutri-Genetix’ HUEL Granola 

PRODUCT LAUNCHES

SYNERGY’S OFFERING

Feed.

Gamechangers: 
A recent documentary focused 
on the benefits of the vegan 
diet for sports performance has 
made waves in the world of 
sports  nutrition.

• Flavour harmonising
• Flavour masking
• Flavour pairing expertise

WHAT'S DRIVING THE TREND?WHAT’S DOES IT MEAN?

PRODUCT LAUNCHES

• Huel, soylent and feed breaking boundaries 
• Busy lifestyles that buy into the convenient nature 
• The concern around food wastes contribution to the 

environment.  
• Consumers that are focused on health or sports 

performance. 

A Mintel report on meal 
replacers found that vegan 
ranges have expanded by 7% in 
the last 3 years. 



RESTAURANTS BLOGS AND SOCIAL

THE LIFE HACKER 
Personalistaion

Mystery Oreos 
At Home Yoghurt Maker, 

Plant based or dairy Quality Street BYO Recipe Boxes

PRODUCT LAUNCHES

TRENDING FLAVOURS & INGREDIENTS

Kelloggs Kitchen Creations: Available on 
Deliveroo, everything from cheesy cornflake 
bites to sweet waffles, shakes and vegan 
hotdogs. 
KitKat Chocolatory: Consumers can choose 
from a range of 14 ingredients and 4 different 
types of chocolate to create their perfect Kitkat

• Fantasy flavours
• Clean-label pastes, 

extracts and natural 
flavours

WHAT'S DRIVING THE TREND?WHAT’S DOES IT MEAN?

PRODUCT LAUNCHES

• The expansion of online and mobile shopping has lead to a new 
era of personalisation. 

• Crowdsourcing ideas gaining popularity. (Crisps) 
• People want to ‘tell stories’ to make food their own and talk about 

it. 
• It allows for nutritional control and food suited for specific dietary 

needs. 
• Guess the flavour trend 

Modern consumers are wanting to make 
connections with their food
This could be through transparency of the 
ingredients lists or knowing where the 
ingredients come from or it could be foods 
that involve some form of participation for a 
fully immersive experience

60% of UK cereal eaters like 
to add extra ingredients to 
breakfast cereal
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about trends or samples, please 
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Key Takeaways

– The sharp rebound in global growth we expect in 2021, together with strong bank 
balance sheets, support from authorities to retail and corporate markets, and 
regulators' flexibility, should limit bank downgrades in 2021.

– Deviation from our base case, if the economic rebound is weaker or delayed, could 
result in more negative rating actions, particularly in regions with a second wave of 
infections and the reimposition of restrictions.

– The extent of prospective asset quality stress as government support programs tail 
off will be a key driver for our bank rating actions. The pathway to recovery to  pre-
COVID-19 performance levels will be slow and uneven.

– Central banks' actions will remain positive for funding but weigh on banks' interest 
margins and profitability.

– The pandemic accelerates bank digitalization and could trigger another round of 
restructuring and consolidation.

– ESG factors are rapidly moving to the forefront of banks' business strategies and 
regulators' priorities.

3



    

COVID-19 Vaccine – A Central Assumption

4

– S&P Global Ratings believes there remains a high degree of uncertainty about 
the evolution of the coronavirus pandemic.

– Reports that at least one experimental vaccine is highly effective and might gain 
initial approval by the end of the year are promising, but this is merely the first 
step toward a return to social and economic normality; equally critical is the 
widespread availability of effective immunization, which could come by the 
middle of 2021.

– We use this assumption in assessing the economic and credit implications 
associated with the pandemic. As the situation evolves, we will update our 
assumptions and estimates accordingly.

– There will be the challenge of manufacturing of billions of doses, the cost of 
distribution, availability to emerging markets, and people's willingness to be 
inoculated.

– In addition, the long-term efficacy of any vaccine is unknown.



    

BICRA And Trends For The Top 20 Banking Markets

5

BICRA Scores And Economic And Industry Risk Trends BICRA changes in 2020*

– Mexico and Iceland lowered to 5 from 4

– South Africa and India lowered to 6 from 5

– Oman lowered to 7 from 6

– Costa Rica lowered to 8 from 7

– Bolivia lowered to 9 from 8

– Sri Lanka and Tunisia lowered to 10 from 9

Trend changes in 2020*

– Economic risk to negativefrom stable for 
Australia, Austria, Belgium, Chile, Croatia, 
Finland, France, Iceland, Indonesia, Italy, 
Jamaica, Malta, Netherlands, New Zealand, 
Peru, Philippines, Poland, Spain, Sri Lanka, 
Thailand, Trinidad and Tobago, UAE, U.K., 
U.S., Uzbekistan

– Industry risk to negative from stable on 
France, Ireland, Sri Lanka, Turkey, UAE

– Economic risk to stable from positive on 
Bermuda, Cyprus, Georgia, Greece, Hungary, 
Slovenia

*The list includes only a selection of the changes made so far in 2020. 

A BICRA (Banking Industry Country Risk Assessment) is scored on a scale from 1 to 10, ranging from the 
lowest-risk banking systems (group 1) to the highest-risk (group 10). 

Data as of Nov. 15, 2020. Source: S&P Global Ratings.



    

Bank Ratings Remain Resilient

6

Operating company issuer credit ratings. Data as of Nov. 9, 2020. Source: S&P Global Ratings.

Evolution Of Ratings Distribution For The Top 200 Rated Banks
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We have lowered our ratings 
on a smaller proportion of 
banks than in most other 
corporate sectors as they are 
less procyclical.

We took about 240 rating 
actions on banks related to 
COVID-19 and the oil shock:

– About 76% were outlook 
revisions to negative.

– About 23% were 
downgrades.

– About 1% were placements 
on CreditWatch negative.



    

The Ratings Bias Is Sharply Negative

7

Note: Ratings bias is positive bias minus negative bias. Data as of Nov. 1, 2020. EEMEA--Eastern Europe, the Middle East, and Africa.
Source: S&P Global Ratings Research.

Evolution Of Outlooks For The Top 200 Rated Banks By Region
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About a third 
of our bank 
ratings carry 
negative 
outlooks.



    

Shape Of Recovery: Slow, Uncertain, And Uneven

8

– Recovery of banking systems to 
pre-COVID-19 levels will be 
slow, uncertain, and uneven.

– China, Canada, Singapore, Hong 
Kong, South Korea, and Saudi 
Arabia are among the banking 
systems likely to recover first, 
by the end of 2022.

– Some banking systems may not 
recover until 2023 including the 
U.S., U.K., France, Germany, 
Spain, Italy, Japan, Australia, 
Brazil, Indonesia, and Russia.

– India, Mexico, and South Africa 
are among the banking systems 
that will be slower to recover.

Our Estimate Of Recovery Prospects For Select Banking Jurisdictions

Note: The estimated time to recovery takes into account forward estimates of systemic and bank-specific credit factors guided by BICRA and entity-specific rating 
actions to-date. Time periods are in years based on full calendar year. All information is based on analysts' estimates. Banking sector recovery prospects for early-
exiter jurisdictions are sooner, for late-exiter jurisdictions are later, and mid-exiter jurisdictions in between. Estimated impact is driven by COVID-19, oil price shock, 
and other market stresses. e--Estimate. Source: S&P Global Ratings, Global Banking: Recovery Will Stretch To 2023 And Beyond, Sept. 23, 2020.



    

Four Near-Term Risks For Banks

9

– Economic disruption from COVID-19 gets worse or lasts longer.

– Short-term support to banks and borrowers leaves longer-term overhangs.

– Anticipated surge in leverage leads to higher corporate insolvencies.

– The property sector is more severely hurt than expected.

*The fiscal year for India is April of the reference year to March the following year. **This is calculated with purchasing power parity exchange rates. 
Sources: S&P Global Economics, Oxford Economics. Forecasts released on Sept. 29, 2020.

S&P Global Ratings' GDP Growth Forecasts
Current forecast (%)

2019 2020 2021 2022 2023

U.S. 2.2 (4.0) 3.9 2.4 2.6

Eurozone 1.3 (7.4) 6.1 3.0 2.0

China 6.1 2.1 6.9 4.8 5.2

Japan 0.7 (5.4) 3.2 1.0 0.9

India* 4.2 (9.0) 10.0 6.0 6.2

Brazil 1.1 (5.8) 3.5 3.0 2.9

World** 2.8 (4.1) 5.3 3.8 4.0



    

Key Areas Driving Long Term Creditworthiness

10

Source: S&P Global Ratings.



    

– Ultralow interest rates are squeezing banks' net interest margins, increasingly making weak 
profitability a structural problem for many banking sectors, particularly in Europe and Japan.

– Banks need to take strategic measures as the pain will worsen. Those able to make structural 
changes, including cost cutting and digitalization, will suffer less.

– Mediocre profitability increases the likelihood of a round of consolidation, especially in Europe.

– Extremely accommodative monetary policies mitigate near term asset quality risks but could 
trigger imbalances over time.

Policy Interest Rates And S&P Global Ratings' Forecasts (%)

Interest Rates | Low For A Lot Longer 

11

f--S&P Global Ratings forecast. Data at end of period, Q4 values. Source: Oxford Economics. 

U.S. (Fed) U.K. (BoE)
Switzerland 

(SNB)

Policy Rates Fed Funds Deposit Rate Refi Rate

2019 1.5-1.75 -0,43 0,00 0,75 -0,75
2020f 0-0.25 -0,50 0,00 0,23 -0,75
2021f 0-0.25 -0,50 0,00 0,10 -0,75
2022f 0-0.25 -0,50 0,00 0,10 -0,75
2023f 0-0.25 -0,50 0,00 0,10 -0,75
Sources: Oxford Economics; f--S&P Global Ratings forecast; End of Period - Q4 values.

Eurozone (ECB)



    

COVID-19 Accelerates Digital Transformation

12

– The COVID-19 pandemic accelerates the digital transformation.

– Many Asian and Northern European banking markets lead by offering products fully 
digitally. The move to cashless economies is accelerating broadly.

– Preparedness and agility to swiftly shift business models to the new digital normal 
become crucial to deliver on faster-changing client preferences.

– We expect banks to go from testing a move to the cloud to standard use and leverage 
digital tools to streamline costs and prepare for peaks in usage.

– Regulators will further promote digital transformation by requiring detailed digital 
agendas, adjusting accounting rules, and provide more guidance on IT outsourcing 
and data management.

– Digital currencies might eventually impact banking business with governments 
exploring options to implement and test required infrastructure in various countries.



    

Tech Disruption: A Risk For All, But Unequally So

13

Source: S&P Global Ratings. For a full list of our thought-leadership on tech disruption, see « The Future Of Banking: Research By S&P Global Ratings », 
published Sept. 14, 2020.

We assess the risk of disruption in retail banking as part of our bank ratings. Opportunities and threats
from tech disruption relate to four factors: technology, regulation, industry, preferences.

https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=41539704&From=SNP_CRS


    

Regulation | Pragmatism Reigns But Global 
Consensus Could Dissipate Further

Regulators globally eased rules and guidance to soften procyclical effects and spur bank lending

– Most regulators moved quickly to ease capital and liquidity requirements and some could go further.

– Pragmatic interpretation or implementation of accounting and regulatory capital rules softened the 
impact of IFRS and U.S. GAAP, but this temporary benefit unwinds once loans become nonperforming.

– Regulatory insistence on dividend cuts or halts has preserved capital but undermines stock valuations. 

Regulatory reform agenda is on hold, with deadlines pushed back

– Planned 2020-2022 implementation of aspects of Basel III rules has been delayed to later years.

– G20 policymakers will be even more cautious about eliminating extraordinary government support, if 
not yet done (such as in Europe).

Risk of widening cracks in the global regulatory consensus

– Regulators will eventually choose how to unwind recent easing measures. It will likely be gradual and 
well-flagged, from 2022 onward. The pace could differ markedly by country and region.

– Increased risk of divergence in Basel implementation between the EU and the U.S. (e.g., treatment of 
sustainable finance, requirements for smaller banks, impact of “output floors” in Europe).

14



    

Emerging Markets Are Under Severe Pressure

Ultra-accommodative monetary conditions in advanced economies are helping, but risks remain high.

– Economic recovery is underway but losing steam. High-frequency data suggest the momentum has 
recently slowed in several emerging markets.

– The resurgence of COVID-19 cases in the northern hemisphere could potentially disrupt the recovery. 

– Some large countries' economies are severely hurt, including India, Mexico, and South Africa.

– China's recovery is supportive for emerging markets. Activity is back above pre-pandemic levels as 
supply chains were quick to resume operations and manufacturing output expands. Softness of 
consumer casts doubts about the strength of the recovery.

– Financing conditions remain supportive. However, investors are differentiating and favoring the 
highest-rated entities in sectors less affected by the pandemic.

We expect bank asset quality to deteriorate across the board, with problem loans typically increasing 
by more than 50% and potentially doubling in some countries.

– Credit losses will widen, but regulatory forbearance delays bad debt recognition into 2021.

– Profitability is declining, but most banks should remain profitable due to hefty interest margins and 
good efficiency.

– Political instability and social protests could mount in a number of countries.

15



    

Credit Conditions | North America

16

– We expect the U.S. economy to 
contract by 4.0% in 2020 with 
downside risk to our forecasted 
3.9% recovery in 2021.

– The unemployment rate won't 
reach precrisis levels until 2024.

– The government's extraordinary 
monetary and fiscal stimulus 
help stabilize credit markets and 
temper market volatility.

– We expect the benchmark federal 
funds rate to remain at 0% until 
2023.

Sources: Oxford Economics, BEA, and S&P Global Economics.

Baseline And Downside Paths Of U.S. Real GDP Evolution
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North American Banks
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Key Expectations
– U.S. bank earnings will improve in 2021 but remain relatively muted. Provisions for credit losses will fall but remain 

material.

– The U.S. election results may affect stimulus levels and, over time, corporate tax policy and appointments to 
regulatory bodies, but will not have an outsized direct impact on banking regulation or performance in 2021.

– Zero policy rates will continue to weigh on net interest margins, likely bottoming at their lowest levels in decades. 
Capital and liquidity will remain in good shape. Regulatory capital ratios, which have risen in 2020 in part due to 
restrictions on shareholder payouts, may decline if those restrictions are eased.

Key Assumptions
– U.S. real GDP will rebound at a modest 3.9% in 2021 after an estimated 4.0% contraction this year. Canada will grow 

a faster 4.9% after a deeper 5.6% decline.

– GDP won’t reach its pre-pandemic level until late 2021 and early 2022 in the U.S. and Canada, respectively.

– The unemployment rate will not drop to pre-pandemic levels until 2024 in either country.

Key Risks
– The economic rebound sputters amid an increase in COVID-19 cases and/or a lack of sufficient government stimulus.

– The decline in loans on forbearance that occurred in third quarter 2020 reverses, leading to a rise in nonperforming 
assets and charge-offs.

– Even with the economic rebound, certain asset classes, such as commercial real estate, still suffer stress because of 
a medium- and long-term changes in the economy.



    

Neutral ImprovingWorsening
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2021 U.S. Forecast | Hinging On Pandemic Control

Revenues
Ultralow interest rates will continue to hurt spread income with margins near multi-decade lows. Loan 
growth has recently been tepid—with consumers deleveraging and commercial borrowers turning to 
the capital markets—and may only partially offset the pressure of low rates. A drop from 2020’s 
elevated revenues from capital markets and mortgage activity could lead to an overall drop in fees.

Expenses
Expenses will remain in sharp focus. Banks will manage costs by redeploying personnel, consolidating 
branches, containing head count, and growing digitization, but rising servicing expenses will 
somewhat offset this. We expect positive operating leverage will remain a challenge for many banks.

Profitability
While banks are likely to report mediocre profitability, they should see somewhat better earnings than 
in 2020. We expect provisions to decline but remain elevated. Allowances, which surged in 2020, 
should begin to abate. However, revenue pressure will limit returns on equity to the single digits.

Credit Quality
Although banks have seen drops in loans on forbearance, certain loan classes remain under asset 
quality pressure, and we still expect pandemic-related charge-offs of 3%. The strength of the 
economy and the effectiveness of government stimulus will greatly influence that ratio.

Capital
Banks have maintained or improved upon the good regulatory capital ratios they entered the pandemic 
due in part to restrictions on payouts and a delay of the impact of CECL (Current Expected Credit 
Losses) regulation. However, ratios should decline somewhat when those restrictions are lifted.

Funding and 
liquidity

Extraordinary expansion of the Fed’s balance sheet after the onset of the pandemic has once again 
lowered deposit costs, which will likely persist. Liquidity for most banks  is likely to remain robust, 
aided by significant deposit inflows on the heels of the Fed's massive quantitative easing measures.



    

Provisions to Loans: Current vs. the Financial 
Crisis and Fed's Severely Adverse Scenario

How Allowances and Provisions Compare to 
DFAST Loan Losses and Provisions

A Lens On Possible Loss Rates

19

Note: DFAST: Dodd-Frank Act Stress Test. CTG: Citigroup Inc., DFS: Discover Financial Services, JPM: JPMorgan Chase & Co, PNC: PNC Financial Services Group 
Inc., HBAN: Huntington Bancshares Incorporated, USB: U.S. Bancorp, RF: Regions Financial Corporation, ALLY: Ally Financial Inc., BAC: Bank of America 
Corporation, WFC: Wells Fargo & Company, AXP: American Express Co., COF: Capital One Financial Corporation, TFC: Trust Financial Corp., GFG: Citizens Financial 
Group, Inc., GS: Goldman Sachs Group Inc., MTB: M&T Bank Corp., FITB: Fifth Third Bancorp, KEY: KeyCorp, BK: Bank of New York Mellon Corporation, MS: Morgan 
Stanley, NTRS: Northern Trust Corporation, STT: State Street. Source: S&P Global Ratings.

– Our base projection is for a 3% aggregate loss rate in 2020 and 2021.

– We expect provisions to remain elevated but decline in 2021.
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Deferred Loans Fell In Q3 But Uncertainty Remains

20

– The economic rebound and government stimulus helped several large banks report sharp 
declines in loans on deferral or forbearance in the third quarter of 2020.

– However, if the rebound stalls, rates will likely rise again in 2021.

Note: TFC: Trust Financial Corp., WFC: Wells Fargo & Co., PNC: PNC Financial Services Group Inc., CTG: Citigroup Inc, BAC: Bank of America Corp., JPM: JPMorgan 
Chase & Co., USB: U.S. Bancorp, COF: Capital One Financial Corp. BAC data is from July 23 and Oct. 21 rather than Q2 and Q3. Source: S&P Global Ratings, 
Company Filings.

Evolution Of Consumer Loans On Deferral Or forbearance For Selected Large U.S. Banks
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2021 Canada Forecast  | Strong Balance Sheets  
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Funding & 
liquidity

Revenues

Expenses

Profitability

Credit quality

Capital

We expect revenues for Canadian banks to improve as stronger loan growth offsets decreases in net 
interest income arising from ultralow interest rates. We think capital market revenues might decline.

Expenses will increase marginally, reflecting higher service costs and investments in personnel and 
technology. Still, we believe revenues will likely outrun expenses at most banks.

Muted profitability reflecting elevated provisions and compressed interest margins. Net income will 
improve because of lower credit loss provisions, but possibly remain lower than in 2019.

Provisions will decline as credit losses materialize while impairments rise and peak. However, the 
degree of asset quality deterioration will depend on the effectiveness of government stimulus and the 
rebound in economic activity.

Our risk-adjusted capital (RAC) ratios will remain within our adequate range of 7%-10% for rated 
Canadian banks. We believe capital and liquidity for domestic systemically important banks (DSIBs) will 
be strong enough to endure downside scenarios characterized by credit losses of up to 1.8% (5x the 
2019 average loss rate).

Funding will remain broadly stable and market access for DSIB issuance will continue. The various 
funding programs put in place by the central bank will continue to provide support.

Neutral ImprovingWorsening



    

Most European Economies Should Have 
Recovered The Lost Ground By 2022

Ample Liquidity Should Keep Funding Costs Low

Credit Conditions | EMEA

22

Source: S&P Global Ratings. Note: rhs -- right scale.

– We expect eurozone GDP to rebound 6.1% in 2021 after contracting 7.1% this year. Economies 
will recover at different speeds, with Germany leading the pack.

– Extraordinary government measures will be gradually phased out but new fiscal stimulus will 
take the lead, supported by the EU Recovery Fund.

– Monetary policy will remain highly accomodative and support cheap funding.

– Risks include a second wave of contagion, delays in the implementation of the EU Recovery Fund, 
and lack of a trade deal between the U.K. and the EU.
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Key Expectations
– Asset quality problems will become more evident in 2021 as debt moratoria expire. Problem loans will 

grow after barely changing in 2020. Credit losses will decline only marginally compared to 2020.

– Bottom-line results to improve mildly, but limited earnings and high-cost bases will constrain results.

– Moderate capital depletion.

– Bank consolidation will pick up in some countries.

Key Assumptions
– The economic rebound will continue through 2021. The second wave of infections will not lead to the 

type of full lockdowns that were imposed in the spring.

– Authorities will only reduce support measures when the economic recovery is well on track. 

– A basic trade deal between the U.K. and EU will be reached.

Key Risks
– A harsher macroeconomic environment leading to a slower or longer recovery phase.

– Lack of agreement between the U.K. and EU.

– Banks' lack of decisive responses to their profitability challenges, making low profitability a longer-
term problem.

EMEA Banks



    

Migration To Stage 3 Remained Limited In Most Cases

Asset Quality Deterioration Only Visible in 2021

24

Huge Variability In The Proportion Of Loans Classified As Stage 2
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Note: The data is ordered by bank size, largest to smallest. Source: S&P Global Ratings.



    

2021 Returns Will Improve Only Marginally Banks Remain Challenged To Tackle Costs While 
They Progress In Digital Transformation

Profitability: No Quick Fix At Sight
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Source: S&P Global. ROE –Return On Equity.
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Weak Profitability Prospects Are Weighting On Share Prices

EMEA Banks Unloved By Equity Investors

Source: S&P Capital IQ. Numbers in brackets represent the number of banks considered for each country. Data covers Euro Top 50 Banks (when 
available), plus selected U.S., Canadian and Australian majors for comparison purposes. Data as of Jan. 31, 2018, May 9, 2019 and Sept. 22, 2020. 
Bars reflect data as of Sept. 22, 2020.

Europe Median 
May 2019
0.67

Europe Median 
Jan. 2018
1.04

Europe 
Median 
Sept. 2020
0.48



    

Growing Momentum Behind European Bank Consolidation, Particularly Domestic Mergers

27

M&A--Mergers and acquisitions. MREL--Minimum Requirement for own funds and Eligible Liabilities. Source: S&P Global Ratings.

– Excess capacity and structurally low profitability in some 
markets. There is plenty of scope for M&A in most 
countries without raising competition issues.

– Prolonged revenue pressure and limited organic growth 
opportunities due to ultra-low interest rates and the deep 
economic downturn triggered by COVID-19.

– Increased support from policymakers for consolidation. 
Regulators appear more concerned by the sustainability of 
banks' business models than too-big-to-fail concerns.

– Required technology and digitalization spending inflates 
costs and are particularly expensive for smaller banks.

– Earnings pressures from MREL issuance and regulatory 
compliance costs.

– Once transactions begin in a particular market, the fear of 
missing out from the consolidation process may 
encourage more banks to participate.

– Banking union is not yet sufficiently advanced to 
justify major cross-border mergers.

– Management and shareholders are focused on 
short-term priorities such as mitigating the 
impact of COVID-19 and improving cost efficiency.

– Shareholder support for M&A depends on sizable 
cost and revenue synergies to justify acquisition 
premia and inherent execution risks.

– Due diligence may not fully identify conduct and 
litigation risks.

– Job losses resulting from M&A can be politically 
difficult.

EU 
Bank
M&A

Banks Will Consolidate Further 



    

1. COVID-19 And Oil Trigger Economic Recession 2. Asset Quality Takes A Hit

Pressure On Emerging Market Banks In EMEA

28

Source: S&P Global Ratings. bps--basis points. f--S&P Global Ratings forecast. NPLs--Nonperforming loans. ROAA—Return on average assets. 
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– As relief measures taper, the true economic costs of COVID-19 will emerge.

– We expect real GDP in Asia-Pacific to shrink by 2% in 2020 and rebound to 6.9% next year.

– China's recovery continues but is not yet self-sustaining. India's path to a new normal will be blighted 
by permanent economic damage. Japan's post-Abenomics future will hinge on household confidence.

– China's potentially harder turn toward self-reliance, in response to geopolitical tensions, would move 
the economy closer to our downside medium-term growth scenario.

COVID-19 Has Hit Several Asia-Pacific Economies Hard: Our Forecast For Real GDP

Credit Conditions | Asia-Pacific

29

Note: For India, the fiscal year runs April to March (e.g. 2019 is the year ended March 31, 2020). For Australia and New Zealand, the fiscal year runs July to June. 
f--forecast. Source: S&P Global Ratings.
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Asia-Pacific Banks

Key Expectations
– COVID-19 is hitting lenders hard with bank credit losses to rise by about US$500 billion to year-end 2021. We took 

negative rating actions on banks since the onset of COVID-19, including in Australia, New Zealand, Japan, India, 
Indonesia, Malaysia, Thailand and Philippines. Ratings in some banking systems are holding up quite well despite 
stresses associated with COVID-19 – including China.

– Support from authorities is aiding resilience. Fiscal, monetary, policy, and prudential support are providing 
buffers. Banks in many countries benefit from strong earnings capacity compared with European peers.

Key Assumptions
– Strong economic rebound in 2021 post the downturn.

– Many banks will be able to absorb a multifold increase in credit losses. Earnings should start to improve with the 
economic recovery by the end of 2021. 

– In our view, governments in most countries will provide extraordinary support to systemically important banks, if 
needed.

Key Risks
– A more severe or prolonged hit to the economies is the main downside risk, as the damage on households and 

corporates would intensify credit losses and drive earnings lower.

– Disorderly correction in asset prices. In many countries, banks have high exposure to the property sector, and 
prices and private sector debt remain high. This could trigger a disorderly correction in asset prices, which would 
heighten and prolong banks’ asset quality problems.

30



    

Credit Costs Will Cool Off In 2021 After The Multifold Rise

Asia-Pacific Banks | COVID-19 Pushes Up Credit 
Losses And Nonperforming Assets

31

Credit losses are net charge-offs of private-sector exposures or loan loss provisions allocated to cover potential losses on exposures to resident borrowers by 
resident banks. Both are expressed as a percent of the average of loans to domestic borrowers. a--Actual. f--Forecast. Source: S&P Global Ratings.

Nonperforming Assets To Increase Materially In Some Countries

* Nonperforming assets as a % of systemwide loans (year-end). Sum of problematic exposures (including loans and foreclosed assets) due by resident borrowers 
to a country's resident banks as a percent of loans granted to domestic private and public borrowers. a--Actual. f--Forecast. Source: S&P Global Ratings. 
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Asia Pacific Banks | Recovery Will Be Slow

32

– China, Singapore, Hong 
Kong and South Korea are 
likely to be among the 
systems to recover first--
by the end of 2022.

– Other banking systems 
may not recover until 
2023, including Australia,
Indonesia and Japan.

– India will be slower to 
recover--likely beyond 
2023.

Our Estimate Of Recovery Prospects For Select Banking Jurisdictions 
Because Of COVID-19, Oil Price Shock, And Other Market Stresses 

Note: The estimated time to recovery takes into account forward estimates of systemic and bank-specific credit factors guided by BICRA and entity-specific rating 
actions to-date. Time periods are in years based on full calendar year. All information is based on analysts' estimates. Banking sector recovery prospects for early-
exiter jurisdictions are sooner, for late-exiter jurisdictions are later, and mid-exiter jurisdictions in between. Estimated impact is driven by COVID-19, oil price shock, 
and other market stresses. e--Estimate. Source: S&P Global Ratings, Global Banking: Recovery Will Stretch To 2023 And Beyond, Sept. 23, 2020.



    

Credit Conditions | Latin America

33

Source: Oxford Economics, S&P Global Ratings.

– The recovery from the worst of the pandemic is underway across the major economies of the region. 
The permanent income losses will average 6% of GDP--among the highest in emerging markets.

– We see the regional GDP contracting 8.5% in 2020 and growing by 4.5% next year. Brazil performs 
better than we anticipated, while Argentina, Colombia, Mexico, Peru fare worse, and Chile in line.

– Most major economies will not return to pre-pandemic levels of GDP until 2022, and some beyond.

Latin American Economies Will Face Relatively High Permanent Losses 
Projected GDP Level Versus Pre-Pandemic Level, Q4 2019 = 100 
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Latin American Banks
Key Expectations
– Material asset quality deterioration, especially in sensitive economic sectors, SMEs, and self-employed workers.

– Low single-digit credit growth in 2020 for countries where stimulus packages for banks to lend have been limited, 
such as Mexico, and double-digit growth for those where stimulus has been stronger (for example, Peru and 
Brazil). Loan growth will be slower in 2021.

– Credit demand from the corporate sector is increasing due to the liquidity need from corporates affected by 
social-distancing policies, while consumer and mortgage lending will remain limited.

Key Assumptions
– Credit losses to significantly hit banks. However, high interest margins and consistently robust provisioning 

coverage will help lessen the impact.

– Debt moratorium programs will allow banks to defer recognition of some bad loans into 2021, although they 
already started to set aside provisions in 2020.

– Improvement in economic activity in 2021 thanks to stimulus packages and recovery in China, with Mexico and 
Argentina benefiting less due to lower stimulus.

Key Risks
– Economic recovery takes longer than anticipated.

– Social unrest could weaken the economic recovery. As the number of individuals with COVID-19 escalates and 
weighs on the fragile health system, social unrest could emerge.

34



    

1. Lending Growth To Slow 2. Nonperforming Loans To Escalate In 2021

Latin American Banks

35

Source: S&P Global Ratings. F--Forecast. 2. Nonperforming loans as a percentage of total loans. 4. ROE-- Return on equity.

4. Adequate Profitability Despite Challenges3. Credit Losses Are Rising
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1. Low Credit To GDP Apart From Chile 2. Comfortable Provisioning Coverage

Latin American Banks

36

F--S&P Global Ratings forecast. Source: S&P Global Ratings. 2. Provisioning coverage as measures by the ratio of loan loss reserves to nonperforming assets.

3. Foreign Currency Loans Are Mainly Directed 
To Exporters Except In Peru 4. Ample Liquidity
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Report Summary | Top 100 2021

Check out the TOP 100 Trends coming your way in tech, lifestyle, dining, and more. Backed by data, 
gathered by Trend Hunter. This will be your back pocket go-to for conquering chaos and innovating ahead.

Top Insights

Upcycled Root Brands are tapping the potential of cannabis or hemp root in skincare products
Trend - Brands interested in entering and advancing in the cannabis market are looking for untapped ingredient potential. Cannabis root and hemp root, which have been used in Traditional Chinese Medicine, are gaining 
popularity for their health benefits, as well as their sustainability—for they are often upcycled.  Insight - Given the popularity of the health and wellness movement in North America, contemporary consumers are looking 
for solutions that will support their body and alleviate any strain and stress. Whether it is a physical or mental problem, individuals are emphasizing holistic solutions in this space. Driven by general curiosity, they are 
looking for innovative and interesting ingredients that have a historic or cultural background. 

In-Game Concert In-game concerts have become popular as people seek at-home entertainment options
Trend - Gaming experiences are now including concerts by real-world celebrity musicians, who are currently restricted in their ability to perform for people live. These in-game experiences include animated versions of the 
artists and live viewings.  Insight - Consumers are finding more creative ways to entertain themselves without leaving the house, as people around the world are restricted in the recreational options they have outside the 
home. They're turning to brands that understand their unique circumstances, and are able to support or entertain them as they move forward with their changed lifestyles. 

Fast-Food Reusables QSR establishments are increasingly offering their food in reusable containers
Trend - Looking for ways to be more environmentally responsible, fast-food restaurants are launching or taking part in sustainable initiatives that enable them to deliver menu items in reusable containers to consumers.  
Insight - Conscious consumers are increasingly wary of the existing and looming consequences of climate change. As a result, many are striving to make bigger efforts in reducing their carbon footprint and being less 
wasteful in their day-to-day. As part of this, individuals are motivated to demand better from the companies whose business they support, and when they advocate for more sustainable choices in marketing, packaging, 
and production, they feel better and with purpose.

Appointment Retail Appointment-only retail shopping ensures safe in-person shopping experiences
Trend - Though businesses around the world have reopened for in-person shopping, revamped health protocols are common and often required of them. One of the ways in which stores are maintaining distance and 
managing employee and customer health is by only letting those who have made appointments prior enter stores.  Insight - Consumers who understand the ongoing risks to their health, and the health of their loved ones, 
are still anxious about taking part in the activities that were once second nature to them. Businesses and institutions that acknowledge and address this collective anxiety with safety precautions are, to most people, doing 
what's expected of them for the sake of public health. 



Getting the most out of the 2021 Trend Report





Upcycled Rooto
Brands are tapping the potential of cannabis or hemp root in skincare products

Science-Centric Cannabis Beauty Brands
Fifth & Roots Boasts Fresh and "Vibe-Worthy" 

Skincare

Cannabis Root-Infused Lifestyle Products
CanadaBis Capital Inc. Introduces the Stigma Roots' 

Debut

Hemp Root Oils
Yield Growth's Wright & Well is Enjoying Increasing 

Popularity on the Market

Upcycled Cannabis Root Skincare
empyri is an Clean and Innovative Cannabis 

Skincare Company

Trend - Brands interested in entering and advancing in the cannabis market are looking for untapped ingredient potential. Cannabis root and hemp root, which have been used in 
Traditional Chinese Medicine, are gaining popularity for their health benefits, as well as their sustainability—for they are often upcycled.

Insight - Given the popularity of the health and wellness movement in North America, contemporary consumers are looking for solutions that will support their body and alleviate any 
strain and stress. Whether it is a physical or mental problem, individuals are emphasizing holistic solutions in this space. Driven by general curiosity, they are looking for innovative and 
interesting ingredients that have a historic or cultural background. 
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Upcycled Rooto
Brands are tapping the potential of cannabis or hemp root in skincare products

What upcycled ingredient can your brand 

utilize in its product range?

Overlooked Opportunity 1: Workshop Question Copyright ©
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In-Game Concerto
In-game concerts have become popular as people seek at-home entertainment options

In-Game Rap Concerts
Anderson .Paak is Set to Take Fortnite's Party 

Royale Spotlight Soundstage

In-Game Music Performances
Fortnite Astronomical Gathered Players Virtually 

to See Travis Scott

In-Game Raggaeton Halloween Parties
J Balvin is Set to Perform on Fortnite's Main Stage

In-Game Concert Broadcasts
Dominic Fike Will Preform His Debut LP at Fortnite's In-

Game Stage

Trend - Gaming experiences are now including concerts by real-world celebrity musicians, who are currently restricted in their ability to perform for people live. These in-game 
experiences include animated versions of the artists and live viewings.

Insight - Consumers are finding more creative ways to entertain themselves without leaving the house, as people around the world are restricted in the recreational options they have 
outside the home. They're turning to brands that understand their unique circumstances, and are able to support or entertain them as they move forward with their changed lifestyles. 
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In-Game Concerto
In-game concerts have become popular as people seek at-home entertainment options

How is your brand adapting to consumers' 

constantly changing lifestyles?

Overlooked Opportunity 2: Workshop Question Copyright ©
All Rights Reserved



Fast-Food Reusableso
QSR establishments are increasingly offering their food in reusable containers

Reusable Fast Food Packaging
PriestmanGoode Utilizes Cocoa Bean Shells in New Innovative Project

Returnable Fast Food Cups
McDonald's is Testing Fast Food Coffee Cups That Can Be 

Dropped Off

Reusable QSR Packaging
Burger King's Reusable Packaging is Being Tested at Select 

Locations

Festive Eco Takeaway Cups
One of the Starbucks Holiday Cups is a Limited-Edition 

Reusable Red Cup

Trend - Looking for ways to be more environmentally responsible, fast-food restaurants are launching or taking part in sustainable initiatives that enable them to deliver menu items in 
reusable containers to consumers.

Insight - Conscious consumers are increasingly wary of the existing and looming consequences of climate change. As a result, many are striving to make bigger efforts in reducing their 
carbon footprint and being less wasteful in their day-to-day. As part of this, individuals are motivated to demand better from the companies whose business they support, and when they 
advocate for more sustainable choices in marketing, packaging, and production, they feel better and with purpose.
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Fast-Food Reusableso
QSR establishments are increasingly offering their food in reusable containers

How can your brand ensure a more 

sustainable packaging initiative?

Overlooked Opportunity 3: Workshop Question Copyright ©
All Rights Reserved



Appointment Retailo
Appointment-only retail shopping ensures safe in-person shopping experiences

Distancing Grocery Pop-Ups
Pop Up Grocer Introduced Private Appointments for Solo Shopping

Express Tech Retail Stores
Apple's Express Retail Update Plans to Navigate Physical 

Stores

Electronic Store Reopening Plans
Best Buy Takes the Correct Safety Measures When Opening 

Its Doors

Sports Store Appointment Systems
Ellis Brigham Offers a Scheduling System to Navigate Traffic

Trend - Though businesses around the world have reopened for in-person shopping, revamped health protocols are common and often required of them. One of the ways in which stores 
are maintaining distance and managing employee and customer health is by only letting those who have made appointments prior enter stores.

Insight - Consumers who understand the ongoing risks to their health, and the health of their loved ones, are still anxious about taking part in the activities that were once second nature 
to them. Businesses and institutions that acknowledge and address this collective anxiety with safety precautions are, to most people, doing what's expected of them for the sake of 
public health. 
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Appointment Retailo
Appointment-only retail shopping ensures safe in-person shopping experiences

How could your brand better address 

consumer anxiety?

Overlooked Opportunity 4: Workshop Question Copyright ©
All Rights Reserved



Gen Z Creativeo
Gen Z consumers aim to develop skills outside of the traditional school system

Uplifting Gen Z Zines
Magazine for Young Girls Launched its First Issue

Youth-Focused Creative Agencies
The ADOLESCENT Agency Helps Brands Connect 

with Gen Z Consumers

Complimentary Finance Courses
P2P Payment Service Zelle is Teaching Gen Z About Financial 

Health

Photography Mentorship Programs
The Break Free Program by Olympus Appeals to Gen Z & 

Millennials

Enlightening Fashion-Branded Podcasts
PacSun Recently Launched the PACTALKS Podcast Series

Trend - Today's Gen Z consumers are increasingly turning to platforms, services and spaces that expand their worldviews and skills, but without the constraints of traditional schooling. 
Everything from photography programs to financial literacy courses allow them to better hone skills that they aren't often exposed to in the education system.

Insight - Gen Z's willingness to stray from traditional educational norms comes from two main sources. The first of these is that their exposure to political and social issues has made them 
critical thinkers from a young age, and so they're more likely to explore learning options that don't box them in, and are inclusive. The second source is their social media habits, where 
things like technical skills and creativity are celebrated between peers--giving Gen Z more motivation to hone skills and hobbies for the sake of enjoyment and sharing, rather than 
promotion and employment.
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Gen Z Creativeo
Gen Z consumers aim to develop skills outside of the traditional school system

How could your brand appeal to Gen Z's 

sense of creativity and personal expression?

Overlooked Opportunity 5: Workshop Question Copyright ©
All Rights Reserved



Modern Beekeepingo
Innovations in the beekeeping space help preserve and sustain colonies

Beehive-Monitoring Sensors
ApisProtect Uses Machine Learning to Help 

Beehives Thrive

Beehive Colony Support Systems
The 'BEEP base' Helps Maximize Hive Health

Lab-Made Honey Products
MeliBio Makes Bee-Free Honey Without Relying on 

Commercial Beekeeping

AI Bee-Saving Algorithms
Alain Bugnon and Signal Processing Laboraty 5 are Saving 

the Bees with AI

Trend - As beekeeping remains a crucial aspect of sustaining a healthy ecosystem, brands are offering innovative ways in which to keep colonies healthy and keep an eye on potential 
threats. Everything from colony monitoring systems to lab-made honey without bees at all are being used to protect the species.

Insight - For knowledgable consumers, an understanding that the environment is under threat comes with the expectation that brands prioritize eco-friendly production, consumption 
and conservation. Eco-friendly consumers are no longer satisfied with making all the responsible choices themselves, and expect that brands step up in their contributions to the 
environment. 
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Modern Beekeepingo
Innovations in the beekeeping space help preserve and sustain colonies

How is your brand prioritizing 

environmental protection and 

conservation?

Overlooked Opportunity 6: Workshop Question Copyright ©
All Rights Reserved



Virtual Marketplaceo
Marketplaces are now taking place virtually to keep people safe

Digital Sweets-Focused Festivals
Dessert Goals Restructures Its Event Due to the 

COVID-19 Outbreak

Virtual Christmas Markets
The World’s Biggest Virtual Christmas Market Will 

Run in November

Virtual Farmers' Market Apps
Chipotle's Online Marketplace Supports Supplies & 

Farmers

Virtual Art Marketplaces
Hallmark's Hallmarket Shares Artwork by Hallmark 

Employees and Retirees

Trend - Now that at-home shopping is people's only completely safe option, ecommerce is booming. Marketplaces are now included in this shift, with everything from farmers' to 
christmas markets now taking place virtually.

Insight - As safety precautions become the norm in retail and public spaces, consumers still want to experience the normalcy that they've lost in recent months. Though their previous 
shopping and recreational habits look different now, having adapted alternatives is easier on consumers than having no alternatives at all. 

8.1
Score

Popularity

Activity

Freshness
Copyright ©

All Rights Reserved

Catalyzation 4 Featured, 36 Examples

27,205 Total Clicks

URL: Hunt.to/438836



Virtual Marketplaceo
Marketplaces are now taking place virtually to keep people safe

How will your brand continue to adapt as 

the pandemic goes on?

Overlooked Opportunity 7: Workshop Question Copyright ©
All Rights Reserved



Shopping Lockero
Contactless lockers enhance the safety of shopping experiences

Smart Shopping Lockers
Luxer One's Smart Retail Lockers Support No-

Contact Experiences

Contactless Pickup Lockers
The Lowe's Pickup Lockers Are a Direct Response 

to COVID-19

Safety-Focused Customer Traffic Apps
A New Lowe’s Employee App Monitors In-Store Traffic

Touchless Fast Food Restaurants
The New Burger King Restaurant Design Supports the New 

Normal

Trend - Lockers in the retail industry are being rolled out as businesses look for ways to keep both customers and employees safe amidst the ongoing pandemic. Everything from food 
pickup to in-store returns are now being exchanged via lockers to reduce instances of person-to-person contact.

Insight - Consumers around the world are being more careful with how they spend their time and money, and limiting their contact with others outside the home. However, certain 
responsibilities and needs require some contact with the outside world. Brands that show they prioritize safe customer interactions are more likely to get business from cautious 
consumers. 
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Shopping Lockero
Contactless lockers enhance the safety of shopping experiences

How is your brand prioritizing safety as it 

conducts its day-to-day business?

Overlooked Opportunity 8: Workshop Question Copyright ©
All Rights Reserved



Luxe Loungingo
High-quality loungewear sets cater to the acceleration of comfort wear

Popcorn Knit Loungewear
MESHKI Offers Elevated Loungewear Sets for Fall 

and Winter

70s-Inspired Terrycloth Fashion
'Terry' Added a Millennial Pink Color Range to Its 

Loungewear Line

Premium Loungewear Essentials
Champion's Premium Loungewear Follows Its Gamer 

Collection

Sophisticated Comfort-Focused Apparel
Lounge Underwear Recently Unveiled a New "Cozy" 

Collection

Dual-Collection Loungewear Drops
Fear of God ESSENTIALS Dropped Loungewear Staples for 

the Season

Trend - Comfort clothing has become enormously popular as people remain restricted in the outdoor activities they can take part in, and brands are responding with luxurious 
loungewear sets that allow for both comfort and style.

Insight - There are a number of reasons consumers are currently prioritizing comfort in their day-to-day lives. The primary reason is that with more professional and recreational activities 
now taking place in the home, consumers are less inclined to impress others in fashionable clothing. Another important one is that with the ongoing stress that consumers have dealt 
with considering the disruptions to their lives, uncertainty about the future and economic hardship--comfort clothing gives consumers one less thing to worry about as they try to manage 
their new lives. 
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Luxe Loungingo
High-quality loungewear sets cater to the acceleration of comfort wear

How is your brand easing customers' lives 

as they balance changes and disruptions?

Overlooked Opportunity 9: Workshop Question Copyright ©
All Rights Reserved



Live-Coachingo
Home gym systems include live classes and coaching options

Connected Stationary Bikes
Amazon's Prime Bike is an Alternative to Other 

Connected Bikes

Virtual Workout Exercise Bikes
The Echelon Connect EX1 Connects Users to Live or 

On-Demand Classes

24-Hour Live Fitness Portals
Find Fit People TV Offers Live-Streamed Fitness 

Classes and More

Coaching At-Home Gyms
Tempo's At-Home Fitness System Shares Guidance 

from Elite Trainers

Trend - Made famous by Peloton and becoming increasingly popular because people have been indoors more often this year, live fitness classes and coaching in gym systems are 
becoming increasingly dynamic in the at-home options they offer. These include everything from stationary bikes with live classes to freestanding gym units with coaching options.

Insight - Consumers around the world have grown accustomed to spending more time inside their homes this year, and the ongoing pandemic has forced them to be more adaptable 
when it comes to important aspects of their lifestyles like fitness. As a result, health-conscious consumers are increasingly investing in high-quality home exercise systems that are able to
replicate in results what they once achieved at the gym. 
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Live-Coachingo
Home gym systems include live classes and coaching options

How is your brand prioritizing high quality, 

at-home versions of its product/service?

Overlooked Opportunity 10: Workshop Question Copyright ©
All Rights Reserved



Restaurant-Brandedo
Restaurants are increasingly releasing private-label products

Restaurant-Inspired Seasonings
The Momofuku Seasoned Salts Come in Three 

Flavor Options

Restaurant-Branded Spirits Collections
The Hooters Spirits Line is Launching in the United 

States

Restaurant-Branded Grocery Pick-Ups
Local Public Eatery is Now Offering to Sell Grocery 

Staples

Restaurant-Branded Home Goods
The #ChilisMyHouse Starter Pack is Filled with 

Some Great Swag

Trend - Private label products from restaurants are on the rise as popular establishments look for ways to maintain revenue in light of in-person dining restrictions. These businesses are 
releasing a range of items--everything from branded seasonings to assorted grocery pick-ups.

Insight - Consumers around the world are limited in their dining options--with many places still restricting the number of people allowed in establishments, as well as having physical 
distancing rules in-effect. For those who are still taking the ongoing pandemic seriously, in-person dining is simply not an option even with safety precautions in place. These consumers 
expect that brands find creative ways to come to them in their own homes, in order to keep their business. 
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Restaurant-Brandedo
Restaurants are increasingly releasing private-label products

How is your brand adapting to changed 

consumer behaviours?

Overlooked Opportunity 11: Workshop Question Copyright ©
All Rights Reserved



Everyday Ergonomico
Ergonomic furniture options are no longer just limited to workplace furniture

Biophilic Furniture Collections
The 'Sage' Furniture Collection is by David Rockwell 

for Benchmark

Chunky Multifunctional Seating Solutions
The 'Roly Poly' Armchair Offers a Snug, Ergonomic 

Support

Comfortable Seating Collections
The Envisioned Comfort Collection is Design-

Forward & High-End

Ergonomic Cross-Legged Seats
The Lunule Chair Allows for Multiple Seated 

Positions

Trend - Furniture that's designed to optimize users' health is on the rise as people work from home, sometimes without designated offices or office spaces. This rise of ergonomic 
furniture is not specific to workplace seating and setups, and includes everything from couches to comfortable individual seating options.

Insight - With COVID-19 making it so that more people are working and receiving educations from their homes, consumers are looking for ways to optimize their homes to best suit their 
new lifestyles. They're seeking out adaptable pieces that allow them simple transitions from professional to recreational, in order to best prioritize a work-life balance under unusual work 
circumstances. 
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Everyday Ergonomico
Ergonomic furniture options are no longer just limited to workplace furniture

How could your brand help optimize its 

customers new lifestyles?

Overlooked Opportunity 12: Workshop Question Copyright ©
All Rights Reserved



Model-Free Runwayo
The debuting of fashion collections is adapted by limiting the use of models

Streetwear-Wearing Virtual Characters
The Sims Invites Fashion Expression with Streetwear Options

Sci-Fi Virtual Runways
GCDS Unveils its 'Out of this World' Virtual Runway Arcade

Boxed Runway Shows
JW Anderson's 'Show in a Box' Debuts the SS21 Collection

Puppet Show Runways
Jeremy Scott Opted to Put on a Puppet Show Runway for 

Moschino

Trend - Having to limit the use of models on runways has made fashion brands more creative in how they're presenting their new collections. Everything from puppets to animated 
models to cut-out images of models are now being used to present clothing items by high-end designers.

Insight - Consumer behaviours have completely transformed around the world in every income bracket, and brands are having to adapt to their new habits in order to remain relevant in 
a post-COVID world. People are now drawn to brands that prioritize both safety and creativity in the way they sell their products. 
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Model-Free Runwayo
The debuting of fashion collections is adapted by limiting the use of models

How will your brand continue to adapt to 

changed consumer habits amidst the 

ongoing pandemic?

Overlooked Opportunity 13: Workshop Question Copyright ©
All Rights Reserved



Grocery Pop-Upo
Pop-up grocery stores are offering people convenience and specialty items

Millennial-Friendly Pop-Up Grocery Stores
Pop Up Grocer Will Launch a Brooklyn Location in October

Pop-Up Grocery Shops
Pop Up Grocer Shares Specialty Products from Innovative 

Brands

Distancing Grocery Pop-Ups
Pop Up Grocer Introduced Private Appointments for Solo 

Shopping

Hospital Convenience Pop-Ups
7-Eleven and Children's Health's Store Supports Healthcare 

Workers

Trend - Pop-up grocers are more common as people seek out experimental or specialty food items, and as people's need for convenient grocery options expands. These stores are in a 
variety of settings, including everything from hospitals to communities.

Insight - Now that people are traveling less and trying to remain at home as much as possible, even amidst lifted restrictions, people are prioritizing convenience shopping rather than 
taking their time. Thus, the prioritization of shopping either online or within one's immediate community is on the rise. 
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Grocery Pop-Upo
Pop-up grocery stores are offering people convenience and specialty items

How is your brand prioritizing convenience 

and experience simultaneously for its 

customers?

Overlooked Opportunity 14: Workshop Question Copyright ©
All Rights Reserved



Seamless Masko
Face covering are integrated into clothing items for ease of use

Face-Covering Antimicrobial Jackets
The 'PerX' Performance Jacket Has a Waterproof 

Design

Mask-Integrated Hoodies
G95's Biohoodie Boasts Built-In Filtration 

Technology

Face Covering-Equipped Tees
The SafeTee T-Shirts Keep a Face Mask on Hand at 

All Times

Self-Sanitizing Jackets
The JUST 5 Multi-Functional Jacket Features HeiQ 

Viroblock Technology

Trend - Clothing brands are integrating face masks and coverings into their items in order to protect users from viruses and bacteria, as well as protect others from the users. These mask-
equipped items come in everthing from shirts to antimicrobrial jackets.

Insight - Though people around the world have become accustomed to wearing masks to limit the spread of COVID-19, in some regions the practice is less of a habit than in others. For 
consumers who tend to be more forgetful, or who just want ease-of-access, health precautions that are integrated into their clothing allow them to go about their days while still 
remaining safe. 
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Seamless Masko
Face covering are integrated into clothing items for ease of use

How could your brand better ease people 

into safety and health measures that are 

unusual to them?

Overlooked Opportunity 15: Workshop Question Copyright ©
All Rights Reserved



eSports Nutritiono
Food brands are entering the eSports industry with more nutritious options

eSports Performance Burger Campaigns
KFC Launched a Mockumentary That Targets 

Gamers

eSports Chewing Gums
The Razer RESPAWN By 5 Gum Offers a Mental 

Performance Boost

eSports Health Supplements
The Genius Gamer Elite Gaming Nootropic 

Supplement is Energizing

Nutrition-Focused eSports Collaborations
Nordavind & Bodylab's Partnership Emphasizes 

Performance

Trend - Performance beverages are common in the eSports space and now, food brands are engaging the industry with food and snack options that target the gaming community. These 
products claim that they offer cognitive boosts that enhance performance.

Insight - Millennial and Gen Z consumers who are part of the eSports community are interested in improving their performance and excelling in the space. Comparing it to other athletic 
activities, individuals are deducing that a healthy diet, rest, and general self-care practices can be beneficial in enhancing their mental and physical states, enabling them to have stronger 
cognition, better focus, and reflexes. As a result, many turn their attention to wellness-minded products.
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eSports Nutritiono
Food brands are entering the eSports industry with more nutritious options

How might your brand target the eSports 

consumer through health and wellness?

Overlooked Opportunity 16: Workshop Question Copyright ©
All Rights Reserved



Upleveled Glasso
The already-sustainable nature of glass packaging is enhanced

Safety-Focused Glass Packaging
Verescence and What Matters Launch 100% 

Recyclable Bottles

Sustainable Glass Packaging Platforms
The Close the Glass Loop Platform Aims to Improve 

Recycling

Climate-Neutral Wine Bottles
The Wiegand-Glas Ecobottle is Made from 93% Recycled 

Glass

Emission-Cutting Glass Production
The 'Furnace of the Future' Aims to Cut Co2 Emissions by 

50%

Carbon-Efficient Gin Packaging
Croxsons’ Glass Packaging for Eden Mill's Love Gin is Eco-

Friendly

Trend - Understanding that they’re already the more sustainable packaging alternatives, glass packaging brands are nonetheless prioritizing more sustainable production as eco-friendly 
packaging alternatives become more of.a priority for consumers. Brands in this space are predominantly creating bottles that reduce carbon emissions or are made from recycled 
materials.

Insight - Consumers’ shopping habits as of late have depended heavily on ecommerce, where the overuse and waste of packaging is rampant. Feeling the guilt related to consuming in 
this way due to its impact on the environment, some consumers are opting to explore brands that prioritize efficiency and environmental protection. 
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Upleveled Glasso
The already-sustainable nature of glass packaging is enhanced

How is your brand prioritizing 

environmentally friendly production?

Overlooked Opportunity 17: Workshop Question Copyright ©
All Rights Reserved



Dark Storeso
Retail shops are emphasizing micro-fulfillment solutions amid COVID-19

Online-Only Healthy Supermarkets
Whole Foods Market Opened a Delivery-Only Location in Brooklyn

Dark Grocery Stores
The Walmart Pickup Point is Only Meant to Fulfill Online 

Orders

Commercial Micro-Fulfillment Solutions
Dematic Helps Retailers in Addressing Consumer Demand

Dedicated Fulfillment Hubs
Bed, Bath & Beyond Introduces Regional Fulfillment Centers

Trend - "Dark stores" are miniature warehouse-adjacent spaces, whose sole purpose is to pack online orders for pick-up or delivery. Many retailers are turning their brick-and-mortar 
locations into micro-fulfillment hubs, in order to satisfy demand during COVID-19. As a result, customers are not allowed inside.

Insight - During the COVID-19 pandemic, consumers have increasingly turned to e-commerce as a means to get products they need or want. The increase in online spending can be 
attributed to the fact that the experience offers them a convenient and safer alternative than going in-store. Often plagued by impatience—from dealing with an online interface to 
getting the product fast or in time for an occasion—individuals are emphasizing the need for efficiency in this space that allows for a seamless experience.
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Dark Storeso
Retail shops are emphasizing micro-fulfillment solutions amid COVID-19

How might your brand create a seamless 

experience in the e-commerce sector?

Overlooked Opportunity 18: Workshop Question Copyright ©
All Rights Reserved



Smart Testingo
Tech companies are introducing solutions for safe and hygienic COVID-19 screening

Autonomous Test Transportation
The Mayo Clinic is Using Autonomous Vehicles to Move COVID-19 Tests

Citizen Care Pods
This Care Pod Combines High-Tech and a Modular Design to 

Ensure Safety

Portable Virus Testing Machines
Abbott's Device Can Provide COVID-19 Test Results in Five 

Minutes

Robot Facility Mapping
Ford Will Use Two Spot Robots Fro Boston Dynamics to 

Map a Facility

Trend - While testing centers were built with rapid speed at the beginning of the pandemic, tech brands are now updating the procedures by introducing smart technology that increases 
the degree of safety for both patients, as well as the medical staff administering the test.

Insight - While in some spaces, individuals who get tested for COVID-19 do so because of a spike in cases in their region, elsewhere, people go to get screened in order to responsibly 
leave the city or country. In both of these instances, a demand is created for more efficient and safe testing as consumers look for ways to alleviate the associated anxieties. With the 
knowledge that technology is capable of providing various benefits in this space, individuals look to high-tech environments to feel a sense of calm and security.
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Smart Testingo
Tech companies are introducing solutions for safe and hygienic COVID-19 screening

How might your brand utilize technology to 

ensure consumer safety during the 

pandemic?

Overlooked Opportunity 19: Workshop Question Copyright ©
All Rights Reserved



Skin Hungero
Designers are proposing solutions that address the absence of physical touch

Intimacy-Introducing Hugging Machines
Lucy McRae Explores the Connotations of 

Mechanical Touch

Physical Experience-Mimicking Devices
RCA Students Debut Two Experiential Devices 

During COVID-19

Hug-Simulating Vests
Elena Lasaite's Emotional First Aid Kit Helps People 

Experience a Hug

Deep Touch-Mimicking Weighted 
Blankets

The BlanQuil Basic Weighted Blanket Helps 
Alleviate Stress

Trend - The term "skin hunger" is a phenomenon popularized during the COVID-19 pandemic and it's prompted by the lack of physical touch for long periods of time. In turn, designers 
are showcasing various concepts and products that simulate hugging or other actions that bring comfort.

Insight - Many are vehemently practicing social distancing during the COVID-19 pandemic and as time goes on, the feelings of loneliness due to the lack of physical contact intensify. In 
order to not become too distressed, consumers are looking for safe and responsible ways to mitigate this. As a result, many opt-in for viable alternatives that allow them to feel less 
lonely, and when this need is met, individuals are more comfortable and content.
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Skin Hungero
Designers are proposing solutions that address the absence of physical touch

How might your brand create a more 

comforting environment for consumers 

through your product/service experience?

Overlooked Opportunity 20: Workshop Question Copyright ©
All Rights Reserved



Biodegradable Microbeadso
Cosmetic brands are launching alternatives to plastic microbeads

Micronized Biodegradable Polymer Fillers
The ECOFIL from ECKAR is Made from Renewable Resources

Powder-to-Foam Exfoliators
My Clarins' RE-MOVE Formula Creates a Light Lather with Water

Biodegradable Face Exfoliants
Naturbeads Ltd is a New Eco-friendly Microbead Manufacture

Trend - Microbeads have been banned in many countries due to their negative environmental effects, specifically since they adsorb toxins and transfer them up the marine food chain. As 
a result, brands in the cosmetic space have launched a variety of biodegradable alternatives made from renewable resources like jojoba beads.

Insight - The fight against climate change has increased in recent years as scientists from around the world join forces to warn society and pressure politicians. As a result, consumers are 
increasingly aware of the dangers that their everyday products present. To combat these eco-anxieties, consumers seek products that highlight their sustainability, specifically as it 
relates to high-profile products that have been deemed as "dangerous" by scientists and activists.
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Biodegradable Microbeadso
Cosmetic brands are launching alternatives to plastic microbeads

How can your brand better meet the 

expectations of eco-friendly consumers?

Overlooked Opportunity 21: Workshop Question Copyright ©
All Rights Reserved



E-Transporto
Vehicles that run on electric are more common in public transportation solutions

Chic Micro-Transport Designs
Micro Releases Four Electric Vehicles, Part of Its 

Near-Future Vision

Solar-Powered Hyperloop Systems
MAD Produces Concepts for Eco-Forward 

Transportation Solutions

Fully Electric Eco Buses
This Hyundai Double-Decker Bus Carries Up to 70 

Passengers

Zero-Emissions 
Public Transport

Arrival Launches a Eco-
Conscious Bus for Public 

Use

Electric Bus 
Deployments
Recently, the BYD 

Delivered a Fleet of 
Electric Busses to 

Barbados

Trend - The re-examining of public life as it relates to climate change has resulted in businesses creating electric public transportation options that reduce carbon emissions and make for 
a cleaner environment.

Insight - In urban areas, many people rely on public transport to get around. While it's a climate-friendlier option than driving one's own vehicle, the vastness of public transportation in 
various cities means that it still has a significant impact on air pollution. Aware of this, people in cities as well as those you lead city infrastructure aim to reduce the local environmental 
impact that traveling and commuting can have.
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E-Transporto
Vehicles that run on electric are more common in public transportation solutions

How is your brand prioritizing the reduction 

of environmental harm?

Overlooked Opportunity 22: Workshop Question Copyright ©
All Rights Reserved



Milkman Modelo
Brands are helping reduce waste with circular delivery services

Circular Personal Care Systems
Era Zero Waste Applies the Milkman Model to 

Personal Care Products

Circular Vodka Deliveries
Jack Rabbit Hil's MEll Vodka Delivery Program 

Helps to Reuse Bottles

Circular Shopping Platforms
TerraCycle 'Loop' is the First Circular Shopping 

System

Toronto Soap Delivery Brands
Saponetti Offers Eco-Friendly and Hypoallergenic 

Soaps

Trend - Brands are launching circular delivery systems that take inspiration from the traditional "milkman model" in an effort to save materials and reduce waste. These deliveries include 
hygiene products, food, and alcohol.  This is especially useful as the act of recycling not only uses resources but is also highly ineffective since most recyclables ultimately end up in 
landfills due to improper sorting.

Insight - Consumers have become more informed about the dangers of single-use plastic as it relates to the environment and wildlife. This has prompted the "zero waste" movement 
where consumers work to avoid using plastic wherever possible and instead purchase in bulk or with reusable containers. Brands are catering to these consumers with initiatives that 
reduce the environmental footprint of consumers, and consumers are flocking to brands that take on this responsibility, rather than place it on the consumer.
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Milkman Modelo
Brands are helping reduce waste with circular delivery services

How your brand alleviate environmental 

concerns for consumers by assuming the 

responsibility?

Overlooked Opportunity 23: Workshop Question Copyright ©
All Rights Reserved



Mycelium Madeo
Mycelium-based packaging offers and eco-friendly alternative to plastic

Mushroom-Based Skincare Packaging
Wildsmith Skin's Product Duo Comes in a 

Compostable Box

Custom Mycelium Packaging Solutions
The Ecovative Mushroom Packaging is 100% 

Home-Compostable

Biodegradable Fungal-Based Packaging
The Haeckels Mycelium Packaging Performs like 

Plastic

Mushroom-Based Candle Packaging
Shrine's Candle Box Packaging is 100% 

Compostable

Trend - Packaging derived from mushrooms is making waves as brands look to offer or use more environmentally friendly alternatives to wasteful plastic and cardboard packaging. 
Mycelium-based packaging materials are biodegradable and have significantly lower carbon emmissions than their plastic counterparts.

Insight - As consumers begin to take climate change more seriously, they're examining their own impact and the micro and macro ways that they can make changes to reduce it. Eco-
conscious consumers are changing everything from the transportation they use to the everyday items they buy in order to reduce their impact and alleviate some of the consumption 
guilt they feel.
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Mycelium Madeo
Mycelium-based packaging offers and eco-friendly alternative to plastic

How is your brand prioritizing eco-friendly 

alternatives or production?

Overlooked Opportunity 24: Workshop Question Copyright ©
All Rights Reserved



Millennial Moveo
Millennials are increasingly moving out of cities amid the COVID-19 pandemic

Expandable Modular Homes
Module's Home Designs are Designed to Adapt and 

Grow

Remote Worker Stays
Barbados Offers One Year Visa for Remote 

Workers

Step-Through Frame Electric Bikes
The Daymak Maxie Large Fat Tire Foldable Electric 

Bike is Comfy

Rural-Urban Community Concepts
The Orbit: Innisfil is a Vision for the City of the 

Future

Trend - Developments and products, and campaigns that involve escapist or non-city living are being targeted with Millennial preferences in mind. These come as this generation begins 
moving back to suburbs, rural areas or vacation-like destinations due to the circumstances surrounding COVID-19.

Insight - The last several months have brought about mass changes around the world, and one of those is the moves that North American Millennials in-particular are making away from 
city living. Whether it's to do with high living costs or no longer worrying about inconvenient commutes due to the influx of remote work, many Millennials cannot justify living in 
expensive, populated areas when they can no longer afford to amidst reduced wages and job losses. Within this migration, this generation is seeking products and services that cater to 
their specific preferences. 
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Millennial Moveo
Millennials are increasingly moving out of cities amid the COVID-19 pandemic

How is your brand accommodating the 

urgent, emerging needs of different 

demographics amidst the ongoing 

pandemic?

Overlooked Opportunity 25: Workshop Question Copyright ©
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Antibacterial Travelo
Travel products are designed with antibacterial materials and functions

Antiviral Smart Textile Masks
Myant Launched a Mask Knitted from Copper and 

Silver Yarns

Gear-Sanitizing Backpacks
The 'Hygiene20' Smart Sanitizing Backpack Has a 

UV-C Light Inside

Antibacterial Copper-Infused Face Masks
The 'CSC01 COPPER SHIELD' Face Mask Kills Germs 

on Contact

Folding Travel-Friendly Car Seats
The 'Taxie' Child Car Seat Offers Impressive 

Protection

Trend - Items designed for on-the-go use are incorporating antibacterial properties as heightened hygiene remains an ongoing part of consumers' routines. With COVID-19 still being a 
threat to public health, everything from copper-threaded facemasks to disenfecting backpacks are being used to limit exposore to the virus.

Insight - As most of the world carefully reopens businesses and tries to resume life as normally as possible, there still exists a public health threat that both institutions and consumers are 
well aware of. While consumers are aware that they can't remain in quarantine limbo forever, they're also more cognizant of their personal hygiene habits than ever before. Thus, they're 
turning to brands that take these issues just as seriously as they do. 
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Antibacterial Travelo
Travel products are designed with antibacterial materials and functions

How is your brand accommodating its 

customers' new habits?

Overlooked Opportunity 26: Workshop Question Copyright ©
All Rights Reserved



Low-Alcohol Baro
Bars that prioritize low or non-alcoholic beverages appeal to Gen Z consumers

Alcohol-Free Bars
The BrewDog AF Bar Supports "Drink All You Can 

Jan"

Low-Alcohol Pubs
The Clean Vic by Sainsbury's Serves Only Low- and 

No-Alcohol Drinks

Vegan Non-Alcoholic Bars
SourTooth Shares a Japanese Speakeasy & Bohemian 

Nightlife Experience

Low-Alcohol Bars
London's Shaman Helps People Partake in "Healthy 

Hedonism"

Trend - Known to drink less than their predecessors, Gen Z is being targeted by brands that are focused on low-alcohol experiences. Instead of the traditional alcohol-fueled bar 
experience, emerging spaces are offering bars that have low-alcohol or non-alcohol cocktails.

Insight - Gen Z consumers of legal drinking age are known to drink less than Millennials, who already drink less than preceding generations. Thus, their social experiences are less 
centered around alcohol, but the traditional modes of socializing are still relevant--including going out to consume food and drinks. Brands that are able to prioritize a more health 
conscious approach to socialization while fusing tradition are appealing to Gen Z consumers. 
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Low-Alcohol Baro
Bars that prioritize low or non-alcoholic beverages appeal to Gen Z consumers

How is your brand drawing in Gen Z 

customers?

Overlooked Opportunity 27: Workshop Question Copyright ©
All Rights Reserved



Home Professionalo
Brands are launching comfort-focused and performance-driven home attire

Self Isolation Hoodies
Vollebak's Relaxation Hoodie Was Created for 

Isolated Living

Hybrid Homebody Housecoats
The Offhours Homecoat is Designed Like a 

Wearable Comforter

Comfort-Focused Functional Intimates
Wacoal's Ultimate Comfort Series is Perfect For At-

Home Work

Luxury Stay-at-
Home Footwear
The Balenciaga Home 

Sandal Brings a High-End 
Touch to Life Indoors

Comfy Quick-Dry 
Bathrobes

The Casamera Bathrobe 
Has a Fluffy, Breathable 

Construction

Trend - Brands are debuting comfortable fashion items, designed to support consumers when they are at home. The silhouettes are not only packed with performance-driven features—
from quick-drying fabrics to flexible constructions—but they are also made to be stylish.

Insight - The balance between aesthetics and functionality is a driving force of consumer purchasing decisions and individuals who are embracing the work-from-home lifestyle, or those 
who generally prefer to spend more time indoors, are creating a demand for comfortable and stylish products. When these needs are met, consumers feel better supported in the home 
environment, allowing them to concentrate better on tasks or be more relaxed—which is especially important to those spending increased amounts of time indoors.
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Home Professionalo
Brands are launching comfort-focused and performance-driven home attire

How might your brand increase consumer 

comfort?

Overlooked Opportunity 28: Workshop Question Copyright ©
All Rights Reserved



Smart Hygieneo
Artifical intelligence-powered hygiene products are on the rise

Self-Diagnostic Skincare Tools
The AI-Powered Digital Beauty Advisor Offers 

Unique Recommendations

AI-Integrated Toothbrush Launches
Colgate Created a Smart Toothbrush with an 

Accompanying App

Customized Smart Skincare
Atypical Cosmetics Uses AI to Create Personalized 

Skincare Solutions

Handheld Skincare Vacuums
The LONOVE Vacuum Pore Cleaner Prevents 

Pimples from Developing

Trend - The use of smart technology in the formulation or application of products related to cleansing is on the rise as consumers' self-care routines become more thorough and precise. 
These products include everything from toothbrushes to cleansers

Insight - When it comes to self-care, consumers are increasingly focused on custom and optimized products and formulations. Their growing knowledge of ingredients and tools in this 
space, fueled by personal research and social media, has resulted in consumers seeking out the most effective and efficient personal care routines possible.
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Smart Hygieneo
Artifical intelligence-powered hygiene products are on the rise

How could your brand use smart tech to 

enhance trust in its product/service?

Overlooked Opportunity 29: Workshop Question Copyright ©
All Rights Reserved



Bio Furnishingso
Biodegradable furnishings set a new precedent for interior design

All-Cardboard Cafes
The 'Cardboard' Cafe in Mumbai is Constructed 

with an Eco-Friendly Material

Eco-Friendly Biodegradable Beds
The Horizontal Button Bed is Made with 

Replaceable Parts

Zero-Waste Restaurants
The Silo Restaurant in East London Features a 

Sustainable Menu and Interior

Eco-Conscious Rug Collections
The LOOMY Rugs are Handwoven and Made with 

Sustainable Materials

Trend - Environmentally friendly, biodegradable home and retail furnishings are on the rise as designers and consumers look to reduce their environmental foot print. Everything from 
beds and carpets to restaurant furniture are being adapted with biodegradable materials.

Insight - When it comes to environmental consciousness, consumers are increasingly aware that changing minor aspects of their daily routines won't make an enormous impact on the 
bigger picture. The larger goal is to shift production and create more regulations for the companies responsible for environmental damage. While they push for this, they still feel a sense 
of responsibility and look for more ways to alter their habits to minimize their own personal impact--whether that's reducing their use of straws or finding eco-friendly investment pieces. 
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Bio Furnishingso
Biodegradable furnishings set a new precedent for interior design

How is your brand holding itself 

accountable when it comes to its impact on 

the environment?

Overlooked Opportunity 30: Workshop Question Copyright ©
All Rights Reserved



Un-Isolated Senioro
Brands are launching initiatives to connect seniors during the pandemic

Charitable Luxury Car Events
Porsche Cars Canada Entertained Residents at 

Long-Care Facility

Senior-Focused QSR Meals
McDonald's Sweden Launches Happy Meal Senior 

During COVID-19 Lockdown

Remote Storytelling Platforms
Goodnight Zoom Connects Isolated Seniors with 

Children

Retiree-Specific Radio DJs
Radio Recliner Connects Retirees to the Airwaves 

to Stay Connected

Trend - Brands are launching products and services aimed at keeping seniors connected and engaged amid the COVID-19 restrictions. These range from playful QSR entertainment to 
retiree-specific radio station recommendations.

Insight - The COVID-19 pandemic has been a very difficult lifestyle adjustment for people of all ages, and older generations have the added risk of being more likely to be affected by the 
virus. Although economies around the world are reopening, many social distancing restrictions are still in place and are causing a prolonged period of isolation for this demographic. 
Countering the collective psychological impact of the ongoing pandemic is just as important as containing the virus itself.
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Un-Isolated Senioro
Brands are launching initiatives to connect seniors during the pandemic

How can your brand authentically support 

vulnerable populations in challenging 

times?

Overlooked Opportunity 31: Workshop Question Copyright ©
All Rights Reserved



Serum Hybrido
Cosmetic products are adapted with serum-like formulations

Serum Blush Cosmetics
EM Cosmetics' Unique Blush Fuses Skincare and Makeup

Protective Tinted Serums
The Sérums De Teint Protector & Perfector is Ultra-Sheer

Brightening Beauty Pens
The Miracle Eye Wand Brightening Duo Has Serum & 

Highlighter

Superfruit Blush Elixirs
Physicians Formula's Skincare-Like Liquid Blush Nourishes & 

Hydrates

Trend - Makeup items are coming in serum-based formulas to enhance both the appearance of the face, as well as the benefits the products are intended to have. These cosmetic serum 
hybrids include everything from liquid blush to highlighting pens.

Insight - When it comes to personal care, many consumers opt for streamlined routines that offer them maximum benefits with minimal effort. These individuals turn to hybrid products 
that ensure their routine remains simple and efficient--all for the purpose of saving time as they go about their busy lives. 
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Serum Hybrido
Cosmetic products are adapted with serum-like formulations

How is your brand prioritizing consumers 

who want to streamline their routines?

Overlooked Opportunity 32: Workshop Question Copyright ©
All Rights Reserved



Social Recommendationo
Apps are connecting consumers by allowing them to share recommendations

Social Recommendation Platforms
Bingie Emphasizes Word-of-mouth Recommendations for Movie & Shows

Social Content 
Suggestion Apps

The 'RaterFox' App Offers 
Content 

Recommendations from 
Real People

Friendly 
Recommendation 

Apps
The 'Friendspire' App 
Helps Users Get Input 

from Friends on Topics

P2P Social Shopping 
Apps

LetsBab Lets Consumers 
Share and Shop Brands 

Via Messenger

Recommendation-
Based Video 

Steaming Services
HBO Launches Free 
'Recommended By 

Humans' Tool

Trend - Brands in the technology space are launching apps that allow close-knit social circles, comprised of family and friends, to share their recommendations on movies, restaurants, 
and more. These platforms aim to replace the anonymous review systems many may have relied on in the past.

Insight - In favor of the element of human touch, consumers are more likely to turn to traditional word of mouth recommendations over curated, artificial intelligent suggestions, or 
online reviews. Consumers are craving authentic, unbiased recommendations and are no longer naive to fake reviews and other marketing ploys. As a result, these consumers are looking 
for ways to easily rely on the advice of their social circles and are looking at brands to provided streamlined solutions.
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Social Recommendationo
Apps are connecting consumers by allowing them to share recommendations

How can your brand leverage the influence 

of friends and family to reach consumers?

Overlooked Opportunity 33: Workshop Question Copyright ©
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Virtual Crowdo
Companies are creating solutions to allow fans to attend live virtual events

Virtual Music Festivals
Music Lives is a Three-Day Virtual Event on Oculus Venues

Virtual Crowd Beer Promotions
Michelob Ultra Launched Virtual Crowd Promotion with the 

NBA

Digital Fan Experiences
The NBA Will Rely on Microsoft Teams to Create Virtual 

Crowds at Games

Digitally Rendered Crowd Partnerships
Fox Sports Will Broadcast MLB Games with Digital Crowds

Trend - Companies are creating technologically-integrated solutions that allow the public to attend live events, including professional sporting events, and live concerts. This was made 
possible through the use of video conference technology that can place people in the crowd, as well as virtual reality technology.

Insight - With ongoing uncertainties around what the future will look like when it comes to health and safety, many people are looking for escapist activities to engage in as a coping 
mechanism. Escapist content can be more effective if it mimics what viewers are used to watching, and it can bring viewers a degree of normalcy into their lives.
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Virtual Crowdo
Companies are creating solutions to allow fans to attend live virtual events

How can your company leverage escapism?

Overlooked Opportunity 34: Workshop Question Copyright ©
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Design-Forward Signageo
Creatives are delivering aesthetic-driven designs to encourage distancing

Physical Distancing Designs
The Commune di Milano is Calling for Help from 

Architects & Designers

Design-Forward Social Distancing Signage
Sam Barron Debuts "Brick-and-Mortar" Signage

Social Distance-Encouraging Installations
Caret Studio's Gridded System Brings Awareness

Dotted Social Distancing Markers
Paula Scher Encourages Distancing with Painted Green Dots

Trend - As countries are beginning to ease COVID-19 lockdown restrictions, designers are launching captivating and artistic signage to remind people to physically distance. These 
"installations," which are often used as guides, are prevalent in public spaces, as well as artistic institutions, where they encourage mindfulness while maintaining an aesthetic language.

Insight - Many contemporary consumers—especially younger demographics—are mindful of aesthetics, both in their personal lives, as well as the spaces that they frequent. Being a 
predominantly visual culture entails that consumers in this age engage and are captivated by objects that are appealing to the eye. As a result, individuals tend to pay more attention and 
respond better to cues that suit their aesthetic expectations or that of the space they are in.

7.2
Score

Popularity

Activity

Freshness
Copyright ©

All Rights Reserved

Curation

Experience

4 Featured, 26 Examples

29,173 Total Clicks

URL: Hunt.to/432984



Design-Forward Signageo
Creatives are delivering aesthetic-driven designs to encourage distancing

How might you enhance the aesthetic 

presentation of COVID-19 signage for your 

brand/institution?

Overlooked Opportunity 35: Workshop Question Copyright ©
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Post Hospitalityo
The hospitality industry is making changes to accommodate post-pandemic health

Post-Pandemic Hotel Concepts
The Manser Practice  Envisions the Future of Hotel Operation

Touch-Free 
Bathroom Solutions
Gaberit Boasts Infra-Red 
and Touchless Design for 

the Bathroom

Retail-Focused 
Safety Shields

Peregrine Will Install 
Plexiglass Shields as 

Stores Re-Open

Virus-Protecting 
Textile Lines

Style Group New Line of 
Fabric Technologies 
Combats COVID-19

Eco-Friendly 
Sanitation Services

Filta Environmental 
Kitchen Solutions Made a 

Sanitation Service

Trend - The hospitality industry will take some time to fully recover from the economic hits it's taken as a result of the COVID-19 pandemic, but its gearing up for an uptick in demand 
anyway. New measures and products that prioritize safety and sanitization are increasingly important to businesses and customers in this space.

Insight - As consumers look to resume their normal lives pre-pandemic, the psychological impact from experiencing the worst of the pandemic will still affect their consumption 
behaviors. These individuals are turning to brands that prioritize safety as much as they do experience and service, so they can feel comfortable in the process of resuming everyday life. 
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Post Hospitalityo
The hospitality industry is making changes to accommodate post-pandemic health

How is your brand adjusting to post-

pandemic safety?

Overlooked Opportunity 36: Workshop Question Copyright ©
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PPE Skincareo
Beauty brands are launching products to combat acne caused by facial coverings

Face Covering-Specific Skincare
KES NYC Launched a Collection of Beauty Products 

to Combat Maskne

Anti-Breakout Skincare Sets
The Better Skin Co. Treats 'Maskne' with a Three 

Product Combination

All-in-One Acne Serums
Peace Out Skincare's Acne Serum Helps with "Maskne"

All-in-One Skincare Gels
Murad's Clarifying Oil-Free Water Gel Soothes, Exfoliates & 

Refreshes

Trend - At a time when people are wearing masks to protect from COVID-19, many are exposing their faces to more irritation than usual. This has resulted in the issue of "maskne" for 
some consumers— which is acne along the cheeks and jawline. Brands in the beauty industry are supporting consumers with targeted products to reduce these breakouts.

Insight - The COVID-19 pandemic has fundamentally changed the way consumers interact with the world, requiring elevated hygiene practices. To adjust to the "new normal," consumers 
are accepting that lifestyle changes are necessary and are seeking new products and services to elevate this transition. As consumers continue to feel a sense of unease in the world, 
many are looking to manage the things within their control, specifically by focusing on their grooming and hygiene regimes.
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PPE Skincareo
Beauty brands are launching products to combat acne caused by facial coverings

How can your brand support consumer 

concerns amid and post-COVID?
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Subscription Sharingo
Brands in the tech space are making it easy to share subscription passwords

Two-Person Music Streaming
Spotify Will Launch Its Premium Duo Feature in 14 New Countries

Subscription Sharing Platforms
DoNotPay Now Offers a Subscription Sharing Extension

Password Manager Apps
The Passlock App Securely Stores Your Passwords and 

Personal Information

Subscription-Sharing Web Extensions
Keyring Lets Users Share Subscriptions Without Passwords

Trend - Brands in the technology space are creating platforms to help users easily share subscription passwords in a safe and controlled way. These range from web extensions to 
password-managing apps and enable users to share content on streaming profiles.

Insight - As consumers spend more time consuming content on a plethora of streaming services, many view these streaming services as a shared commodity rather than a proprietary
resource. Specifically, Millennial and Gen Z consumers that have grown up with unprecedented access to free streaming and mass file-sharing. As a result, brands are jumping into this 
sharing economy with platforms that serve the consumer's desire to safely share access to digital goods.
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Subscription Sharingo
Brands in the tech space are making it easy to share subscription passwords

How can your brand leverage the sharing 

economy to entice consumers?

Overlooked Opportunity 38: Workshop Question Copyright ©
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Robot Retailo
The COVID-19 pandemic has accelerated the use of robots in retail

Smart Shopping Carts
The Amazon Dash Cart Knows What Shoppers 

Purchase

Bookstore Assistance Robots
The 'AROUND B' Robot Carries Books for Browsing 

and Purchasing

No-Contact Robotic Restaurants
KFC Opened a No-Contact "Restaurant of the Future" in 

Russia

Contactless Delivery Robots
Starship Technologies is Releasing Its Delivery Robots to 

New Cities

Trend - Autonomous devices in retail spaces that ensure limited contact between employees and customers are on the rise. Though these technologies have been used sporadically, 
they're in accelerated development due to the implications of retail openings amidst the ongoing pandemic.

Insight - As people and brands adjust to reopened economies, safety is still a primary concern. Understanding the continued health risks, people are venturing out of their homes and 
shopping as long as they know that the retailers they visit are taking their health, and the health of their employees, seriously. 
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Robot Retailo
The COVID-19 pandemic has accelerated the use of robots in retail

How can your brand go above and beyond 

to protect customer and employee health?
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Ageless Campaigno
Clothing brands ensure adequate age representation in their campaigns

Mature Women-Celebrating Campaigns
Knix's New Lingerie Campaign Exclusively Features Women Over 50

All-Ages Bodysuit Campaigns
Inamorata Women's Bodysuit Collection is Modeled by a 

Diverse Group

Mature Modeling Agencies
Grey Model Agency Works with Mature Models Who 

Redefine the Industry

Age Diversity Underwear Ads
The Knix 'Age Doesn't Matter' Campaign Celebrates Beauty 

at Any Age

Trend - The fashion industry's long history of exclusion is slowly being addressed, and brands in this space are now increasingly addressing age discrimination or exclusion by including 
models of all ages in their campaigns.

Insight - Today's consumer now expects a more authentic form of marketing, in which the many facets of their appearances and identities are represented. Rather than appreciating the 
traditional, aspirational marketing that they were once accustomed to, consumers are now looking for real world applications and representation in the brands they choose to purchase 
from. These individuals are drawn to companies that understand and reflect the needs and identities of their target audiences.
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Ageless Campaigno
Clothing brands ensure adequate age representation in their campaigns

How could your brand better represent the 

diversity of its target audiences?

Overlooked Opportunity 40: Workshop Question Copyright ©
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Parental Supporto
Brands are launching specific platforms to support parents amid COVID-19

Parental Mental Health Promotions
WaterWipes is Gifting Parents a 3-Month 

Headspace Subscription

Family-Centric Educational Online Hubs
NatGeo@Home Responds to the Educational 

Impacts of COVID-19

Virtual Parenthood Hubs
WaterWipes' Early Days Club Supports New & Expecting 

Parents

Family-Specific Mental Health Platforms
TheFamilyHelpNetwork.ca Launched a Mental Health 

Campaign

Trend - To support families amid COVID-19, brands have launched resources to help new parents cope with the challenges of the "new normal." These range from mental health 
platforms to virtual parenting communities and seek to alleviate some of the burdens of raising children in the midst of a pandemic.

Insight - The COVID-19 pandemic has been especially challenging for parents attempting to work, homeschool, and finish chores while dealing with their upturned lifestyles. These 
consumers are lacking the traditional, in-person support system many would lean on during this phase of their life, and with social distancing regulations still in place, many are looking to 
connect with others and receive guidance during a time that may feel especially isolating.
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Parental Supporto
Brands are launching specific platforms to support parents amid COVID-19

How can your brand support specific 

consumer needs during crisis?

Overlooked Opportunity 41: Workshop Question Copyright ©
All Rights Reserved



Non-Binary Techo
Brands in the technology space are launching gender-fluid characters

Gender Fluid Emojis
Google Expanded its Emoji Collection with 53 Non-

Binary Characters

Gender-Neutral Video Games
Animal Crossing: New Horizons Features Gender-

Neutral Characters

Non-Binary Tech Voices
Virtue Creates 'Q' — the First Genderless Voice for Smart 

Technology

Non-Binary Inclusive Emojis
Apple Expanded its Emoji Offerings to Include Non-Binary 

People

Trend - Technology brands ranging from video games to smartphones are now including non-binary characters for consumers to use as representation. These include AI assistants, video 
game avatars, and emojis.

Insight - Consumers are demanding representation at all levels and from all businesses they frequent. This is especially prevalent in younger demographics, including Gen Z and Millennial 
consumers, who are less conservative and have become more educated on inclusion and self-representation. As a result, they are unencumbered by the social restrictions of the past and 
are seeking the opportunity to represent themselves digitally with the same ease of their cis-gendered peers.
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Non-Binary Techo
Brands in the technology space are launching gender-fluid characters

How can your brand offer better 

representation?

Overlooked Opportunity 42: Workshop Question Copyright ©
All Rights Reserved



Delivery Acquisitionso
Food delivery services are acquiring other companies to expand reach

Grocery Delivery Acquisitions
Uber Acquired Grocery Delivery Startup 

Cornershop

Mobile Food Delivery Acquisitions
Grubhub Was Recently Acquired by the Just Eat 

Platform

Food Delivery Corporate Purchases
Foodpanda Purchased a Food Delivery Service 

Named Donesi.com

Corporate Food Delivery Acquisitions
Uber Recently Purchased the Postmates Food 

Delivery Platform

Trend - Food delivery companies are purchasing other companies in the same industry in order to increase reach. Purchasing these companies gives organizations new infrastructure that 
can be used to serve additional markets, without draining the resources of the original company.

Insight - During social distancing orders many food delivery services are experiencing an increase in demand, in part due to COVID-19, and are attempting to capitalize on this uptick. 
Increased capacity can help these food delivery organizations serve new markets and expand operations. If these organizations can capitalize on the changing circumstances, they could 
showcase adaptability in uncertain markets.
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Delivery Acquisitionso
Food delivery services are acquiring other companies to expand reach

How can your organization capitalize on 

COVID-19-related changes in consumer 

demand?

Overlooked Opportunity 43: Workshop Question Copyright ©
All Rights Reserved



Gamified Professiono
Experiential training and onboarding is accelerated through tech

Experiential VR Experiences
Foundry 45 Generates Unique Material to Suit 

Diverse Client Needs

Employee Engagement Platforms
BurgerFi Uses an App to Support Training, 

Communication & Engagement

Gamified Training Apps
The Walmart Spark City App Challenges Trainees in 

a Virtual Retail Setting

Gamified Doctor Training
Night Shift by Schell Games is Designed for 

Emergency Room Physicians

Trend - The process of training and onboarding employees is increasingly being enhanced with the help of gamified technology, a process that may become more common as remote 
work becomes the norm. These platforms aim to enhance skills and engagement in the process of training.

Insight - As remote work has become normalized and in many cases around the world, mandatory, business owners are looking for ways to enhance engagement and interactions among 
new employees. Training is a crucial step for individuals transitioning into new roles, and requires interactivity in order for skills and policies to be learned effectively. Thus, employers are 
turning to gamification in order to better connect to employees in transition.
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Gamified Professiono
Experiential training and onboarding is accelerated through tech

How could your brand use gamification to 

enhance the training process for new 

employees?

Overlooked Opportunity 44: Workshop Question Copyright ©
All Rights Reserved



Design Distancingo
Design-forward distancing accessories ensure public health amidst reopenings

Social Distancing Necklaces
India-based Architecture Discipline Debuts a Choker

Proximity-Monitoring Health Wearables
This Social Distancing Wearable Enforces Protocol

Workspace-Separating Accessories
The 'Clikclax' Desk Accessories Help with Social Distancing

Dome-Protection Concerts
The Flaming Lips Play Live on The Late Show While Wearing 

Plastic Domes

Trend - Design-focused accessories that are created to keep physical distancing measures in place amidst post-COVID reopenings are increasingly common as brands and businesses look 
to restart pre-COVID operations. These fashionable accessories are aesthetically pleasing in order to raise the likelihood of use among consumers.

Insight - Now that many parts of the world are beginning to see declining numbers of COVID cases, staggered reopenings can be observed and consumers' lives are slowly returning to a 
modified "normal." Safety and public health are still a concern for individuals and institutions alike, and so people seek out ways to protect their personal health while resuming their day-
to-day. 
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Design Distancingo
Design-forward distancing accessories ensure public health amidst reopenings

How is your brand balancing safety with 

resuming day-to-day operations?

Overlooked Opportunity 45: Workshop Question Copyright ©
All Rights Reserved



Dance Marketingo
Companies are leveraging social media dance popularity for marketing campaigns

Ad Response Dance Videos
Doritos Launched an AI App Campaign Placing People in Its Latest Ad

Fast Food Dance Challenges
Burger King is Trading Whopper Dance Moves for Discounts 

on TikTok

Dance-Based Superstore Campaigns
Walmart Leverages TikTok to Reach Millennial Parents

Player-Celebrating Game Campaigns
UNO's #unowhoyouare Celebrates Four Unique Types of 

Players

Trend - Many companies are increasing their presence on video-based social media apps with popular viral dances. These companies are frequently using these platforms to launch 
marketing campaigns with dancing elements. Often times these campaigns will reward consumers for their participation with discounts.

Insight - Millenial and Gen Z consumers are spending a lot of time on social media as a recreational activity. These consumers participate in social media because it provides them with a 
platform to express themselves authentically, including sharing their values and experiences. This demographic often connects with brands that can recreate their social media habits.
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Dance Marketingo
Companies are leveraging social media dance popularity for marketing campaigns

How can your organization foster 

engagement with users of social video 

apps?

Overlooked Opportunity 46: Workshop Question Copyright ©
All Rights Reserved



E-commerce Supporto
E-commerce businesses are supporting the sellers they work with due to COVID-19

E-Commerce Financing Initiatives
Merchant Growth is Distributing E-Commerce 

Funding Due to Demand

E-Commerce Cash Flow Influxes
Shopify Will Distribute Interest Free-Cash Advances 

Due to COVID-19

E-Commerce COVID-19 Support
Yo!Kart is Distributing COVID-19 Support to 

Various Businesses

E-Commerce 
Transitional 

Programs
eBay's Up and Running 

Program Helps Businesses 
Transition

Reduced E-
Commerce Storage 

Fees
Amazon Waived 

Inventory Storage Fees to 
Help Sellers Cope

Trend - E-commerce companies are increasingly supporting the organizations in their supply chains that have been financially impacted by COVID-19. The support comes in a number of
different forms including cash advances, transition programs, offering discounts, and reducing storage fees.

Insight - E-commerce platforms are experiencing a drastic uptick in demand as many consumers are unable to, or unwilling, to shop in-store due to health and safety cocerns. Many of 
these e-commerce companies are facing pressure to capitalize on increases in demand, while ensuring the financial stability of the companies that supply products to e-commerce 
platforms. By supporting those they work with, these companies are able to create a mutually beneficial relationship with clients and sellers.
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E-commerce Supporto
E-commerce businesses are supporting the sellers they work with due to COVID-19

In what ways can your organization benefit 

from helping other groups?

Overlooked Opportunity 47: Workshop Question Copyright ©
All Rights Reserved



Remote Monitoringo
Remote patient monitoring becomes more common in the healthcare space

Remote Patient Screening Robots
Boston Dynamics is Using Robots to Connect Patients with Doctors

Remote Patient Monitoring Systems
VitalCare Now Features Medication Modules to Track 

Intake

Patient-Monitoring Camera Systems
Google Provided Nest Cams to Mount Sinai to Protect 

Workers

Proprietary Medical History Apps
Premier Health Launches the MyHealthAccess Platform for 

Patients

Trend - Remote patient monitoring systems are on the rise as the healthcare industry looks to increase the safety of both doctors and patients, as well as remove barriers related to 
accessibility when it comes to medical care.

Insight - The COVID-19 pandemic has brought about the re-evaluation of standard practices in every industry, with people and businesses alike now understanding that many systems are 
not designed to protect against or function during global emergencies. The healthcare industry in particular has been impacted, and practitioners and patients within this space are 
increasingly seeking out both accessible and safe treatment and care processes. 
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Remote Monitoringo
Remote patient monitoring becomes more common in the healthcare space

How can your brand better adjust for a 

post-COVID world?

Overlooked Opportunity 48: Workshop Question Copyright ©
All Rights Reserved



Voiced Senioro
Voice-activated technology helps seniors in their day-to-day

Senior Support Voice Assistants
MobileHelp and LifePod Solutions Debuted a New Service at CES 2019

Subtle Senior-Fall Monitors
The VitalBand is a Discrete Fall-Detection Watch for Seniors

Trend - Voice-activated technology designed specifically for seniors is on the rise as companies look to offer accessible solutions for the needs that older demographics have. Products 
include everything from voice assistants to personal monitors that can be activated via speaking.

Insight - For senior consumers, accessibility is often top-of-mind when they're considering purchases. Common issues that affect seniors, like mobility issues or social isolation, can be 
alleviated with the help of technology that aims to make their lives easier. This demographic seeks products and services that are able to enhance their routines, with extra consideration 
for the physical or mental restrictions they may have. 
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Voiced Senioro
Voice-activated technology helps seniors in their day-to-day

How is your brand prioritizing accessibility 

in its product/service?

Overlooked Opportunity 49: Workshop Question Copyright ©
All Rights Reserved



In-Store Monitoringo
Companies are developing precautionary platforms for safe store visits

Crowdsourced Shopping Apps
The Live Lineups App Tracks Wait Times at Grocery 

Stores

Distancing Theater Apps
Fandango's Guide Helps Fans Safely Return to the 

Movies

Grocery Shopping Reservation Services
OpenTable is Helping to Provide Consumers a Safe 

Way to Shop

Transit Crowd Map 
Updates

Google Maps is Making It 
Easier for Canadians to 

Avoid Busy Stations

Crowdsourced 
Supply Apps

OurStreets Supplies Helps 
to Locate Items with 
Limited Availability

Trend - The COVID-19 pandemic has limited physical interaction for safety reasons. In response, essential locations that remain open have implemented technology that monitors in-store 
crowd to ensure safe interactions.

Insight - The heightened anxiety among those who have taken COVID-19 seriously has left people concerned with the safety of their routines as restrictions lift. Consumers are looking for 
reassurance and expect that brands take their safety seriously in order to be motivated to buy from them.
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In-Store Monitoringo
Companies are developing precautionary platforms for safe store visits

How can your company practice safety 

standards during COVID-19?

Overlooked Opportunity 50: Workshop Question Copyright ©
All Rights Reserved



Safe Micromobilityo
Micromobility companies are centering service around rider safety features

Self-Balancing Commuter Scooters
The 'Mantour X' Foldable Scooter is Made with 

Durable Materials

Micromobility Navigation Apps
Bird Launched a Navigation App Named Bird Maps 

in Paris and Tel Aviv

Scooter Rental Safety Campaigns
Bird Launched a Helmet Selfie Feature with Accompanying 

Rewards

Safety-Focused Scooter Rental Updates
Bird is Testing Out a 'Warm Up Mode' for New Riders

Trend - Micromobility companies are increasingly prioritizing rider safety and creating new technology and tools to help ensure riders remain safe. This includes navigation apps, warm-up 
modes, self-balancing abilities, and providing incentives for wearing a helmet.

Insight - With the increased popularity of scooters, and other micromobility vehicles, some consumers see safety and liability concerns as a barrier to use. These consumers seek out 
solutions that would ease their concerns adopting transportation methods that are eco-friendly, inexpensive, and optimized for densely packed urban environments.
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Safe Micromobilityo
Micromobility companies are centering service around rider safety features

How can your company better serve safety-

conscious consumers?

Overlooked Opportunity 51: Workshop Question Copyright ©
All Rights Reserved



Protest Securityo
Activists use tools that help protect their identities while protesting

Blurring Anti-Facial Recognition Masks
The Surveillance Exclusion Mask Protects Your 

Identity

Identity-Protecting Camera Apps
Anonymous Camera Strips Photos & Videos of 

Identifying Information

Wearable Face Projectors
HKU Design's New Concept Helps Protect the Wearer's 

Identity

Face-Blurring Image Tools
Image Scrubber Quickly and Easily Removes Faces From 

Photos

Trend - Activism has long been dangerous for those who are protesting injustice, and with the uptick of racial justice protests around the world, many are turning to technology to help 
protect their identities. Apps and masks that keep individuals from being identified allow them to protect their identities in the event that they face dangers as a result of being vocal 
about social issues.

Insight - In the modern age, protesting is increasingly dangerous to individuals as advanced surveillance technology makes it easier to track people who are vocal about societal injustices. 
People are concerned about how being an activist can impact their livelihoods, freedoms and even lives, and are creating solutions to these issues that include the protection of their 
identity, and the identity of others. 
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Protest Securityo
Activists use tools that help protect their identities while protesting

How could your brand better prioritize 

issues related to safety and inclusion?

Overlooked Opportunity 52: Workshop Question Copyright ©
All Rights Reserved



Dome Safetyo
Brands are implementing dome-shaped designs to address safety concerns amid COVID-19

Geodesic Domes Hotel Patios
Westin Bayshore Launched Geodesic Domes for Its Patio Guests

Bio-Containing Gridshell Pods
Gregory Quinn Boasts the SheltAir as a Solution to Isolate 

Patients

Yoga-in-a-Dome Experiences
Imnts Debuted New Social Distancing-Friendly Outdoor 

Yoga Events

Dome-Protection Concerts
The Flaming Lips Play Live on The Late Show While Wearing 

Plastic Domes

Trend - In light of the COVID-19 pandemic, social distancing has become a necessity to slow the spread of the virus. As a result, brands are implementing clear geodesic domes to provide 
services to consumers, including using the design for live concerts, outdoor dining experiences, and hot yoga classes.

Insight - As economies slowly begin to reopen, many consumers are wary of interacting with the community for fear of the virus. These consumers are looking for ways to return to a new 
sense of normal and begin resuming their previous activities, in a safe and protected manner. As a result, they are turning to brands that allow for public interactions that comply with 
safety regulations.
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Dome Safetyo
Brands are implementing dome-shaped designs to address safety concerns amid COVID-19

How can your brand re-imagine its services 

to prioritize safety?

Overlooked Opportunity 53: Workshop Question Copyright ©
All Rights Reserved



Inclusive Languageo
Brands are launching campaigns that identify how language can be oppressive

Anti-Sexist Language Campaigns
Babbel Highlights Sexist Terms Ahead of 

International Women’s Day

Bold Stammer Acceptance Campaigns
Zag Debuted 'Stamma' its Vibrant Inclusive Speech 

Campaign

Anti-Racist Tech Language Initiatives
Github to Remove Racially Insensitive Terms Like 

‘Master’

Anti-Gender Bias Coding Campaigns
22squared Tampa Launches Campaign to End 

Sexism in AI Assistants

Trend - Brands are understanding that the everyday language we use, shapes the way society views the world. As a result, many have launched inclusive language initiatives that 
challenge the world to rethink the words that are used. These range from anti-racist coding campaigns to anti-sexist language campaigns.

Insight - Consumers are no longer standing for the oppressive tendencies used in the past and understand the nuanced ways systemic inequality presents itself throughout society. These 
informed consumers are no longer accepting of brands that simply pay lip service to progressive causes. As a result, they expect brands to actively fight these damaging stereotypes.
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Inclusive Languageo
Brands are launching campaigns that identify how language can be oppressive

The 
picture 
can't be 
displaye
d.

How can your brand rethink its social 

responsibility to support equality?

Overlooked Opportunity 54: Workshop Question Copyright ©
All Rights Reserved



Systemic CSRo
Consumers call for ever-more authentic forms of corporate social responsibility

Branded Anti-Racist Iniatitives
IBM Emb(race) Calls on Congress to Ensure Racial Equality

Inclusive Free Streaming Iniatitives
Cineplex Debuted the 'Understanding Black Stories' Project

Donation-Matching Inclusive Initiatives
Dropbox Black Lives Matter to Match Donations Made in 

June

Branded Racial Equality Initiatives
HP Leading With Values Aims to Combat Systemic Racism

Trend - Corporate social responsibility is integral today. The Internet enables consumers to research whether a company's CSR plans are more marketing-based than action-oriented, and 
so brands are utilizing their reach to advocate within greater systems of power (as opposed to ways that exist solely within the brand's eco-system).

Insight - Acts of injustice are amplified in the social media age. Thus, this generation is not able or willing to turn away from these issues, making CSR more important than ever. The 
Internet also enables more education on political issues, heightening their expectations of brands' claims to advocacy. In the example of anti-racism initiatives and the uproar of May 
2020, supporters understand the pervasiveness of systemic racism, and how large brands are in a unique position to dismantle it from the top-down.
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Systemic CSRo
Consumers call for ever-more authentic forms of corporate social responsibility

How can your corporate social responsibility 

initiative go even further beyond 

marketing?

Overlooked Opportunity 55: Workshop Question Copyright ©
All Rights Reserved



Cardboard Cosmetico
Cosmetic packaging that avoids plastic use has a smaller carbon footprint

Cardboard-Based Lotion Tubes
La Roche-Posay's Cosmetic Tubes Help to Reduce 

Plastic Waste

Multi-Part Eco Cosmetics Packaging
Mktg Industry's S2R Reduces Plastic in Cosmetics 

Recycling

Affordable Luxury Skincare Kits
SEPHORA Launches a Comprehensive Three-Step Essentials 

Kit

Waste-Reducing Natural Skincare
Skin Academy's Zero Range is All-Natural & Sustainably 

Packaged

Cold-Processed Organic Soaps
Avril Organics' Body Soaps are Non-Toxic and Nourishing

Trend - The cosmetic industry's environmental impact is vast, particularly due to its overuse of throwaway plastics. Some brands in this space are aiming to change that with cardboard 
(or mixed cardboard) packaging solutions that are recyclable, or create less waste in the process of production.

Insight - The short and long-term impacts of climate change are increasingly understood by consumers, as activists, scientists and politicians make the urgency of the current state of the 
environment known. The growing consumer anxiety that's come from this education has resulted in many looking to change their lifestyles in small ways in order to reduce their personal 
impact. Brands that facilitate this process, particularly when it goes against industry norms, are perceived by consumers as being ahead of the game.
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Cardboard Cosmetico
Cosmetic packaging that avoids plastic use has a smaller carbon footprint

How do you foresee your brand adapting as 

climate change becomes a bigger issue?

Overlooked Opportunity 56: Workshop Question Copyright ©
All Rights Reserved



Contactless Shoppingo
Brands are enabling consumers to safely try out products amid COVID-19

Virtual Whiskey Events
The Virtual Whiskey Show Supports At-Home 

Sampling

Contactless Sampling Kiosks
Vengo's Digital Kiosks Promote Discovery, Wellness 

and Safety

AI-Powered Digital Fittings
Contactless Fit Supports Clothing Stores Reopening 

Post-COVID

Contactless Dining 
Kits

Virtual Contact 
Lens Try-Ons

At-Home Try-On 
Services

Trend - Brands in different industries—especially those in fashion and food & beverage—are adapting the shopping experience to meet the health and safety concerns of consumers. As a 
result, more brands are introducing contactless methods of sampling products or trying on clothes.

Insight - The COVID-19 pandemic has made consumers extremely aware of what they come in contact with. Due to safety concerns pertaining to sanitation, many are reluctant or unable 
to re-engage in activities, which were previously enjoyed in a carefree manner. Amid these enforced and psychological restrictions, consumers are looking to replicate the recreational 
experiences they once engaged in, while prioritizing safety.
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Contactless Shoppingo
Brands are enabling consumers to safely try out products amid COVID-19

How can your brand pivot to accommodate 

consumer safety concerns amid a crisis?

Overlooked Opportunity 57: Workshop Question Copyright ©
All Rights Reserved



Black-Owned Supporto
Brands are making it easier to support black-owned businesses

Black-Owned Restaurant Directories
EATokra Currently Lists 2,500 Black-Owned 

Restaurants in the Us

Black-Owned Business Locators
Afrobiz Helps Consumers Find Local Black-Owned 

Businesses

Inclusive Business Search Tools
Yelp Added a Search Tool Highlighting Black-

Owned Establishments

Black-Owned Search Tools
Uber Eats Canada is Making it Easier  to Support 

Black-Owned Businesses

Trend - In response to recent social injustices profiled on social media and the news, brands are launching directories to help consumers identify and support black-owned businesses. 
These platforms showcase a range of businesses from restaurants and salons to banks and museums.

Insight - In recent years, social media has had an impact on the visibility of the systemic injustices committed against the black community. In the wake of the 'Black Lives Matter' 
movement, many are looking for ways to support the black community in place of their traditional retailers and are invested in actionable ways to protest against white supremacy, and 
one of these ways is by "voting with their wallet." People's anger and frustration has led them to financially support individuals, businesses and communities that are most affected by 
racial injustice.
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Black-Owned Supporto
Brands are making it easier to support black-owned businesses

How can your brand serve under-

represented communities?

Overlooked Opportunity 58: Workshop Question Copyright ©
All Rights Reserved



Biometric Healtho
Companies are utilizing biometric technology to safely monitor health screenings

Infrared Employee Health Scanners
The Conceptual 'VERO' Scanner Tracks Wellness to Ensure Safety

Touchless Time Clocks
Ascentis' Time Clocks Integrate Voice Commands & 

Temperature Sensors

Biometric Virus Screening Apps
Health Pass by CLEAR Offers Technology Linked to One's 

Identity

Biometric Fever Screening Technology
Dermalog Implements Fever Screenings at a Shopping Mall

Trend - As COVID-19 forces the world to respond with safety precautions, some brands are leveraging biometric technology as a touchless health procedure. Public and work places are 
scanning anyone who enters the premise using a solution that tracks temperature at a safe distance to limit contact.

Insight - As COVID-19 restrictions slowly lift, consumers are transitioning back to their routines before the pandemic. This includes shopping, traveling, or working in a shared space. As 
these routines gradually return, consumers are still concerned about possible health risks. They look for solutions that reassure them that public spaces are safe so they can go about 
their routines with less anxiety.
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Biometric Healtho
Companies are utilizing biometric technology to safely monitor health screenings

What can your brand do to provide an 

added level of safety for consumers post-

COVID restrictions?

Overlooked Opportunity 59: Workshop Question Copyright ©
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In-Game Experienceo
Brands market their products and offerings with in-game experiences

Video Game Skincare Campaigns
Apotek Hjärtat's Skin for Skin Targets Gamers on 

Steam

In-Game Art Galleries
The Getty Museum's Tool Lets Players Import Art 

in Animal Crossing

In-Game Museum Tours
Monterey Bay Aquarium is Hosting Virtual Tours of Animal 

Crossing's Museum

Virtual Ice Cream Shops
Sweet Ritual Created a Virtual Destination Within Animal 

Crossing

Trend - With gaming being an increasingly popular form of entertainment, particularly under stay-at-home orders, brands outside this industry are collaborating with it in unique ways. In-
game product experiences are on the rise and showcase artistry, retail stores and products in a way that prioritizes virtual engagement when in-person engagement isn't an option.

Insight - Now that retail and entertainment industries have undergone rapid changes that, in some cases, will remain indefinitely, consumers are re-thinking what they value when it 
comes to branded engagement. Now that they're not going out of their way to seek experiences out, they expect that brands seamlessly integrate them into the habits they're already 
taking part in--gaming and social media are two areas in which this can be done.
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In-Game Experienceo
Brands market their products and offerings with in-game experiences

How is your brand adapting to changed 

consumer needs and expectations?

Overlooked Opportunity 60: Workshop Question Copyright ©
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Boomer Techo
Apps that are typically used by younger demographics see a boost among seniors

Remote Storytelling Platforms
Goodnight Zoom Connects Isolated Seniors with 

Children

Boomer-Targeted Yoga Apps
Yoga for Seniors & Adults is an App that Helps with 

Mobility

Increased Engagement Multimedia Apps
Snapchat is Seeing a High Growth Rate Among Boomer 

Users

Video App Market Expansions
The Houseparty App is Seeing an Increased User Base 

Among Boomers

Trend - With COVID-19 being risky for senior citizens in particular, stay-at-home orders are especially important to keep this demographic safe. Thus, they're having to adapt just as much 
as everyone else when it comes to staying healthy and connected with others. As a result, brands that offer online services like virtual exercise and conferencing are seeing a boost in 
senior engagement.

Insight - In many ways, senior citizens have been hit harder than other demographics when it comes to the COVID-19 pandemic. On top of being more likely to face serious consequences 
as a result of contracting the virus, they've also been more psychologically harmed by the isolation that's been imposed on people around the world, particularly those who live in care 
homes. Thus, those who have the capacity to engage in the platforms that are keeping people entertained and connected are going to be a priority for this older generation as well.

4.7
Score

Popularity

Activity

Freshness
Copyright ©

All Rights Reserved

Experience

Catalyzation

4 Featured, 36 Examples

93,306 Total Clicks

URL: Hunt.to/430467



Boomer Techo
Apps that are typically used by younger demographics see a boost among seniors

How is your brand finding ways to engage 

under-served demographics?
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Antimicrobial Extensiono
Companies are eliminating unnecessary contact with portable gadgets

Stylish Multi-Purpose Hygiene Tools
PLEASURES and SafeTouch Released a Claw-Like 

Multi-Tool

Antimicrobial Multipurpose Hand 
Gadgets

The Corohook Helps Users Avoid Contact With 
Public Surface

Anti-Contact Keychains
The KeySmart 'CleanKey' is Made from Antimicrobial 

Copper Alloy

Slim Copper Door Openers
The 'SANITAS' Antibacterial Hygiene Card Can be Stored 

Easily in a Wallet

Hygienic EDC Keychains
The 'Stay Safe Carabiner' Opens Doors, Presses Buttons and 

More

Trend - With the COVID-19 outbreak, brands are launching antimicrobial designs that help consumers eliminate unnecessary contact. These designs act as an extensions of the hand to 
limit contact with any lingering bacteria on public surfaces such as door handles and shopping carts.

Insight - The global threat of COVID-19 raises concerns for hygiene and sanitation more than ever before. Consumers are more conscious of what they come in contact with and are 
mindfully eliminating any germs from spreading. As a result, they turn to products that prioritize hygiene in ways that seamlessly blend into daily life.

8.4
Score

Popularity

Activity

Freshness
Copyright ©

All Rights Reserved

Hybridization

Curation

Catalyzation

5 Featured, 33 Examples

63,462 Total Clicks

URL: Hunt.to/430204



Antimicrobial Extensiono
Companies are eliminating unnecessary contact with portable gadgets

How can your company develop products 

that adapt to life after COVID-19?
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Virtual Mallso
Brands are launching online re-creations of shopping malls and storefronts

Online Shopping Cities
Dubai Commercity is a Free Trade Zone Dedicated 

to eCommerce

Virtual Storefront Platforms
Streetify Gives Consumers Access to Virtual 

Storefronts

Virtual Shopping Malls
New Zealand Company, EPIC, Recently Launched a 

Virtual Mall

Virtual Reality Shopping Malls
Alliance Studio Debuted a 3D Virtual Shopping Mall

Trend - Amid the COVID-19 pandemic, brands are launching virtual shopping centers to recreate the traditional shopping experience online. These range from virtual street fronts to 
large-scale digital shopping centers and allow owners to showcase their products to a niche, virtual community.

Insight - The COVID-19 pandemic has forced many consumers to remain indoors, without the opportunity to easily acquire the goods they had access to before. Many consumers are 
looking for streamlined and convenient solutions to continue their previous shopping habits and are turning to brands to provide a curated selection of products to browse.
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Virtual Mallso
Brands are launching online re-creations of shopping malls and storefronts

How can your brand leverage online 

communities to showcase its products or 

services?
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Live E-Commerceo
Live shopping experiences allow consumers to view as their items are selected

Live Shopping Apps
HelpJess Connects Consumers to Brick-and-Mortar Retail Staff

Shopping Party Apps
Dote's Live Shopping Platform Lets Influencers Host Events

Live Shopping Services
Live Shopper Lets Customers See Their Groceries Being 

Hand-Picked

Live Streamed Shopping
Livescale is an eCommerce Platform That Displays Live 

Streaming Videos

Trend - Live shopping apps and platforms offer a new way for consumers to engage with the e-commerce industry, allowing them to view their purchases as they're being made as an 
added form of interactivity.

Insight - Consumers are turning increasingly to e-commerce for the convenience those shopping experiences offer. However, the e-commerce industry isn't often able to replicate the 
more playful and interactive aspects of shopping that brick-and-mortar allows. Thus, consumers are increasingly turning to e-commerce brands that are able to merge the convenience of 
online shopping with the interactivity of in-person shopping. 
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Live E-Commerceo
Live shopping experiences allow consumers to view as their items are selected

How could your brand enhance its e-

commerce experience for customers?

Overlooked Opportunity 64: Workshop Question Copyright ©
All Rights Reserved



Dining Protectiono
Restaurants are adopting design solutions for dine-in experiences post-COVID-19

Isolated Dining Booths
Mediamatic ETEN is Exploring the New Normal for 

Restaurants

Transparent Dining Barriers
Penguin Eat Shabu Boasts Safety Measures During 

Restaurant Reopening

Social Distancing Dining Shields
The Conceptual 'Plex’Eat' Visor Lamp Enables Dining with 

Friends

Outdoor Restaurant Design Kits
David Rockwell Helps NYC Restaurants Adapt to Outdoor 

Dining

Portable Pop-Up Privacy Screens
The 'Ventaglio' Privacy Screen Divides Desks and Dining 

Areas

Trend - As government-imposed COVID-19 restrictions on non-essential businesses are eased, restaurants begin to reopen for dine-in experiences. Prioritizing safety concerns of both 
guests and staff, these establishments look for design solutions that can be applied in an efficient and cost-effective manner.

Insight - Many have grown nostalgic about experiences that were made unavailable due to government-imposed COVID-19 measures. As these restrictions are gradually lifted, consumers 
become increasingly excited about the prospect of returning to pre-pandemic lifestyles. Many, however, are mindful of the health risk that exists outside of the home and as a result, are 
looking to engage in activities while respecting the guidelines for physical distancing and safety.
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Dining Protectiono
Restaurants are adopting design solutions for dine-in experiences post-COVID-19

How might your business adapt to 

guidelines for physical distancing in a post-

lockdown environment?
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Restaurant Groceryo
Restaurants are now offering delivery and pick-up of grocery essentials

Restaurant Grocery Deliveries
Earls Restaurant + Bar Debuted the New Earls Grocery Program

Restaurant-Branded Grocery Pick-Ups
Local Public Eatery is Now Offering to Sell Grocery Staples

Restaurant Essentail Item Pivots
JOEY Restaurants is Now Selling Grocery Staples and Home 

Products

Converted Restaurant Grocery Stores
Pai Toronto Debuted a New Food Market with Essential 

Goods

Trend - Since the introduction of social distancing, restaurants have had to pivot from dine-in service to take-out only and many have opted to sell their food products to provide 
consumers access to essential groceries. Various restaurants are now offering curbside pick up and delivery options for these goods.

Insight - Amid the COVID-19 pandemic, many consumers are finding it difficult to access essential items. In addition, consumers are still cautious of entering stores for fear of catching the 
virus and in-store restrictions have made grocery shopping more difficult. Consequently, consumers are turning to brands that are able to provide them convenient alternatives to their 
standard shopping habits.
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Restaurant Groceryo
Restaurants are now offering delivery and pick-up of grocery essentials

How can your brand pivot its services to 

meet the needs of consumers during 

challenging times?
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Virtual Wineryo
Brands are taking the wine vineyard experience to a curated digital space

Virtual Tasting Experiences
Aperture Cellars' Wine Tasting Comes with a Chef-

Led Cooking Session

Virtual Wine Tastings
ACME Fine Wines is Holding By-Appointment-Only 

Virtual Tastings

Virtual Wine Tastings
Walsh Family Wine is Hosting a Virtual Series Called 

DRINKWELL on Facebook

Custom Virtual Wine Tastings
Bouchaine is Offering 50 Minute Wine Tastings in Three 

Options

Trend - With the global COVID-19 outbreak, many experience-based brands have pivoted to online platforms to stay afloat. Experiences such as wineries are customizing curated 
experiences to be enjoyed in one's own home through doorstep delivery and online appointment walk-throughs.

Insight - With the physical constraints of the global pandemic, consumers are craving special experiences for a sense of excitement and normalcy. As a result, they seek out curated 
programs online that can be enjoyed at a safe distance, especially those that offer sensorial excitement as a reminder of life before COVID-19.
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Virtual Wineryo
Brands are taking the wine vineyard experience to a curated digital space

How can your brand pivot strategies to 

cater to uncertain circumstances?
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Pandemic Homemakingo
Brands facilitate homemaking projects for people who are physically distancing

DIY Cardboard Home Competitions
Dezeen Helps Launch the Samsung Out of the Box 

Competition

Branded Quarantine Fort Campaigns
IKEA's Quarantine Campaign Shows How to Make 

Furniture Forts

Indoor Creativity Workshops
Dolce & Gabbana's #DGFattoInCasa Fosters Creativity at 

Home

DIY Home Murals
Liz Kamarul Inspires Followers to Undertake DIY Painting 

Jobs During Quarantine

Trend - As many continue to physically distance and work from home under shelter-in-place orders, they're taking on homemaking projects to pass the time. Brands are facilitating this 
process by offering everything from designer creativity workshops to platforms that teach consumers how to make their own murals.

Insight - Under quarantine or physical distancing orders, passing the time in a way that's safe and productive is of concern to many consumers. Taking on projects at home, for example, 
gives consumers the opportunity to create something new out of a stressful situation, improve their home environments, or simply follow through on plans that they've been putting off 
due to a lack of time.
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Pandemic Homemakingo
Brands facilitate homemaking projects for people who are physically distancing

How could your brand facilitate at-home 

projects and services?
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Sanitation Healtho
Post-COVID, hand sanitizer will be viewed as an essential skincare item

Skincare-Based Hand Sanitizers
FaceTory's Dreamy Jelly Hand Gel Protects Against 

Threats & Dryness

Next-Gen Sanitation Kits
Kiran Zhu Created a Kit to Improve Public Hygiene 

Habits

Hyaluronic Hand Sanitizers
Tan-Luxe's Hand-Luxe Cleansing Drops Support the Front 

Line

Aloe-Infused Sanitizer Gels
TRULY Beauty's Germ Killin' Gel is Protective & Aesthetically 

Pleasing

Trend - Amidst the COVID-19 pandemic, hand sanitizer sales have shot up. Brands in this space, as well as skincare brands, are now offering upscale versions of hand sanitizer that offer 
skincare-like branding and benefits. This shift speaks to how the ongoing pandemic will turn hand sanitizer into an ongoing part of consumers' skincare routines.

Insight - As shelter-in-place orders slowly lift and economies around the world cautiously reopen, there are aspects of the COVID-19 pandemic that will remain a part of consumers' 
psyche. Even once there's a vaccine available, things like heightened personal hygiene will likely remain a part of many people's day-to-day. These consumers will seek out products and 
services that allow them to easily incorporate these routines into existing ones.  
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Sanitation Healtho
Post-COVID, hand sanitizer will be viewed as an essential skincare item

How is your brand planning for post-COVID 

behavioral changes?
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Distant Playgroundo
Playground designs are altered to align with social distancing policies

Outdoor Distancing Rings
The Beach Ring Creates a 12-Foot Diameter Social 

Distancing Circle

Distancing Playground Concepts
Rimbin's Design Helps Kids Play Together But Apart

Self-Driving Mobile Playgrounds
Nendo Introduces an Interesting Use for 

Autonomous Vehicles

Safe Distance Park 
Designs

NYC's Domino Park Paints 
Large Circles to 

Encourage Social 
Distancing

Social Distance 
Floor Designs

Milliken Has Launched a 
Product to Assist in 

Keeping People Apart

Trend - As summer approaches, the threat of the global COVID-19 pandemic will still require safety precautions to be taken in public spaces. As a result, public parks and playgrounds are 
developing secure design concepts so that citizens can still enjoy the outdoors comfortably.

Insight - The COVID-19 pandemic has halted or limited many public functions for safety purposes. Due to this, consumers are looking for a sense of normalcy in their routine and search 
for ways to enjoy public locations with social distancing policies in place. They favor outdoor designs that monitor safety and offer a sense of normalcy that reminds them of pre-COVID 
life.
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Distant Playgroundo
Playground designs are altered to align with social distancing policies

How can your company pivot experiences to 

meet local and global safety standards?
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Pop-Up Adaptationo
Brands are launching virtual pop-ups to connect with consumers during COVID-19

Charitable Online Pop-Up Shops
Ted Baker Launched 'Ted's Bazaar,' Featuring 

Exclusive Products

Virtual Fragrance Pop-Ups
Calvin Klein Created a Virtual Store & Interactive 

Experience on Tmall

Luxe Online Beauty Boutiques
Chanel's Pop-Up Beauty Store Offers Makeup, 

Skincare and Fragrance

Virtual Spring Pop-Up Markets
Sunnyside Shines BID Launched Its Market Via 

Facebook Live

Trend - Brands that have traditionally relied on physical pop-ups as a way to connect with their fans are now launching timed activations in the digital space. From charitable experiences 
to luxury online boutiques, this approach creates diversity in the e-commerce space.

Insight - Many rely on shopping as therapy and internalize non-essential purchases as a way to soothe anxiety or boost confidence. Since the restrictions of lockdown make it so that 
consumers can't physically indulge in such experiences, many turn to the digital space in search of alternatives. In doing so, consumers aim to replicate the real-life shopping ritual, which 
they are increasingly nostalgic about.
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Pop-Up Adaptationo
Brands are launching virtual pop-ups to connect with consumers during COVID-19

What in-person features can you integrate 

to diversify and personalize the e-

commerce experience?
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Post-Crisis Retailo
Brick and mortar spaces will likely undergo long term changes post-COVID

In-Store Occupancy Monitors
The SmartOccupancy System Tracks the Number of 

People in a Store

Contactless Sampling Kiosks
Vengo's Digital Kiosks Promote Discovery, Wellness 

and Safety

Plexiglass Checkout Protectors
The SafetyGuard Plastic Shield Protects Employees and 

Shoppers

Contactless Digital Currency Payments
LG CNS' Facial Recognition Payments Combine AI & 

Blockchain

Trend - After the restrictions on public movement due to COVID-19 have eased or lifted around the world, retail spaces will still require additional safety measures in order to keep 
infection risks at a minimum. This will occur (and is already occurring) in the form of contactless payment systems, limiting customers in-store, and redesigned layouts that enforce 
physical distance between customers.

Insight - With physical distancing restrictions likely to be lifted before there's a vaccine for COVID-19, governments, brands and consumers alike are concerned about a resurge in 
infections when life goes back to the way it once was. Preventing this is of utmost concern for most, and so certain measures that lower risks are being considered by companies and 
institutions. Even once the crisis has resolved itself with a vaccine, the psychological mark it'll leave on people who's lives have been disrupted drastically because of this crisis will likely 
remain, causing brands to act accordingly.
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Post-Crisis Retailo
Brick and mortar spaces will likely undergo long term changes post-COVID

How is your brand preparing for a post-

COVID world?
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Cosmetic Shifto
Cosmetic brands are quickly adapting to emerging needs amidst the COVID-19 pandemic

Virtual Facial Workouts
FaceGym Created a Virtual Exercise Platform for 

At-Home Facial Workouts

Freelancer Beauty Opportunities
Lookfantastic Opens Influencer Programme to 

Struggling Freelancers

Virtual Skincare Consultations
Lush Now Offers Personal Consultations for 

Consumers Over the Phone

Political Lipstick Relief Efforts
LipSlut Will Donate 100% of Profits to COVID-19 

Relief Efforts

Trend - As consumers continue following stay-at-home orders, the cosmetic industry is shifting to adapt to emerging needs. Whether selling products and donating to COVID-19 relief, or 
offering virtual versions of their services, these brands are showcasing how non-essential industries are remaining relevant in the midst of this crisis.

Insight - With consumers now spending the majority of their time at-home, the forms of escapism they used in the past, like self-care, remain relevant. If anything, people are more likely 
to take part in the routines that make them feel more confident--as taking care of their health and even appearance offers comfort for those who do so. Knowing this, brands in this 
space are adapting to the new normal by offering consumers adaptable, at-home versions of these services, or by aiding those who rely on them for their incomes.
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Cosmetic Shifto
Cosmetic brands are quickly adapting to emerging needs amidst the COVID-19 pandemic

How is your brand adapting to the COVID-

19 crisis?
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Senior-Specific Shoppingo
Grocery brands launched initiatives to keep vulnerable shoppers safe

Senior Food Delivery Initiatives
LifeCrates is a Non-Profit That Supports Low-

Income Seniors

Senior-Specific Shopping Hours
Costco Launches a Dedicated Shopping Hour for 

Seniors Amid COVID-19

Senior Grocery Delivery Initiatives
The H-E-B Senior Support is in Partnership with Favor 

Delivery

Off-Peak Shopping Initiatives
Buehler’s Fresh Foods is Offering 'Best Time to Shop' on its 

Website

Trend - The COVID-19 pandemic has drastically changed consumers' shopping habits and has lead many seniors to fear for their health when making a simple trip to the grocery store. In 
an effort to accommodate this vulnerable population, grocery stores have launched senior-specific shopping initiatives designed with their safety in mind.

Insight - Uncertainty and fear are prevalent among consumers during COVID-19, and these concerns are greatly exacerbated for vulnerable populations and their families. Brands have 
responded by curating specific retail specifications to help keep this demographic safe, authentically showing their compassion for their community. This appeals to consumers whose 
brand loyalties lay in those they find trustworthy and community-centric.
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Senior-Specific Shoppingo
Grocery brands launched initiatives to keep vulnerable shoppers safe

How can your brand cater to vulnerable 

populations during COVID-19?
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Virtual Baro
Alcohol-branded virtual bars give people the opportunity to socialize as they once did

Immersive Virtual Bars
Budweiser's Virtual 'My Bar' Platform Lets People 

Visit Favorite Venues

Online Bar Experiences
BrewDog Open Arms Shares Quizzes, Puzzles and 

Cook-a-Longs

Charitable Virtual Happy Hours
Molson Canadian Launched a New Campaign to 

Support Local Bars

Virtual Bar 
Experiences

Virtual Beer-
Branded DJ 

Sessions

Virtual Bar Events

Trend - Though not quite as fulfilling as having in-person bar experiences, virtual bars amidst the COVID-19 pandemic are the next best thing for people looking to consume alcohol and 
socialize with others. These virtual bar experiences are being created by well-known alcohol brands as both a marketing tactic and a way to bring people together.

Insight - As people around the world continue to live under regulated physical distancing measures, many are longing to take part in the recreational habits that they once did without 
restrictions. Now, stay-at-home orders have prevented people from engaging with others in the way they’re accustomed to. Turning to virtual experiences gives these consumers a way 
to connect with friends, loved ones and even strangers—all in order to regain a sense of normalcy.
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Virtual Baro
Alcohol-branded virtual bars give people the opportunity to socialize as they once did

How is your brand connecting with its 

customers right now?
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Pandemic Lonelinesso
Brands look to combat loneliness amidst the COVID-19 pandemic

App-Based Support Groups
The Lyf App is the World's Largest Virtual Support Group

Online Remote 
Worker 

Communities

Pen Pal Campaigns

Conversational 
Community Apps

Virtual Influencer 
Health Campaigns

Distancing Video 
Chat Apps

Virtual Pride Events

Trend - With physical distancing measures preventing people from being able to go out and socialize as they once did, brands are looking to combat the worsening feelings of loneliness 
that people around the world are dealing with. Apps and services that bring people together remotely are able to aid in maintaining the mental health of consumers.

Insight - COVID-19's far-reaching impact is more than a physical threat, it has impacted everything from people's financial stability to their social habits. Prior to the pandemic, self-
reported loneliness around the world was already on the rise--a fact that's worsened with physical distancing measures in place. Where before isolated individuals could at least leave the 
home in order to feel more connected to others, that's currently not an option. Thus, people struggling with loneliness are looking for ways to connect with others and are turning to 
brands that facilitate that process.
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Pandemic Lonelinesso
Brands look to combat loneliness amidst the COVID-19 pandemic

How is your brand helping consumers 

navigate uncertainty and instability?
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Food Charityo
The food and beverage industry aims to support people amidst the COVID-19 crisis

Charitable Coronavirus Cookbooks
The New Family Meal Cookbook Supports 

Restaurant Worker Relief

Social Distancing Bbq Ad
Oscar Mayer is Encouraging Social Distancing in a 

New Charitable Campaign

Distillery Hand Sanitizer Production
Toronto's Spirit of York is Producing Hand Sanitizer

Senior Food 
Delivery Initiatives
LifeCrates is a Non-Profit 

That Supports Low-
Income Seniors

QSR-Branded 
Charitable 
Donations

Starbucks Canada 
Donates $1M to Help 
Canada’s Food Crisis

Trend - Brands within the food and beverage space are aiming to reduce the impact of COVID-19 on communities by contributing in various ways. Whether it's shifting production to 
create hygiene products, donating to relief efforts or trying to improve community morale, these brands are looking to do their part in reducing consumer stress in unprecedented times.

Insight - The mental, physical and economic uncertainties people are currently facing have had an impact in a number of ways. Consumers are dealing with illness or setbacks to their 
mental health, and many are struggling financially as lay-offs and suspensions to the economy take their toll. Though branded intervention isn't a cure-all, people are looking for both 
small and large ways to either support others, or to receive the support they need--and brands facilitating that process leave an impression.
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Food Charityo
The food and beverage industry aims to support people amidst the COVID-19 crisis

How could your brand contribute to COVID 

relief efforts?
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ASMR Soothingo
ASMR services specific to COVID-19 aim to soothe people's anxieties

Relaxing Chip-Dipping Videos
The 'Moe's Queso Relaxation' Video Features Eight 

Hours of Footage

Pandemic-Themed ASMR Videos
ASMR Darling Launched an Anxiety-Reliving, 

COVID-19 Video

Bespoke Relaxing Video Soundscapes
Old Pulteney Launched the 'From Couch to Coast' 

to Help Relax

ASMR Mental 
Health Apps

ASMR Car Wash 
Videos

Relaxing ASMR 
Videos

Trend - Autonomous sensory meridian response (ASMR) content has been popular on social media and even among branded campaigns for some time now. Now, creators are offering 
ASMR content in direct response to the COVID-19 crisis--aiming to give people a brief escape from the stress they may feel.

Insight - In what is undoubtedly a stressful time for most people around the world, consumers are looking for new ways to self-soothe in order to contain their anxieties. Though some 
are turning to more formalized methods of maintaining their mental well-being--like therapy apps--others are opting for more creative engagements they can use as forms of escapism 
during this time, without the stress of facing another commitment that requires upkeep.
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ASMR Soothingo
ASMR services specific to COVID-19 aim to soothe people's anxieties

How is your brand helping consumer 

anxiety at this time?
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Mixed-Reality Charityo
Companies are engaging consumers with AR and VR-powered relief efforts

Virtual Jewelry Showrooms
The House of Luxury Presents Brands with an 

Interactive Experience

Charitable Luxury Racing Events
The SRO ESPORT GT SERIES CHARITY CHALLENGE 

Fights COVID-19

Crypto-Powered Augmented Reality Apps
The Triffic App Now Enables Users to Raise Funds for WHO

AR Currency Scanning Filters
The New Snapchat Filter Encourages Users to Donate to 

COVID-19 Relief

Trend - Ongoing relief efforts are being launched to ease some of the consequences of the COVID-19 pandemic. Many brands and organizations are opting for immersive technology—
particularly augmented reality and virtual reality—to capture the attention of consumers.

Insight - The COVID-19 pandemic has created a global sense of unity as people around the world are connected by similar disruptions to everyday life. Motivated by a sense of empathy 
and a desire to overcome a shared obstacle, individuals are feeling disposed toward donating to community relief efforts. Since many consumers are predominantly spending their time 
online, the demand for charitable initiatives is paired with a desire for a gamified experience.
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Mixed-Reality Charityo
Companies are engaging consumers with AR and VR-powered relief efforts

How might your brand advocate for relief 

efforts amid a crisis?
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P2P Supporto
Peer-to-peer support becomes a lifeline for communities overcoming COVID-19

Crowdsource-Powered Pandemic Tools
HeroX Launched a Resource Hub to Share Details About COVID-19

App-Based Support 
Groups

The Lyf App is the World's 
Largest Virtual Support 

Group

Senior Food 
Delivery Initiatives
LifeCrates is a Non-Profit 

That Supports Low-
Income Seniors

Crowdsourced 
Grocery Store Apps
The Covidmaps Platform 

Informs Users About 
Store Operations

Social Media 
Community-

Support-Tools
Facebook Added New 
Tools to the Platform's 
Community Help Tab

Trend - Individuals are looking for ways to help others amidst the COVID-19 pandemic, and brands are increasingly offering tools and resources that facilitate supportive interactions 
between people and communities.

Insight - As the world battles the ongoing health crisis, people are being impacted in many ways. Outside of health--lifestyle disruptions, the risks of leaving the home, and the negative 
impact on mental health are all obstacles that millions around the world are currently facing. Peer-to-peer support looks different right now, but consumers are looking to help others in 
the ways they can--whether that's in offering their time or their expertise. This surge in charitable endeavors comes as consumers look for positive things they can control, at a time when 
there's not a lot they're able to. 
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P2P Supporto
Peer-to-peer support becomes a lifeline for communities overcoming COVID-19

How is your brand facilitating community 

support at this time?
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Digital Milestoneo
Consumers are celebrating important events digitally

Curated Digital Event Kits
The KikiKit Boasts Six Kits for Celebration During 

COVID-19 Lockdown

Virtual Beachside Weddings
A Couple Opts for a Virtual Wedding in Animal 

Crossing: New Horizons

Legalized Video Conference Marriages
Online Marriages are Now Legal in New York City

Avatar Robot Graduation Ceremonies
The Newme Avatar Robots Were Used for a 

Ceremony in Japan

Trend - Brands are offering their products as a way for consumers to connect during a time of physical distancing. As the pandemic continues, these tools are further tailored and 
customized to carry out increasingly important events—such as graduation and wedding ceremonies—in the digital space.

Insight - The restrictions imposed by governments as a result of the ongoing pandemic have left many consumers without a sense of control. In an attempt to regain their agency, 
individuals are choosing not to defer important events and milestones in their lives and instead, are finding new alternative ways to celebrate them while keeping safety in mind. In 
addition, this gives consumers something to look forward to amid a time of uncertainty which can be straining for mental health.
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Digital Milestoneo
Consumers are celebrating important events digitally

How could your brand ease consumer 

lifestyle tensions during a time of crisis?

Overlooked Opportunity 81: Workshop Question Copyright ©
All Rights Reserved



Carbon Offseto
The food and beverage industry adopts carbon-offsetting measures

Delivery-Only Sushi Restaurants
Krispy Rice is Only Available to Order Via Food 

Delivery Platforms

Carbon-Offsetting Coffees
Zero Carbon Coffee's 12-Ounce Bags Offset 100 lbs 

of Carbon

Carbon-Offsetting Meal Kits
HelloFresh is Working with Terrapass to Reduce 

Environmental Impact

Carbon-Neutral Water Brands
Evian Has Announced Carbon Neutrality Certified by the 

Carbon Trust

Trend - As carbon-neutral and offsetting production processes take hold in brands trying to limit their impact on the environment, the food and beverage industry is adopting the same 
processes. Everything from meal kit to water bottle brands are taking on new measures in order to slow down environmental damage.

Insight - As the stakes for climate change remain high, consumers are increasingly understanding their role in reducing environmental damage through their own consumption habits. 
These individuals turn to brands that value and prioritize eco-friendly production, so that they can live their lives in the way they're accustomed to, while also minimizing their impact on 
the environment. 
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Carbon Offseto
The food and beverage industry adopts carbon-offsetting measures

How could your brand better prioritize eco-

friendly production?

Overlooked Opportunity 82: Workshop Question Copyright ©
All Rights Reserved



Tween Connecto
Brands are launching initiatives to help Gen Z stay social and mindful

AR Social Distancing Lenses
Snapchat Created New COVID-19 Lenses in 

Collaboration with the WHO

Pen Pal Campaigns
L.O.L. Surprise! is Helping Kids Connect While 

Social Distancing

Self-Care Live Chat Series
Netflix and Instagram Partner for the 'Wanna Talk About It?' 

Series

Kid-Friendly Social Distancing Tips
Cartoon Network Launched the CNCheckIn Initiative for 

COVID-19

Safety-Encouraging App Games
Zenly's Stay At Home Challenges Gamifies Social Distancing

Trend - Many brands are releasing various interactive and kid-friendly initiatives to highlight the importance of physical distancing during COVID-19. These launches have the objective to 
inform kids about the health pandemic, as well as to keep them connected with their friends.

Insight - Gen Z consumers are at an age where they are socially flourishing and as a result, many are finding it difficult to get accustomed to the need for physical distancing, often 
becoming restless at home. While some contemporary communication tools are not built for younger audiences, there is now a demand for accessible and kid-friendly activations that 
allow users to connect with their friends in creative and entertaining ways. Since these types of innovations allow Gen Z to be socially active while still maintaining a proper distance, such 
tools can often have a stress-relieving effect.
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Tween Connecto
Brands are launching initiatives to help Gen Z stay social and mindful

How is your brand addressing consumer 

concerns in socially trying times?

Overlooked Opportunity 83: Workshop Question Copyright ©
All Rights Reserved



Distance Designo
Design and tech enforce physical distancing practices in public settings

Wearable Workplace Safety Devices
Proxxi Created a Wearable Gadget for Workplace Distancing

Physical Distance Retail Monitors
The Indyme 'SmartDome' Tracks Shopper Movements

AR Social Distancing Lenses
Snapchat Created New COVID-19 Lenses in Collaboration 

with the WHO

No-Contact Shopper Initiatives
Giant Food is Introducing One-Way Aisles to Curb Customer 

Contact

Trend - Brands are creating or re-designing products and spaces that force mindfulness when people are too close to one another, encouraging safety as the COVID-19 pandemic 
continues. Whether they're retail space designs that enforce space between customers or tech innovations that serve as reminders to keep a distance, these alterations aim to enhance 
public health.

Insight - Though people around the world are staying indoors, there remain instances where people must leave the house--whether shopping for essential goods or exercising. If 
consumers are out in public without taking reasonable precautions, they're risking their own health and the health of others. Thus, products/services/designs that keep them mindful of 
distance are currently crucial. 
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Distance Designo
Design and tech enforce physical distancing practices in public settings

How could your brand take measures to 

promote public health right now?

Overlooked Opportunity 84: Workshop Question Copyright ©
All Rights Reserved



Remote Engagemento
New tools are helping businesses facilitate team-building exercises and rewards

Virtual Team-Building Games
Wildly Different Expands Its Roster of Team-

Building Exercises

Remote Worker-Connecting Apps
The Donut App Nudges Team Members to Grab 

Coffee, Donut and More

Employee Virtual Pizza Parties
Planetary Playfully Adds Value to the Remote 

Meetings of Businesses

Remote Employee Stipends
Hoppier for Remote Employees is Flexible for 

Supporting Workers

Trend - Different tools are being deployed to help companies facilitate a meaningful connection between remote employees. Whether it is grabbing a virtual coffee with peers, enjoying 
multi-player games as a team, or simply rewarding someone for a job well-done, these types of tools assist in the facilitation of a healthy and engaging work environment for all.

Insight - When working remotely, individuals can feel socially isolated from the team as a whole and this may negatively impact the collaboration process between team members. Since 
the number of remote workers in the job field is steadily increasing,  there is now a demand for innovative ways to ensure these employees feel connected and valued at the company. In 
such environments, individuals are more encouraged and better disposed toward sharing ideas and working with one another.
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Remote Engagemento
New tools are helping businesses facilitate team-building exercises and rewards

How might you facilitate your team's 

remote culture?

Overlooked Opportunity 85: Workshop Question Copyright ©
All Rights Reserved



Reactionary Healtho
Therapeutic platforms offer coping techniques for those dealing with COVID-19

Free Mental Health Coaching
Wellnite is Helping Those Impacted by COVID-19 

with Free Sessions

Pandemic-Themed ASMR Videos
ASMR Darling Launched an Anxiety-Reliving, 

COVID-19 Video

Coping-Focused Social Platforms
Snapchat Added Mental Heath Tools Focused on COVID-19 

Coping

Free Pharmacy Wellness Programs
Shoppers Drug Mart is Offering Free Mental Health 

Program Access

Trend - Platforms and videos that are designed to offer people coping mechanisms to deal with depression and anxiety are on the rise as brands aim to reduce some of the psychological 
consequences that will result from the COVID-19 pandemic.

Insight - The COVID-19 pandemic has changed the lives of billions of people around the world, and the new normal consumers are facing is psychologically draining. Between people 
losing their means of income, worrying about their health and the health of their loved ones, and experiencing social isolation that's only somewhat alleviated by virtual means of 
connectivity--people's mental health is currently at-risk. Accessible ways to cope amidst the indefinite uncertainty offer consumers some respite while they get accustomed to the 
changes happening around them. 
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Reactionary Healtho
Therapeutic platforms offer coping techniques for those dealing with COVID-19

How is your brand alleviating the stress that 

COVID-19 has brought to your customers or 

employees?

Overlooked Opportunity 86: Workshop Question Copyright ©
All Rights Reserved



Retail Pivoto
Retail brands switch their production processes to provide for hospitals

Production Change-Inspired Ads
New Balance is Now Making Masks to Meet Supply 

Demand Amid COVID-19

Luxury Surgical Mask Productions
Balenciaga and Saint Laurent Will Now Produce 

Surgical Masks

Retail Giant-Made Medical Supplies
H&M Partnered with the EU to Produce Medical 

Supplies

Skincare Medical-Grade Disinfectants
Nivea-Maker Beiersdorf Changes Production to 

Fight COVID-19

Trend - As the COVID-19 pandemic continues to impact people around the world, issues like medical supply shortages are slowing down relief efforts. Retailers are aiming to mitigate this 
problem by switching production to create Personal Protective Equipment and medical-grade disinfectants for hospitals and medical staff.

Insight - As people around the world try to navigate through social distancing policies instituted by governments to reduce the spread of COVID-19, an "all hands on deck" mentality has 
emerged globally. The personal sacrifices, both big and small, that people around the world are forced to make as a result of the pandemic have resulted in brands doing the same. 
Brands that choose to restructure production so they're contributing to current global deficits are able to make a difference while generating positive brand perceptions. 
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Retail Pivoto
Retail brands switch their production processes to provide for hospitals

How is your brand contributing to COVID-19 

relief efforts?

Overlooked Opportunity 87: Workshop Question Copyright ©
All Rights Reserved



Architectural Isolationo
Portable structures offer rest or isolation amidst the COVID-19 pandemic

Patient Care Isolation Units
Thanet Natisri Designed the Mobile Negative Pressure Isolation Units

Bio-Containing Gridshell Pods
Gregory Quinn Boasts the SheltAir as a Solution to Isolate 

Patients

Flat-Pack Healthcare Rooms
JUPE Health Has Designed Mobile Health Units for Hospitals

Virus-Containing Isolation Rooms
Panel Built Unveils Modular Isolation Rooms for COVID-19 

Patients

Trend - As COVID-19 cases increase around the world, hospitals (in the U.S. in particular) are facing limitations in supplies and space. Some brands are offering solutions in the form of 
flat-pack or modular structures that help isolate infected individuals, or provide respite for medical staff who are treating infected patients.

Insight - Two crucial aspects of overcoming the COVID-19 pandemic include avoiding contact with infected patients, and ensuring that medical staff remain healthy so they can carry out 
their duties. The difficulties that epicenters of the virus are facing around the world have much to do with hospitals being overwhelmed and lacking the supplies and capacity to deal with 
the influx of patients being admitted. Businesses that have the expertise and means to address these pressing issues have the responsibility to offer accessible solutions to help resolve 
the vast impacts of this pandemic. 
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Architectural Isolationo
Portable structures offer rest or isolation amidst the COVID-19 pandemic

How is your brand offering COVID-19 relief?

Overlooked Opportunity 88: Workshop Question Copyright ©
All Rights Reserved



Isolated Datingo
COVID-19 is rapidly changing how people date in the modern day

Safe Distance Dating Apps
The Tinder Passport Feature is Now Available for All in Isolation

Self-Isolation 
Dating Apps

Quarantine Together 
Helps People Safely 
Connect from Afar

Quarantine-
Friendly Dating 

Apps
Feeld's Quarantine Core 
Helps App Users Connect 

Remotely

In-App Video Dates
Bumble's Voice and Video 

Calling Helps People in 
Quarantine Chat

Dating App 
Wellness 

Workshops
The #Open Dating App is 
Hosting 'Iso-dating 101'

Trend - While much of today's dating habits are facilitated through apps, the physical distancing that's currently required of people around the world has accelerated how people date 
through tech. Many are now keeping their romantic or intimate relationships online rather making plans to meet, and brands in this space are focusing on keeping people connected 
when they can't be together physically.

Insight - Under the current physical distancing measures, many people are no longer permitted to do anything other than essential errands outside of the home. This has put an inevitable 
strain on their ability to socialize in the way they once did--whether with friends, family or romantic interests. For now, consumers are having to curb their feelings of isolation and 
loneliness by establishing and enhancing their presence on virtual social platforms.
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Isolated Datingo
COVID-19 is rapidly changing how people date in the modern day

How is your brand empowering its 

consumer in uncertain times?

Overlooked Opportunity 89: Workshop Question Copyright ©
All Rights Reserved



Substance Responseo
Cannabis and alcohol brands pivot in light of the COVID-19 pandemic

Cannabis Dispensary Drive-Thrus
Mana Supply Co.'s Drive-Thru Encourages Safe 

Deliveries

Relaxing CBD-Rich Teas
Hatter’s Hemp Tea Helps Provide Tranquility to 

Stressed Out Sippers

Virtual Wine Tastings
ACME Fine Wines is Holding By-Appointment-Only 

Virtual Tastings

Alcoholic Restaurant Takeout Updates
Ontario Users Can Now Order Alcohol with Their 

Food Takeout

Trend - When it comes to their offerings and how they market their products, brands in the cannabis and alcohol industries are shifting gears in response to changed lifestyles and needs 
amidst the COVID-19 pandemic. Whether offering drive-thru pick-ups or virtual tastings, these brands are hoping to keep their products accessible in uncertain times.

Insight - Now that non-essential workers across North America are being asked to stay at home, the shock of a completely new reality that's descended upon them so quickly has set in. 
People affected by the crisis are trying to keep a sense of normality despite their lives being upended. Thus, they're looking for ways to adjust their routines so that they're still 
maintaining some type of normalcy, despite being at home most of the time. This has extended to everything from professional routines to entertainment-based ones. 
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Substance Responseo
Cannabis and alcohol brands pivot in light of the COVID-19 pandemic

How is your brand shifting gears to best 

support its customers in uncertain times?

Overlooked Opportunity 90: Workshop Question Copyright ©
All Rights Reserved



Virtual Tip Jaro
Online "tip jars" help to fund causes or entertainment-based activities

Virtual Pub Quizzes
Camden Town Brewery is Uniting People by Hosting Events on Social Media

Virtual Tip Jars
Ramsbury Single Estate Spirits is Helping to Support Bars, 

Restaurants & Pubs

Virtual Tip Jars
Clutch MOV is Helping to Support Service Workers 

Impacted by COVID-19

Connected Charitable Tip Jars
DipJar Has Been Updated to Make Charitable Donations 

Easier

Trend - Virtual "tip jars" are offering people some respite by funding community-building endeavors. Whether they're for charitable donations or in-support of businesses and their 
employees, these digital tip jars empower individuals and small companies without too much financial commitment from those who donate.

Insight - As the world now revolves around the interactions and transactions that take place in the digital sphere, consumers have become accustomed to even the most unlikely 
engagements now happening virtually. Whether related to socializing, careers or activism, consumers now expect that brands accommodate their desire for seamless and streamlined 
online interactions.
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Virtual Tip Jaro
Online "tip jars" help to fund causes or entertainment-based activities

How could your brand prioritize seamless 

virtual interactions?

Overlooked Opportunity 91: Workshop Question Copyright ©
All Rights Reserved



Emergency Supporto
Brands offer financial support for those affected by the COVID-19 outbreak

B-to-B Virus Financial Support
Unilever is Mobilizing to Provide Support to 

Smaller Agencies

Relief-Providing Review Platforms
Yelp and GoFundMe Created a Donation Button for 

Businesses

Ride-Hailing Financial Assistance
Uber Will Provide Assistance to Drivers Affected by COVID-

19

Small Business Benefit Concerts
Verizon is Live Streaming Benefit Concerts to Help 

Businesses

Trend - With the economic fallout that's come from the COVID-19 outbreak, some brands are looking to financially support their employees, other businesses, or people affected in 
general. At a time when lay-offs and social distancing are affecting so many, the effort of a handful of brands to help others sets a precedent for how successful businesses can contribute 
in uncertain times.

Insight - The COVID-19 outbreak is a crisis that's unprecedented in modern history, and for many consumers, it's exposed flaws in how capitalism operates. People are increasingly 
demanding equal protection from both institutions and businesses in a system that allows for too many people to live without reasonable financial comfort--and certainly doesn't leave 
room for them to afford losing their jobs in the midst of global crisis. Brands that acknowledge and aim to mitigate this fact set a precedent for what non-exploitative capitalism looks like. 
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Emergency Supporto
Brands offer financial support for those affected by the COVID-19 outbreak

How is your brand offering support to 

employees and customers at this time?

Overlooked Opportunity 92: Workshop Question Copyright ©
All Rights Reserved



Accelerated Streamingo
Brands that offer streamed content are expanding their offerings

Streamlined Musician Livestreams
SoundCloud and Twitch Partnered to Provide 

Livestream Content

Free Child-Friendly Streaming Content
Amazon is Offering Free Prime Video Content 

World Wide

Three-Month-Long Free Live TV
Plex Made Its Live TV Feature Free to All in Response to 

COVID-19

Streamed Virtual Car Races
FOX Sports to Broadcast the eNASCAR Pro Invitational 

iRacing Series

QSR-Branded Streaming Service Giveaways
Popeyes is Giving Away 1,000 Netflix Accounts

Trend - Streamed content has seen growth in recent days, with the COVID-19 outbreak forcing millions of people globally to practice social distancing by staying at home. Brands in this 
space are now expanding their offerings, or offering them at free or discounted prices, in order to meet the growing demand for streamed entertainment.

Insight - As more people around the world deal with the suspension of their daily lives, having something to fill the time is crucial in order to overcome the boredom of not being able to 
go to their favorite stores, bars, or generally live their lives as they once did. At-home entertainment services are seeing a boost as a result, and are aiming to make their offerings more 
accessible to a greater number of people in this time of need. 

4.7
Score

Popularity

Activity

Freshness
Copyright ©

All Rights Reserved

Curation

Catalyzation

5 Featured, 41 Examples

28,394 Total Clicks

URL: Hunt.to/425688



Accelerated Streamingo
Brands that offer streamed content are expanding their offerings

What is your brand doing to accommodate 

its customers' new routines?

Overlooked Opportunity 93: Workshop Question Copyright ©
All Rights Reserved



Robotic Nurseo
Tech companies are upgrading various hospital procedures with robotic innovations

Robot-Staffed Hospitals
CloudMinds Deploys 12 Sets of Robot to Help a Hospital in Wuhan

Blood-Drawing Robot Designs
Researchers Designed a Robot to Take Blood Samples from Patients

Physical Therapy Assistance Robots
The KUKA LBR Med Robot Aids with Rehabilitation

Trend - Emerging from the prototyping stages for safety and efficacy, tech companies are beginning to implement their robotic innovations more broadly in the setting of hospitals. These 
robots have the capacity to support doctors during a procedure or by checking in on patients, replicating duties that are typically carried out by nurses.

Insight - Human activity can benefit from technological assistance as the intervention allows users to focus on the more important aspects of a job. Consumers become interested in such 
innovations, especially when it comes to the healthcare industry where precision and efficiency are prioritized for the peace of mind of all parties involved. As a result, the use of 
technology satisfies consumer needs which pertain to accuracy, safety, and even reassurance.
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Robotic Nurseo
Tech companies are upgrading various hospital procedures with robotic innovations

How can robotics enhance your brand's 

service or operations?

Overlooked Opportunity 94: Workshop Question Copyright ©
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Reusable Careo
Reusable skincare products reduce waste and prioritize convenience

Reusable Skincare Pads
'Let's Face It' is a Long-Lasting, Plastic-Free 

Exfoliating & Cleansing Pad

Reusable Silicone Face Masks
Elizabeth Grant's New Masks Can Be Used Over 

Another Mask or Serum

Eco-Friendly Exfoliating Sponges
The New Face Halo Body Mitt Exfoliates and 

Polishes the Skin

Reusable Facial Cleansers
Lush's '7 To 3' Facial Rounds are Biodegradable and 

Package-Free

Trend - Reusable skincare products are on the rise as brands look to reduce the amount of waste their products produce. These products come in many forms–including everything from 
facial cleansing pads to reusable silicone face masks.

Insight - As consumers begin to understand the seriousness of climate change's current and impending environmental consequences, they're seeking out ways to reduce their personal 
impact in their daily routines. For consumers, no matter how small the change, everyday rituals that are adjusted to take into account pollution reduction add up over time. 
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Reusable Careo
Reusable skincare products reduce waste and prioritize convenience

How could your brand empower customers 

to reduce their environmental impact?

Overlooked Opportunity 95: Workshop Question Copyright ©
All Rights Reserved



Delivery-Onlyo
Delivery-only restaurants streamline their processes in favor of convenience

Virtual Chicken Restaurants
Sam's Crispy Chicken is a Delivery-Only Virtual Restaurant Concept

Delivery-Only 
Restaurant 
Concepts

'Bon Appétit, Delivered' 
Shares Dishes from the 

Food Magazine

Delivery-Only Sushi 
Restaurants

Krispy Rice is Only 
Available to Order Via 

Food Delivery Platforms

Delivery-Only Diet 
Eateries

All Menu Items at 
'Whole30 Delivered' 

Simplify the Whole30 Diet

Delivery-Only 
Vegan Restaurants

Plant Nation Makes 
Elevated Options Out of a 

Virtual Kitchen

Trend - Delivery-only restaurants are increasingly becoming the norm as small business owners in the food industry look to streamline their workload while still offering excellent service 
to their patrons.

Insight - When making purchasing decisions about food, busy consumers often prioritize convenience as much as they do things like flavor, cost, and quality. These consumers are drawn 
to brands that provide them with quick and convenient service, but in a way that doesn't sacrifice the quality of the products being offered–especially when they're offered in a 
"specialty" capacity.
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Delivery-Onlyo
Delivery-only restaurants streamline their processes in favor of convenience

How could your brand prioritize 

convenience without sacrificing quality for 

its customers?

Overlooked Opportunity 96: Workshop Question Copyright ©
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LGBTQ+ Careo
Organizations are providing retirement facilities and resources for LGBTQ+ seniors

Inclusive LGBTQ-Friendly Retirement Homes
Living Out is the Ideal Place for LGBTQ Seniors

Senior LGBTQ Support Programs
Aging with Pride Educates Continuing Care Facilities About 

Diversity

LGBTQ-Friendly Retirement Communities
Tonic Living is Creating Diverse Experiences for Retirement

Inclusive Healthcare Services
CAMP Rehoboth Aims to Make the Healthcare System 

LGBTQ-friendly

Trend - In North America and Western Europe, retirement care facilities are created or updated to suit the needs of the growing number of LGBTQ+ seniors. The expertise is either 
integrated into the homes directly or comes in the form of resource updates and third-party training services for staff and current residents.

Insight - LGBTQ+ seniors are experiencing a lack of resources, support, and even some bias during their stay in continuous care, which affects their comfort levels, forcing some to hide 
their true identities. As this demographic ages, a need for better-trained retirement facilities and readily available healthcare for LGBTQ+ seniors comes to the forefront. This update is 
crucial for the maintenance of an inclusive society during the later stages of life for these individuals.
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LGBTQ+ Careo
Organizations are providing retirement facilities and resources for LGBTQ+ seniors

How could you make your product/service 

more accessible to LGBTQ+ consumers?

Overlooked Opportunity 97: Workshop Question Copyright ©
All Rights Reserved



Eco Flooringo
Innovative flooring developments prioritize sustainability

Sustainable Flat-Packed Playhouses
The Ilo Playhouse from Koto is for Children and Adults Alike

Regenerated Flooring Collections
'Coral' Flooring is Made with Fishing Nets & Plastic Bottles

Closed-Loop Sustainability Projects
Note Design Studio Debuts a Continuously Recycled Fabric

Trend - Brands in the flooring industry are beginning to adapt to the eco-conscious needs of consumers, architects, and designers by using innovative, environmentally-friendly materials 
in the flooring they create.

Insight - Consumers' growing fears over the current and impending consequences of climate change has resulted in them pursuing a wide range of solutions, both in their own lives and in 
their expectations for governments and employers. This doesn't just reveal itself in habits like reducing plastic use or donating to positive causes, but also in basic infrastructure and 
urban planning initiatives.  
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Eco Flooringo
Innovative flooring developments prioritize sustainability

How could your brand better use and 

promote sustainable solutions to climate 

change?

Overlooked Opportunity 98: Workshop Question Copyright ©
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Environmental Communityo
Sustainable community concepts focus on social and ecological advancements

Clean Energy Community Concepts
IKEA's Space10 Builds an Eco-Friendly Miniature 

Village Prototype

Experimental Social Housing Projects
A Community Development in Hidalgo Boasts 

Affordable Housing

All-Timber Neighborhoods
Henning Larsen Developed a Wooden Sustainable 

Community Design

Multi-Generational Subscription Housing
Space10 & Effekt Focus on Sharing Community 

Resources

Trend - The potential for architecture to impact and promote environmentally friendly lifestyles is huge, and brands in this space are conceptualizing communities that feature 
advancements in sustainability—in everything from materials to residents’ way of life.

Insight - As consumers think about the future of climate change and how their lives will be impacted by it, lifestyle changes both large and small are top-of-mind. However, in order for
change to actually be enforced, consumers require spaces and opportunities that empower a change in lifestyle habits. Thus, providing individuals and communities with the tools to live 
more sustainability is crucial. 

7.3
Score

Popularity

Activity

Freshness
Copyright ©

All Rights Reserved

Experience

Naturality

Catalyzation

4 Featured, 34 Examples

142,988 Total Clicks

URL: Hunt.to/421453



Environmental Communityo
Sustainable community concepts focus on social and ecological advancements

How could your brand approach 

sustainability in an all-encompassing way?

Overlooked Opportunity 99: Workshop Question Copyright ©
All Rights Reserved



Charity Skino
Developers are launching thematic skins to raise funds for philanthropic causes

Awareness-Raising Gaming Skins
A Concept Artist Created a Firefighter Skin for 

Overwatch

Charitable Gaming Skins
League of Legends is Donating 100% of Proceeds 

from Dawnbringer Karma

Charitable Limited Gaming Skins
The BCRF Launched a Charitable Skin in Overwatch: PINK 

MERCY

Charity-Focused Gaming Sidekicks
Whomper is a New Gaming Pet by Blizzard and Code.org for 

WoW

Trend - In the gaming category, a 'skin' refers to the outfit of a character. It promotes a more customizable and immersive experience by placing emphasis on aesthetics. With the 
popularity of skins in mind, developers are creating outfits and characters that will raise awareness and funds for different charities.
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Foreword

The year 2020 will be remembered for 
many things, but mostly for a pandemic 
that has altered the way we live and 
accelerated digital transformation in 
many areas. 

Last year, more than US$1 billion of 
investor money flowed into ASEAN’s 
financial technology (FinTech) scene1. 
Given the macroeconomic headwinds 
and recovery uncertainties, this year’s 
funding has dipped to US$903.65 million 
as at Q3 2020. Investors are hunting for 
‘COVID discounts’, while seeking refuge in 
safer bets. The closure of borders has also 
limited physical access for investors used 
to carrying out due diligence in person. 
With company pitches being pushed 
online, FinTech firms have had to embrace 
virtual dealmaking as the new reality. 

Against this backdrop, our fourth edition 
of the FinTech in ASEAN report examines 
how ASEAN’s FinTech firms have been 
affected by the pandemic. Given their 
nimble digital roots, how has ‘The Great 
Lockdown’ impacted their funding, 
growth plans and modus operandi?

What we have learnt is that despite 
some setbacks, many FinTech firms are 
taking the pandemic in their stride. Based 
on interviews and a survey we conducted 
among 109 FinTech firms operating in 
ASEAN, many are pruning operational 
costs, investing in fully-digitised processes, 
seeking out new markets and exploring 
new product lines to propel growth. One 
founder we spoke to has even found 
ways to start his FinTech business in a 
new market entirely virtually.
 
We have named this edition Get up, 
Rese , Go! in tribute to the enterprising 
FinTech founders and venture capitalists 
we talked to in the making of this report. 
While ASEAN’s FinTech growth story 
may have been interrupted, there is still 
tremendous belief in the region’s strong 
economic fundamentals. This is further 
evidenced by the fact that out of the top 
10 most funded FinTech firms in 
ASEAN-6 this year, a record five ASEAN 
nations are represented, hinting at an 
exciting decade ahead for the region.

Managing Director and Head,
Group Channels and Digitalisation

United Overseas Bank

Janet Young

FinTech Leader,
PwC Singapore

Wanyi Wong

President,
Singapore FinTech Association

Chia Hock Lai

t
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FinTech funding across ASEAN fell from 2019’s high but still exceeded 
2018 figures. Late stage funding (Series C and beyond) took the largest 
hit, falling to 45 per cent of total fundraising from 65 per cent in 2019. 
FinTech firms surveyed indicated that COVID-19 negatively affected 
early stage investing. Meanwhile, interviews with Venture Capital (VC) 
firms revealed a split, with some VCs staying focused on the long-term 
potential of early stage firms and others directing more resources to 
ensure their existing investments in late stage firms weathered the 
COVID-19 storm. 

The challenging macro-environment may see would-be-founders hold 
back on establishing their start-ups, unless they have committed lines 
of funding, as they wait to see how the region’s recovery will pan out.

Executive summary
Funding cools but overall
outlook remains upbeat

COVID-19 has accelerated the digital economy, creating numerous opportunities for 
FinTech firms across ASEAN. With an estimated 50 per cent of the ASEAN-6 population 
unbanked, and an additional 24 per cent underbanked2, the market opportunity is 
huge. Payments, widely seen as the starting point for a nation’s FinTech industry, 
remain the dominant FinTech sector across ASEAN-6. Based on discussions with 
FinTech firms and VCs, insurance technology (InsurTech) and alternative lending 
were additional areas they saw benefitting from COVID-19 behavioural changes.

Payments for the win

ASEAN’s FinTech firms are likely to see a ‘K-shaped’ recovery, with ‘sound’ FinTech 
firms receiving additional support from their VC backers in the form of cash and 
other non-financial support, and those not deemed ‘sound’ not attracting the 
funding required, or having to discount their valuation to attract backers. Firms 
which survive, or thrive, in the current environment are likely to be well-positioned 
for the eventual recovery, with industry players expecting a wave of mergers and 
acquisitions (M&A) in the next 18 months. Four in five FinTech firms report that they 
will continue with their expansion plans. 

K-shaped recovery

To give themselves the greatest chance of surviving in the current environment, 
FinTech firms are taking numerous steps including digitalising their internal processes, 
focusing on core areas and scaling-back on non-core activities, ensuring that they 
retain the right workforce, concentrating on growing revenues and leveraging the 
experience of their investors and sibling portfolio companies. In addition to self-
directed actions, FinTech firms are taking advantage of support packages targeted at 
businesses as part of COVID-19 relief measures offered by national governments.

Survival of the fittest
Singapore remained the regional leader in terms of funding and deal 
numbers, with Indonesia placing second. Other ASEAN markets went 
through substantial reshufflings regarding their funding places, largely 
due to the FinTech scene in these markets being overly dependent on 
one large fundraising deal. Interviews with FinTech firms and VCs largely 
reflected the positioning of Singapore and Indonesia as the leading 
ASEAN areas of FinTech activity. The former due to its well-regarded 
regulator, fundraising scene and B2B opportunities, and the latter due 
to the substantial number of unbanked people and businesses that 
FinTech firms can reach. 

Singapore continues to lead

2



Get up
Chapter 1

While overall deals and 
funding numbers are 
down, green shoots of 
recovery are emerging.
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Introduction

Since Singapore’s inaugural FinTech Festival five years ago, the 

FinTech industry across ASEAN has developed swiftly, with the 

region’s players and regulators reaching numerous milestones on 

their growth journey.

In 2017, UOB started charting the FinTech 
industry’s growth in ASEAN, where the majority 
of firms were still at the early stages of funding 
and focused on building consumer-related 
solutions. In 2018, FinTech in ASEAN: The Next 
Wave of Growth noted how FinTech firms were 
shifting their focus from end-consumers to 
corporate and small- and medium-sized enter-
prise (SME) clients. Last year, we explored the 
expansion of FinTech firms across ASEAN’s 
economically and culturally diverse markets.  

This year, COVID-19, geopolitical tensions and a 
slowing global economy have pushed new 
priorities to the forefront, fast-tracking some 
plans while disrupting others. The lockdowns 
imposed by various governments to stem the 

spread of COVID-19 accelerated digital adoption, 
as Southeast Asia welcomed 40 million new 
Internet users in 20203 – sweet news for digital 
industries. 

In this section, we review how the FinTech 
industry in the six biggest ASEAN economies 
(Indonesia, Malaysia, the Philippines, Singapore, 
Thailand and Vietnam), also known as ASEAN-6, 
performed in 2020, up till the third quarter4. 

The four other ASEAN nations – Brunei Darussalam, 
Cambodia, Laos and Myanmar – have not been 
included in the funding analysis as there were 
insufficient deals to be representative of 
funding activities5.  

Five years of FinTech
milestones in ASEAN

Explore the datahttps://www.uobgroup.com/techecosystem/news-insights-�ntech-in-asean-2020.html#milestones
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The upward trend of funding6 over the past few years slipped 
in 2020. However, funding amounts for YTD 2020 still totalled 
US$903.65 million despite the challenging economic conditions. 
This is a 20 per cent decline from the record US$1.12 billion 
raised in the same period ending September 2019, but is still 
higher than the US$818 million raised in the whole of 2018.

Impact of COVID-19 on funding 

Funding amounts in the first half of 2020 (US$657 million) 
increased relative to the first half of 2019 (US$566.5 million), 
suggesting that the worst impact of COVID-19 on funding 
amounts in ASEAN-6 was over by the second quarter of 2020. 
This coincides with signs of recovery observed in both the 
number of funding deals and funding amounts, led by Singapore, 
in Q2 2020. 

It comes despite the ASEAN-6 economies (with the exception 
of Vietnam) clocking contractions between -5 per cent to -17 
per cent7 in terms of real gross domestic product (GDP) 
year-on-year in the same quarter. 

Green shoots of recovery
in funding rounds

Figure 2    |   Total funding by month in 2019 vs. 2020 YTD

Figure 1    |   Funding in 2020 YTD dipped 20 per cent YOY

Source: Tracxn, as at 30 September 2020, accessed on 28 October 2020
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Singapore continued to attract the most FinTech investments 
within ASEAN-6, accounting for 42 per cent of the region’s 
total disclosed deals. Singapore’s ability to stabilise and to 
manage the spread of COVID-19 within its borders, along with 
its established leadership position in ASEAN’s FinTech 
landscape, may also have contributed to its continuing strong 
performance in attracting funding. 

Indonesia moved up to second spot at 20 per cent, while 
Thailand and the Philippines tied for third spot given a sharp 
increase in funding amounts year-on-year, driven mainly by three 
deals (Thailand: SYNQA - US$80 million and Lightnet - US$31.2 
million, the Philippines: Voyager Innovations - US$120 million). 

Vietnam, which received the second-highest amount of 
funding last year due to VNpay’s US$300 million deal, closed 
four undisclosed early stage deals.

Thailand and the Philippines
get a boost

Figure 3    |   Funding breakdown by country (US$), 2020 YTD vs. 2019
*Figures shown here do not include undisclosed deals

Singapore

46%

Vietnam

30%

Indonesia

21%

Thailand

2%

The
Philippines

1%

Singapore

42%
Indonesia

20%

The
Philippines

15%
Thailand

15%Malaysia

8%

US$1.36
billion

2019

US$903.65
million

2020 YTD

Singapore leads
funding numbers

FinTech funding in 
ASEAN (2016—2020)

Explore the datahttps://www.uobgroup.com/techecosystem/news-insights-�ntech-in-asean-2020.html#funding
6



There were 95 deals completed in the first 
three quarters of 2020, down from 102 deals in 
the same period last year. 

The gap between Singapore and second-placed 
Indonesia widened from 17 per cent in 2019 to 
45 per cent in 2020 YTD. This strong position may be anchored in Singapore’s 
sound fundamentals – both as a recognised traditional financial centre and as a 
global FinTech hub8 – boosting confidence for continued dealmaking in a pandemic.

Furthermore, even though almost half the FinTech firms (46 per cent) in ASEAN-6 
are headquartered in Singapore, these firms are usually regional in nature, offering 
access to ASEAN’s wider market despite travel restrictions. 

Interestingly, the second quarter of 2020 saw the highest number of deals (44), despite 
the strict movement restrictions across ASEAN. 

Circuit breaker  : 7 April—1 June 2020
Phase 1 (Safe reopening) : 2—18 June 2020
Phase 2 (Safe transition) : 19 June—present*
Phase 3 (Safe nation) : Est. end 2020

State of emergency
Curfew

Dip in the number of deals

ASEAN-6 COVID-19 movement restriction summary

deals went to 
SG-based firms

3 out of 5

*Accurate as at time of printing (early Dec 2020)

Figure 5    |   Number of deals per quarter, 2020 YTD
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48%
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6%
Thailand

4%
The PhilippinesVietnam

2%

2019

Total funding deals in 2019: 
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Community quarantines : 15 March—present 

The Philippines

Movement
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By area large-scale 
social restrictions 
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Malaysia Thailand
: 26 March—present
: 3 April—15 June 2020

Nationwide isolation
Social distancing 
in Danang

Vietnam
: 1—15 April 2020
: 28 July—
  4 September 2020Figure 4    |   Funding breakdown by country (no. of deals), 2019 vs. 2020 YTD

*Due to rounding, percentages may not add up to 100%
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Across ASEAN, payments10 is by far the most 
funded category in 2020 at US$470 million, 
followed by alternative lending11 at US$163 
million. The gap between payments and 
alternative lending has widened from US$185 
million in 2019 to US$308 million in 2020. The 
funding amount for both categories ranked the 
highest among all in the past five years. 

Payments, which includes mobile payments and 
remittances, looks set to benefit from the 

Money in the bag

Driving change

An estimated 50 per cent of the ASEAN-6 population remain 
unbanked, while another 24 per cent are underbanked9. The 
opportunities for change are greatest in Indonesia, Vietnam and 
the Philippines, where almost 80 per cent of the population do 
not have access to credit or long-term savings products.

Digital payments and alternative lending solutions provide an 
avenue for a mobile-ready, unbanked population to access basic 
digital financial services that can help boost their financial 
wellness in the long run.

Payments

Cryptocurrencies

Alternative Lending

Banking Tech

Personal Finance

Investment Tech

Blockchain Tech Related

InsurTech

RegTech

Finance and Accounting Tech

SingaporeThe PhilippinesMalaysiaIndonesia Thailand ASEAN-6

30%

24%

21%

18%

2%

2%

2%

1%

100%94%

4%
2%

86%

7%
7%

38%
32%

25%
5%

52%
18%

9%

9%

1%

1%
1% 10%

Payments continue to dominate

growth of digital commerce and changing 
consumer behaviours post COVID-19, as 
consumers and businesses seek out more 
convenient, contactless payments solutions.12 

Singapore, with its more mature FinTech 
market, saw an injection of fresh funds into 
almost every FinTech category this year (see 
Figure 6). This shows the healthy diversification 
of Singapore’s FinTech sector and its active 
investment scene.

Figure 6    |    Proportion of total investment deals by category (US$), 2020 YTD13

*Vietnam’s deals are undisclosed and no further analysis was done on the FinTech categories
*Due to rounding, percentages may not add up to 100%
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In 2019, FinTech firms from Vietnam and Singapore 
dominated the top 10 list of most funded firms in 
ASEAN-6, spread across six FinTech categories. 

This year, we see greater representation from the 
ASEAN-6 countries, with the exception of Vietnam. 
The latter’s two mega funding deals last year could 
explain why there is an ebb in the funding scene in 
Vietnam this year. While Myanmar’s WaveMoney 
received US$73.5 million in funding this year (third 
highest in ASEAN), it was subsequently acquired in June. 

Although more countries are represented, payments 
is overwhelmingly the focus of the year, drawing the 
most funds and investor confidence.

In terms of deal size, the average funding amount has 
fallen from last year’s, with only one deal crossing 
the US$100 million mark (The Philippines: Voyager 
Innovations - US$120 million).

Big opportunities across ASEAN

Company Round name Primary category

Voyager Innovations

SYNQA

Boost

Thunes

PasarPolis

Payfazz

Funding Societies

Lightnet

Investree

MatchMove

Series D

Series C

Series C

Series B

Series B

Series B

Series C

Series A

Series C

Series C

Payments

Payments

Payments

Payments

InsurTech

Payments

Alternative Lending

Payments

Alternative Lending

Payments

Funding amount US$ (million)

120

80

70

60

54

53

40

31

24

21

Average funding amount: US$55.3 million

Table 1    |    Top 10 funded FinTech firms in ASEAN-6, 2020 YTD

Table 2    |    Top 10 funded FinTech firms in ASEAN-6, 2019

Company Round name Primary category

VNpay

Singapore Life

MOMO Pay

GoBear

Advance.AI

Deskera

Akulaku

Aspire

Credit Culture

YouTrip

Series D

Series C

Series C

Series A

Series C

Series A

Series C

Series A

Series A

Seed

Payments

InsurTech

Payments

Personal Finance

Banking Tech

Finance and Accounting Tech

Alternative Lending

Alternative Lending

Alternative Lending

Payments

Funding amount US$ (million)

300

110

100

80

80

40

40

33

29

26

Average funding amount: US$83.8 million

Top 10 funded
FinTech firms
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Figure 8    |    Total number of operating FinTech firms headquartered in ASEAN-6, 2016-2020 YTD

The ASEAN FinTech ecosystem has been growing for the past 
decade. Singapore, Malaysia and Indonesia are the main hubs in 
ASEAN where most of its FinTech firms are located.

However, the growth spurt has been tapering since 2018 (see 
Figure 8), dropping from 31 per cent growth to 13 per cent in 2019, 
and down to two per cent in 2020. It is likely that the economic 
fallout from COVID-19 may have contributed to the lack of new 
firms being set up this year, dampening start-up plans. 

Slowing growth of new FinTech firms 
within ASEAN 54338609

Indonesia

Malaysia

The Philippines

Singapore

Thailand

Vietnam

159

106

38

33

33

72

2012

203

124

54

50

42

106

2013

288

151

79

77

49

156

2014

374

195

103

104

67

218

2015

516

250

131

126

78

282

2016

743

311

161

153

94

362

2017

1040

125

365

181

480

198

2018

1170

139

402

208

553

226

2019

1200

141

407

212

557

227

2020

Flattening curve of new FinTech firms
New FinTech firms set up

each year in ASEAN-6 

FinTech firms in
ASEAN-6 (2016—2020)

Explore the datahttps://www.uobgroup.com/techecosystem/news-insights-�ntech-in-asean-2020.html#�rms
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Figure 9    |    Number of funding deals by company stage

Figure 10    |    Funding amount (US$) by company stage

As at the third quarter of 2020, year-on-year deal counts for late stage FinTech firms 
increased from nine per cent to 13 per cent (see Figure 9).

Early stage firms experienced an increase of US$92 million in funding amounts (see 
Figure 10), despite a challenging year with fewer deals than 2019. 

With economic recovery forecasted to be uneven due to the varying impact of the 
pandemic across markets, newly-incorporated seed stage companies may face an 
uphill task in winning overseas investor dollars, given the retreat in funding. 

As one of the VC interviewees shared, the ASEAN FinTech space may be trending 
towards a K-shaped recovery in which quality firms are seeing higher valuation, while 
firms at the opposite spectrum are facing difficulty in attracting investment dollars. 

However, there are still ways to turn a Zoom year into a boom year in 2021. 

In Chapter 2, we speak to a few VCs to get their opinions on the funding scene and to 
get a first-hand perspective on how FinTech firms have been affected by the pandemic. 

From a Southeast Asia investor’s perspective, 
there’s more pressure amid the crisis and the 
liquidity push in the region to close in on the 
stronger bets in the portfolio and ferry them to 
sizeable exits.

Yinglan Tan
Founding Managing Partner,

Insignia Ventures Partners
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Investor HQ location Number of deals

Y Combinator

Insignia Ventures

AMTD*

500 Startups

East Ventures

BRI Ventures

Openspace Ventures

Quona Capital

K3 Ventures

Dymon Asia Ventures

Vertex Ventures

Antler

Surge

Saison Capital*

SCB 10X*

US

SG

HK

US

JP, ID, SG

ID

SG, ID

US, IN

SG

SG

SG, ID

SG, EU, US

US

SG

TH

8

5

5

4

4

4

3

3

3

3

3

3

3

3

3

Selected portfolio companies

Payfazz, PayMongo

Payfazz, Tonik, Wiz

Funding Societies, Active.ai, CardUp

BukuKas, Split

BukuWarung, Helicap

NIUM, Payfazz, Investree

Igloo, Validus, Finnomena

BukuWarung, Koinworks, Sunday

Validus, Wiz, Qapita

Spark Systems, Flow

NIUM, Payfazz, Sunday

Moneko, Empala, Volopay

BukuKas, Qoala

KoinWorks, BukuKas, Helicap

SYNQA, Flow, Sunday

Active FinTech investors (including VCs, Private Equity and Institutions)

*New investors into the ASEAN FinTech market

Who invested this year
The most active FinTech investors in 2020 YTD by number of deals include new entrants 
AMTD (Hong Kong), Saison Capital (Singapore) and SCB 10X (Thailand).

Table 3    |    List of FinTech investors that backed at least three deals this year
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Reset
Chapter 2

Impact of the pandemic 
on FinTech firms and their 
outlook on the future. 
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In this section, we delve into the insights and observations from a survey with 
FinTech firms, as well as in-depth interviews with FinTech firms and VCs. We 
explore the steps that FinTech firms and VCs are taking as they reset their 
operations in anticipation of recovery and expansion.

The survey was conducted in September 2020 via an 
electronic survey questionnaire with 109 respondents, 
each representing one FinTech firm14. The respondents 
include members of the Singapore FinTech Association 
(SFA) as well as clients and partners of UOB and PwC 
Singapore. 

Screening was done to ensure that only one individual 
per firm was surveyed, with priority going to FinTech 
founders or those in the leadership team of these firms.

Survey methodology 

The research

14



The pandemic aided FinTech firms’ business growth and customer 
acquisition, while their cashflow and profitability were hardest hit.

Payments, AI and Data Analytics and Cybersecurity were the top 
three FinTech sectors that were likely to benefit the most from the 
pandemic.

Business impact

Fundraising

Post-pandemic
outlook

1
2

Early stage fundraising was perceived to be more negatively impacted 
by COVID-19 versus late stage fundraising.

86 per cent of younger FinTech firms (< two years) prefer equity 
financing.

Two in three FinTech firms said COVID-19 would have a neutral or 
positive impact on their future fundraising plans.

3
4
5

87 per cent of FinTech firms said they are on track to make their 
businesses future-ready post-pandemic. 

FinTech firms will focus on growing revenue to enhance business 
resilience in the next 12 months.

Four in five FinTech firms will continue to expand despite COVID-19, 
with ASEAN being the key region for 70 per cent of firms.6

7
8

Key findings

15



Negative No impact Positive

Overall business growth

48% 9% 43%

Customer acquisition

54% 9% 37%

Human resources

37% 35% 27%

Existing projects/Proof of Concepts

46% 33% 21%

Profitability

57% 19% 24%

Cashflow

58% 20% 22%

Survey Q25
How has COVID-19 impacted your business in the following areas?

The pandemic aided FinTech firms’ business growth and customer 
acquisition, while their cashflow and profitability were hardest hit

Finding #1

Figure 11    |    COVID-19’s impact on various aspects of a FinTech firm’s business

Explore the data

COVID-19’s impact on 
ASEAN’s FinTech firms

Business impact

FinTech firms saw positive business growth and customer acquisition 
as existing and prospective customers sped up digital transformation 
initiatives due to the effects of the pandemic. This created a ready 
market for the technologies produced by FinTech firms.

Conversely, cashflow and profitability were their hardest hit areas, given 
a pullback in spending by consumers and business partners, and caution in 
investing by VCs. 

Delays in project completion and longer deal closures also impacted 
cashflow. 

https://www.uobgroup.com/techecosystem/news-insights-�ntech-in-asean-2020.html#impact
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As COVID-19 hit economies globally and borders were closed, many 
FinTech firms took the opportunity to reflect on their business processes 
and operations to ensure that they would emerge from the pandemic in the 
best possible position. FinTech firms that saw their cashflow and profitability 
erode looked for ways to manage their business costs and processes more 
effectively. Some firms reviewed their headcount to ensure that only the 
most motivated and competent team members stayed to ride out the 
COVID-19 storm.

VCs also stepped up, eager to protect their portfolio companies. Besides 
providing additional financing, many VCs have been very active in providing 
non-financial assistance to the firms in which they have invested. This 
includes assisting them in undertaking operational reviews, hiring new 
talent or reallocating job roles and driving collaboration among their 
constituent FinTech investee companies.

Introducing various sources of financing to 
manage cashflow is an area a fund manager can 
add value to a FinTech firm.

Thng Tien Tat
Executive Director, UOB Venture Management

Vikas Nahata
Co-founder and Executive Director, Validus

When COVID-19 hit, we were cognisant that this 
would not go away very soon. From a cashflow 
perspective, we really tightened our belts and 
completed an analysis of all countries within 
seven to ten days, eliminating costs which we 
thought were peripheral. That has really helped us.

Sales were hugely impacted, but revenue was 
not really affected because business from other 
industries helped cover our losses from the 
airline industry.

Piyachart Ratanaprasartporn
CEO, 2C2P

Hitting the pause button

Insights from interviews
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Pandemic benefactors - Payments, AI and Data Analytics, as well as 
Cybersecurity FinTech firms

Finding #2

Payments

AI & Data Analytics
in Finance
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61%

27%

22%
25%

41%
Cybersecurity

Remittance

Cryptocurrency

InsurTech

Finance &
Accounting Tech

Blockchain/
Distributed Ledger
Technology

Wealth Management

RegTech

20%

19%

12%

15%

10%

8%
9%

Banking Tech

Alternative Lending-Related

Payments, AI and Data Analytics as well as Cybersecurity were the top 
three FinTech sectors perceived to benefit the most from the pandemic.

RegTech, Finance and Accounting Tech, as well as Wealth Management 
and InsurTech are expected to benefit less in comparison.

Figure 12    |    Sectors perceived by respondents to most likely benefit from COVID-19

Business impact

Survey Q24
Which FinTech industries do you think are well poised to ride through 
the pandemic? Please pick the top 3.
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Herston Powers
Co-founder and Managing Partner, 1982 Ventures

Greg Krasnov
Co-founder and CEO, Tonik 

Some VCs remarked that the pandemic has accelerated the digitalisation 
trend by five to 10 years. Lending, payments and InsurTech are areas that 
some VCs identified as bullish.

In addition, digital banks and FinTech firms that focus on financial inclusion 
will also make a positive impact on the region. For example, some VCs have 
highlighted Indonesia as a market of particular interest, given its disparate 
and unbanked population, as well as underserved SMEs.

Cybersecurity and other forms of digital protection have also been cited by 
VCs as a promising area of FinTech in ASEAN. As other FinTech and technology 
companies amass and analyse increasing amounts of data, they will need to 
ensure that they maintain the highest security standards.

What we're really excited about right now are 
the opportunities in payment infrastructure, 
enabling businesses and individuals to transact 
more effectively, more efficiently and more securely. 
This is a huge opportunity in Southeast Asia.

We believe that InsurTech will play a huge part 
in closing that protection gap in Southeast Asia. 
This will drive more traditional insurance or 
reinsurance players to partner with InsurTech 
firms to expand their coverage around the 
region and provide products that are more fit 
for purpose.

There's been a massive uptick in the demand 
and take-up of digital financial services in the 
Philippines as a result of the lockdowns. 
Depending on the digital payments lanes, 
consumer digital payments are up anywhere 
from two to eight times based on the numbers 
that I've seen, which absolutely creates a much 
bigger demand for our services.

Insights from interviews
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Early Stage
Investments

Late Stage
Investments

Negative No impact Positive

58% 12% 30%

38% 25% 37%

Early stage fundraising perceived to be more negatively 
impacted by COVID-19 versus late stage fundraising

Finding #3

Survey Q17, 18
What sort of impact do you think COVID-19 will have on early-stage 
investment (Pre-Series A to Pre-Series C, i.e. before and during the 
development stage) for FinTech firms?

What sort of impact do you think COVID-19 will have on late-stage 
investment (Series C and beyond, i.e. past the development stage) for 
FinTech firms?

Figure 13    |    Impact of COVID-19 on early stage (top) vs. late stage (bottom) investment,
as perceived by survey respondents

Fundraising

More than one in two FinTech firms see COVID-19 as having a negative 
impact on early stage investments, whereas there is a more balanced 
view towards the impact on late stage investments. 
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We’re seeing greater amounts of capital directed 
at later stage investments, especially from 
investors outside of Southeast Asia. This is in 
contrast to data we’ve seen on early stage deals 
which has been on the decline. The funding is 
likely going to many of the larger players that 
are riding on COVID-19’s digitalisation tailwinds 
and seeking to retain or strengthen their market 
leadership.

It's actually the later stage rounds that are going 
to get hit the most. Whether a company is 
valued at two million or four million post-money, 
in the grand scheme of things at a seed stage, it 
doesn't make that much difference – it's really 
about how much progress they can get to before 
their next round.

Despite the pandemic, many VCs remain focused on the long term and 
believe things will get better incrementally. However, they have differing 
views on the investment prospects with regards to FinTech start-ups.

VCs that focus on investing in companies at seed stage believe seed and 
early stage start-ups are in a more favourable position than late stage 
start-ups. This is because VCs that focus on early stage investments are 
investing with a long-term view in mind and are setting their sight on the 
potential for these FinTech firms to grow when they have weathered the 
current economic climate.

Other VCs observed that capital is being directed towards late stage start-
ups as investors seek companies that have “a clear path to profitability and 
some level of regulatory certainty”, while early stage deals have been 
declining. This is due to late stage start-ups being more likely to have 
higher valuations after several rounds of fundraising; investors are also 
preferring to back companies that have established market leadership 
positions.

While there has been a slowdown in high-quality deals in 2020 compared 
with the year before, this can also be attributed to quality companies 
holding off on additional fundraising at this time due to possible impairment 
of valuations. However, some VCs said that based on a K-shaped recovery, 
quality firms will continue to attract higher valuations in the long run. 

Firms that are looking for new investors, but are faced with cashflow issues 
may find themselves neglected as investors favour more stable companies 
that offer solid prospects over the next two to three years. Previously, VCs 
may have been more willing to invest based on the expectation and promise 
of future growth, but the current trend is pointing towards a preference 
for stability. For firms that find themselves in need of bridge financing, 
particularly in the form of notes, they can expect to be subject to 
discounts as investors look for increased compensation for their risk.

Herston Powers
Co-founder and Managing Partner, 1982 Ventures

Yinglan Tan
Founding Managing Partner, Insignia Ventures Partners

Insights from interviews
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Two in three FinTech firms said COVID-19 would have a neutral or positive 
impact on their future fundraising plans

Finding #4

Figure 15    |    Funding type preferred by FinTech firms

Figure 14    |    COVID-19’s impact on future fundraising

Likely no impact

Likely negative

Likely positive

38%

34%

28%
Fundraising

Two in three FinTech firms said the pandemic would have a neutral or 
positive impact on their future fundraising plans. 

Around three in four FinTech firms prefer equity financing to other 
funding types for future fundraising.

Survey Q20, 22
What sort of impact do you think COVID-19 will have on your 
fundraising activities/plans for the next 2 years?

Which of the following types of funding would you prefer, should 
you decide to raise in the next 3 years?

Equity financing No preference Debt financing Convertible notes

74%

20%

5% 1%
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Neo Weisheng
Manager, Qualgro

VCs noted that more family offices are investing directly in start-ups and 
other early stage investments and becoming more savvy on the nature of the 
deals in which they invest. Pre-COVID, family offices – both single and multi 
– typically invested in start-ups indirectly via a VC fund, even though some 
VCs said they had seen family offices setting up special purpose vehicles to 
invest directly in FinTech firms. 

However, VCs point out that funds offer better access to high-quality deals 
rather than direct investments brokered through private bankers. This is 
especially so at the seed stage of investing, where family offices partnering 
an early stage VC could gain a competitive advantage over waiting for Series 
A or Series B opportunities. 

Insights from interviews

VCs reported that while the demand for debt financing has increased during 
the pandemic, investors have held back as the challenging macro environment 
has led to the higher risk of insolvency. Equity financing remains the dominant 
form of investment, mainly directed towards stronger, more established 
FinTech firms. 

Some VCs state that FinTech firms seeking fundraising from private investors 
prefer convertible notes if the option is available, largely as it shields firms 
from lower valuations. However, they noted that this option could lead to 
dilution effects when the start-up reaches seed-level investing rounds.

Nature of investments

Family offices

One area of attention for start-ups in our region 
is on how to most effectively handle convertible 
notes, especially before Series A. Founders often 
underestimate the real impact of having large 
amounts of convertible notes on the dilution of 
their founders’ shareholding. As the conversion 
calculation is not obvious, and sometimes not 
well anticipated, they realise the effects only 
when it materialises, at the price round. That 
impact can be significant, regardless of your 
company’s valuation.

Many start-ups are also looking to family offices 
to seek funding, especially in countries such as 
the Philippines where there aren’t as many 
venture capital firms or dedicated tech investors.

Yinglan Tan
Founding Managing Partner, Insignia Ventures Partners
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86 per cent of younger FinTech firms (< two years) prefer equity financing

Finding #5

Fundraising

Younger FinTech start-ups prefer to raise funds via equity financing.

Preference towards equity financing decreases as FinTech firms become 
more established.

Survey Q2, 22
What is the age of your firm?

Which of the following types of funding would you prefer, should 
you decide to raise in the next 3 years? 

Figure 16    |    Preferred funding type by age of FinTech firm

Equity financing

No preference

Debt financing

Convertible notes

5%

9%

73%

66%

4%
2%

21% 28%

7%

<2 years old 2-5 years old 5+ years old

86%
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There are trade-offs when FinTech founders sell off parts of their company to raise money. 
Here are some things to consider before choosing a financing option. 

Table 4    |    Differences between debt financing, convertible notes and equity investments

Debt, C-notes, Equity: What to use when

Debt financing Convertible notes (C-notes) Equity investmentsWhat is the difference?

What is it

Valuation

Execution period 

Voting rights

Repayment of capital

When to use it

A non-convertible term loan.

Does not require establishing a valuation 
on the company.

Venture debts are simpler to document 
from a legal perspective, making them 
less expensive and quicker to execute.

No voting rights for financing provider.

Repayment starts almost immediately 
on a fixed schedule.

To complement an existing 
financing round
To fund working capital needs 
with little dilution to equity
To finance an acquisition

A hybrid debt-equity short term loan 
where the holder can convert into an 
equity investment at a later date, 
normally with a conversion discount. 

Avoids placing a valuation on the firm. 
However, some term sheets may include 
valuation caps.

Convertible note financings are simpler 
to document from a legal perspective, 
making them less expensive and quicker 
to execute.

No voting rights for financing provider 
prior to conversion.

Repayment on maturity, or converted 
to equity.

Need some capital 
Want to fundraise quickly 
Not ready to establish company 
valuation 

An equity stake in the company in 
exchange for capital.

Equity investment requires placing a 
valuation on the firm.

Equity investment requires strict due 
diligence, thus it is more expensive and 
takes longer to execute.

Equity holders (depending on size of the 
stake) typically have some sort of voting 
rights that govern various decisions of 
the company.

No repayment needed – equity stake 
will be cashed out upon sale of company.

Need to raise a lot of capital 
Expecting massive growth e.g. IPO 
Need long runway before profitability 
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Four in five FinTech firms will continue to expand despite COVID-19

Finding #6

Figure 17    |    Impact on expansion plans (left), with target region of expansion (right)

Survey Q35
Will COVID-19 have an impact on your market expansion activities in 
the next 2 years? If you plan to expand, which regions do you plan to 
expand into?

ASEAN
78%

59%

47%41%

44%
38%

44%
38%

50%

69%

APAC
The

Americas

MEA Europe

FinTech HQ outside ASEAN
FinTech HQ in ASEAN57% as per original plan

22% with change of plan

Continue to expand

Put on hold

21%

79%

Post-pandemic outlook

79 per cent of FinTech firms intend to continue expanding, while 21 per 
cent will put their plans on hold.

ASEAN remains the top choice for market expansion plans for both 
FinTech firms headquartered within ASEAN (78 per cent) and those based 
outside ASEAN (69 per cent).
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Vikas Nahata
Co-founder and Executive Director, Validus

Greg Krasnov
Co-founder and CEO, Tonik 

Insights from interviews

Both FinTech firms and VCs are taking the time to reassess their business 
operations and to position themselves for future recovery. As the survey 
results show, COVID-19 has not seriously dampened their regional expansion 
plans and strong interest remains in the opportunities arising from ASEAN’s 
FinTech industry.

Forward-looking regulators, a large unbanked population, growing Internet 
and smartphone penetration and a young, emerging middle class, all contribute 
to the bright prospects of FinTech in ASEAN.

ASEAN expansion and outlook
What we are going to see in APAC over the next 
12-18 months is a continued wave of M&A activity. 
That is clear as day for us.

Frank T. Troise
Managing Partner and CEO, SoHo Advisors Pte Ltd

[The VCs we work with] have very intricate 
ecosystems that we can become a part of, which 
was a huge help to us. As we expand to other 
countries, some of them have presence in these 
countries as well, where they understand the 
ecosystem far better than us. This means, it 
takes me six months instead of a regular one 
year to launch something, because they will link 
us up with the right channel.

The Bangko Sentral is an incredible institution. 
They really take the issue of financial inclusion 
to heart. They understand deeply that closing 
the financial inclusion gap will take profound 
commitment to digitalisation and they're taking 
aggressive and pioneering steps to do that.
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FinTech firms will focus on growing revenue to mitigate the effects of COVID-19

Finding #7

Survey Q32
Which three key initiatives do you plan to focus on in the next 12 
months, which you believe are key to making your business more 
resilient post-pandemic?

Explore the data

How FinTech firms 
responded to COVID-19

Post-pandemic outlook

In the next 12 months, FinTech firms will focus on product innovation, 
high-revenue products or segments, entering new markets or pivoting 
to a new line of business.

Securing external support will be the next priority, via additional 
funding from investors, salary support/relief measures from the 
government or through mergers and acquisitions.

Figure 18    |    Top key initiatives FinTech firms will focus on in the next 12 months

Revenue growth

External support

Cost reduction

Productivity lift

Adapt or launch new products and services

Focus on high revenue/margin products or segments

Change or enter new markets

Explore or pivot to a new line of business/model

Get funding from investors

Digitalise business processes

Get support from the government 

Target a new customer segment

Explore collabrations, mergers or acquisitions

Reduce office size or shift to work from home

Others

41%

39%

39%

36%

25%

20%

19%

16%

16%

11%

39% https://www.uobgroup.com/techecosystem/news-insights-�ntech-in-asean-2020.html#response
28



87 per cent of FinTech firms say they are on track to 
make their businesses future-ready post-pandemic 

Finding #8

Post-pandemic outlook

Most FinTech firms think they are on track to make their businesses 
more resilient to major disruptions outside their control and being more 
prepared to take on future challenges.

Survey Q31
How close do you think you are to making your business more 
resilient to major disruptions post-pandemic? 

Way far behind

Still trying to discover
a way forward

Slow progress
(but not falling that far behind)

Almost there

We are there

2% 11% 29% 38% 20%

87%

Figure 19    |    Where FinTech firms are in future-proofing their business
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Ben Cheah
Director, Innoven Capital

Neo Weisheng
Manager, Qualgro

Herston Powers
Co-founder and Managing Partner, 1982 Ventures

Chanda Pen
Chairman, Cambodia FinTech Association

Beyond 2020: From survival to success

Yinglan Tan
Founding Managing Partner, Insignia Ventures Partners

Frank T. Troise
Managing Partner and CEO, SoHo Advisors Pte Ltd

Vy Le
Co-founder and General Partner, Do Ventures

The crisis has proven to be an opportunity for FinTech 
firms to drive adoption in Southeast Asia. The challenge 
now, especially for those that have experienced an increase 
in transactions or users, will be to sustain this growth.

For FinTech companies in Vietnam to succeed, they will 
need to manage the balance between growth and 
regulatory compliance.

As investors, we are looking for an exit – we tell the CEOs 
to be pragmatic and work towards an exit.

Be nimble and able to react fast – try to make everything 
variable.

What we recommend founders do is to ensure they are 
hyper-focused on their business, customer segments and 
markets. Also, founders at an early stage must ensure that their 
companies remain investable in the future. Understand the 
terms when they accept funding – whether from family, friends, 
accelerators, family offices or VCs – keeping in mind the next 
round of investors.

No organisation is immune to crises. However, think of the 
strengths and key competencies you, as a founder, can build with 
your team to capture and build new competitive advantages to 
future-proof your company. This way, you will be in a good 
position once recovery starts to happen.

The current situation is opening up ideas that otherwise would 
not have been thought of before. This is also the time to reassess 
the business, to determine if the direction one has to take is  right 
or if you need to pivot.

Quotes from the VCs and associations
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Hunker down, expand cashflow, increase  revenue, monetise, 
monetise, monetise. Don't just grow users – grow revenue. 
And try to make sure that revenue is actually positive 
EBITA (earnings before interest, taxes, amortisation). That's 
something that a lot of start-up founders haven't heard 
about yet. They need to start thinking about it.

Greg Krasnov
Co-founder and CEO, Tonik

Piyachart Ratanaprasartporn
CEO, 2C2P

Don't put all the eggs in one basket. Do whatever you are 
an expert in, but do it in many aspects.

Yaron Klein
APAC Delivery Manager, Personetics

The only way to penetrate ASEAN markets successfully 
is to go glocal (global + local). Each global target 
needs to have a local office with local staff that 
understands the local culture, norms and activities. By 
hiring a local team and localising the offering, content 
and even pricing models, you are more likely to be 
able to be successful.

Vikas Nahata
Co-founder and Executive Director, Validus

Analyse and identify the new opportunities that are 
being presented in this chaotic pandemic. History has 
taught us that every crisis tends to open up new 
opportunities.

Wilson Beh
Co-founder, PolicyStreet

It is vital for any FinTech company considering a move to 
Southeast Asia to take into account the changing needs 
and expectations of a relatively young and tech-savvy 
population, and to specifically target your product to a 
millennial audience. This requires focusing on driving 
customer engagement and using your digital channels as a 
strategic asset.

Georg Ludviksson
CEO and Co-founder, Meniga

I think it's time for everybody to go back to the 
drawing boards and find out, how good is my product-
market fit today?

Quotes from the FinTech firms 
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Go!
Chapter 3

Developments in ASEAN’s 
FinTech industry and what 
the future is shaping up to be. 
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While the impact of COVID-19 on ASEAN’s FinTech industry is still being felt, the pandemic will pass.

Looking ahead to a post-COVID-19 world where borders will reopen and travel will recommence, 
several key indicators have emerged during the preparation of this report. 

This was with reference to the spate of news 
reports on Chinese FinTech and TechFin investments 
in ASEAN in the second half of 2020, with Alibaba15, 
Tencent16 and ByteDance17 announcing plans to 
deepen their presence in Southeast Asia. 

That said, it is unlikely that the development of 
ASEAN FinTech firms will fully emulate that of 
China’s FinTech scene, given the differing regulatory 
and operating landscapes across the region. 

Take the subject of “super apps”. China has 微信 
(WeChat) and Alipay, within whose functionalities 
nearly one’s whole life can be supported. Across 
ASEAN, arguably no such all-encompassing super 

app exists, though two market leaders, namely 
Grab and Gojek, could provide the genesis of a 
national or even regional super app18.

The creation of a regional super app requires 
hyper-localised services that meet the unique 
needs of each of the ASEAN markets. However, the 
expected imminent wave of M&A forecast over the 
next 12 to 18 months, which could involve the 
aforementioned market leaders19, may provide a 
clearer path to this outcome.

What is next for the industry

China and the super app model

When looking for a business model that could guide ASEAN FinTech 

firms’ regional development, several FinTech firms and VCs cited the 

example of China and the path its FinTech industry has taken. 

Complete emulation of Chinese 
business models is unlikely in 
ASEAN as ASEAN is very diverse 
and there are many regulators 
with different needs.

Southeast Asia is five to ten 
years behind China, but the key 
difference here is that we are 
talking about multiple markets 
instead of one massive market.

Ben Cheah
Director, Innoven Capital

Yinglan Tan
Founding Managing Partner,

Insignia Ventures Partners
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Project Ubin: Payments crossing borders 

Phase

Phase

1

2

Phase 3

Phase 4

Phase 5

ASEAN’s FinTech industry will also likely see wider regional 
integration, specifically in the areas of cross-border 
payments, smart contracts, the issuance and depositing of 
crypto-assets and tokens and digital currencies.

This integration is likely to be driven by developments in 
blockchain and distributed ledger technology (DLT). 
Singapore is taking a prominent role in this regard, with 
the Monetary Authority of Singapore (MAS) having 
embarked on Project Ubin, a multi-phase initiative 
exploring the use of blockchain and DLT for the clearing 
and settlement of payments and securities.

The first phase of Project Ubin was launched in 2017, while 
the final phase, Phase 5, concluded in July 2020. The 
project has paved the way for the financial industry and 
blockchain community to identify commercialisation 
opportunities for blockchain technology, including use 
cases in digital identity, digital currencies, multi-currency 
payments and financial asset tokenisation.  

A S$12 million Singapore Blockchain Innovation Programme 
was announced at SFF x SWITCH 2020 to strengthen 
Singapore’s blockchain ecosystem and to pave the way 
forward for real-world blockchain applications.20

Blockchain and DLT are areas of focus for MAS’ Project Ubin21, which 
was launched to explore the use of these technologies for the clearing 
and settlement of payments and securities. The project, after five 
phases, is now completed. 

Enabling Broad Ecosystem Opportunities, 
concluded in July 2020

Cross-Border Payment versus Payment (PvP), 
concluded in November 2017

Delivery versus Payment (DvP), 
concluded in August 2018

Re-imagining real-time gross settlement (RTGS), 
concluded in October 2017

Tokenised Singapore Dollar (SGD), 
concluded in March 2017

Wider regional integration
of standards and protocols 

35



 
 

A consortium comprising Greenland
Financial Holdings Group Co. Ltd,
Linklogis Hong Kong Ltd, and Beijing
Co-operative Equity Investment Fund 
Management Co. Ltd.   

An entity wholly-owned by Ant Group
Co. Ltd. 

A consortium comprising Grab
Holdings Inc. and Singapore
Telecommunications Ltd. 

An entity wholly-owned by
Sea Ltd. 

address large market inefficiencies for success
tap an ecosystem of partnerships to scale
offer unsecured lending to drive revenue
leverage data and technology to enhance product offerings
have proper risk management and regulatory compliance
have the distribution channels to reach target customers
have a lean operating model that ensures long-term viability
balance data security with innovation

Digital banks are here (to stay)

The four licensees are: 

Digital Full Bank (DFB) Digital Wholesale Bank (DWB)

1 3

4
2

The challengers
Digital banks are seen as a positive development 
for ASEAN’s financial services industry, as they 
can contribute to digital innovation in banking 
and address unmet customer needs.

Regulators in Hong Kong issued eight digital 
banking licences in 2019. In ASEAN, Singapore 
recently announced the recipients of the 
digital bank licences, while Malaysia is at the 
beginning of its policy-making stage.

In Singapore, the digital bank licences are split 
into two categories: digital full bank licences 
and digital wholesale bank licences. Even though 
Singapore has a high banking penetration rate 

of 97.9 per cent22, this did not deter 21 
applicants from vying for a digital bank licence 
to serve the five million-strong population.

Four licences have been awarded, out of 14 
shortlisted applicants that included the likes 
of SP Group, AMTD and Razer. With the strict 
eligibility criteria that the MAS has laid out for 
the digital bank licences, it is unsurprising that 
the majority of applicants are consortiums 
comprising a diverse range of entities coming 
together to enhance the proposed digital 
bank’s value proposition.

Digital bank contenders in ASEAN have adopted different business 
models in order to establish the right market fit for their operations. 
Undeterred by its failure to win a license in Singapore, Razer Inc. 
has said it will push on with its plan to roll out Razor Youth Bank, 
the world’s first global youth bank, in other markets such as Malaysia 
and the Philippines23. 

Neobank Tonik – set to launch in the Philippines next year – is 
seeking to provide high quality, basic banking services targeted at 
the 70 per cent unbanked population in the country. These services 
include savings and term deposit accounts and unsecured 
consumer lending.

While the case for having digital banks in ASEAN is clear, digital 
banks themselves will have to ensure that their business models 
have a clear path to profitability. Some of these characteristics 
include being able to: 
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Kasikornbank and Grab teaming up to launch 
GrabPay by KBank, a mobile wallet.

CIMB Bank launching in the Philippines as an 
“all-digital, mobile-first” bank through its app, 
Octo24.

UOB launching TMRW, ASEAN’s first
digital bank for the digital generation.

The incumbents

Thailand

Thailand

Indonesia

The
Philippines

In a larger playing field, the customer wins

I definitely think we will be playing a role within 
the digital banking ecosystem. The exact nature of 
the role will evolve in time.

Vikas Nahata
Co-founder and Executive Director, Validus

Amid the impending arrival of new digital banks, the ASEAN-6 
banking incumbents have been proactively transforming their 
businesses digitally to improve their online and mobile banking 
offerings. 

The availability of digital banking channels became an imperative 
during movement restrictions in ASEAN as a result of the pandemic, 
when bank branches were closed temporarily and customers were 
encouraged to bank digitally. 

Examples of the incumbents making a head start in the all-digital 
banking space include: 

The VCs and FinTech firms we spoke with 
were almost unanimous in their opinion that 
ASEAN’s market opportunities are big 
enough for incumbents, digital banks and 
FinTech firms to coexist.
 
For the incumbents, relying on their existing 
advantages over new industry entrants, such 
as having a large customer database and a 
network of physical branches, is not enough. 
They have to invest continually in data 
technology, to tap collaborations and to 
enhance the customer experience so as to 
maintain a competitive edge. Having access 
to rich and precise data will enable better 
product customisation and identification of 
cross- and up-sell opportunities. 

For new digital-only banks, customers’ financial 
data could be scarce, but alternative information 
such as geolocation and telecommunications 
data, utility consumption or e-commerce 
transactional data could be available to fill the 

gaps. By working together within a consortium 
of partners, digital banks are able to tap on a 
wider net of customer data, which can refine 
their solutions while drawing interest in their 
product proposition across the region. 

The FinTech firms we interviewed agree that 
they will be playing a role within the digital 
banking ecosystem, as their solutions 
complement rather than compete with the 
incumbent or digital banks. Indeed, as regulators 
require that digital bank operators demonstrate 
deep capabilities across several FinTech 
areas, including RegTech and cybersecurity 
capabilities, FinTech firms that are able to 
find common goals with the digital banks will 
be able to work together successfully. 

Ultimately, improvements to the digital 
banking offering and financial access for 
underserved markets will benefit the region 
and bode well for ASEAN’s future economic 
growth.
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Indonesian FinTech Association
Indonesia FinTech Lenders Association 
(Asosiasi FinTech Pendanaan Bersama Indonesia) 

Yes

Bank Indonesia
Otoritas Jasa Keuangan

Population size (2020)      : 267 million
Median age (2020)      : 30.5 years
Internet penetration rate (2020 est.)  : 72.8%
Smartphone penetration rate (2018)   : 27.4%

Quick Facts28

FinTech Regulators

Regulatory Sandbox

FinTech Associations

Regulators in Indonesia imposed stricter regulations for FinTech 
firms operating within their remit. Two significant developments 
in this regard are:

The capping of fees for payments involving QR codes and the 
establishment of standards to ensure interoperability of 
payments in January 202025. 

The publishing of the Indonesia Payment Systems (IPS) 
Blueprint 202526 in November 2019 which outlines the 
long-term plan for modernising and digitalising Indonesia’s 
payments system. 

The economic fallout from COVID-19 has led to borrowers on 
P2P lending platforms applying for loan restructuring, affecting 
FinTech firms offering this service. Specifically:

As at April 2020, 50 per cent of members of the Indonesia 
FinTech Lenders Association – representing around 80 P2P 
lending platforms – received loan restructuring requests from 
their clients due to the adverse impact of COVID-1927. SME 
loans were the most affected, as business activity fell as the 
result of lockdowns.
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Malaysia

FinTech Association of Malaysia

Yes

Bank Negara Malaysia
Securities Commission Malaysia (However, scope is still being 
defined and focused on the handling of digital assets)

Population size (2020)      : 32.7 million
Median age (2020)      : 29.2 years
Internet penetration rate (2020 est.)  : 94.1%
Smartphone penetration rate (2018)   : 57.5%

Quick Facts 

FinTech Regulators

Regulatory Sandbox

FinTech Associations

Regulators in Malaysia have introduced new guidelines in 2020, including:

In January 2020, the Securities Commissions (SC) introduced the Guidelines 
on Digital Assets (Guidelines), which regulate fundraising via digital token 
offerings and Initial Exchange Offering (IEO) through registered digital asset 
exchanges.29 

In October 2020, the SC announced revised Guidelines regulating digital 
assets, with the aim of governing IEO and digital asset custodians and 
promoting responsible innovation.30

The Ministry of Finance is in the midst of preparing a regulatory framework 
for digital banks in Malaysia, following the draft by Bank Negara Malaysia 
(BNM) in March 2020. The framework takes a balanced approach to 
encourage the admission of digital banks, while ensuring the stability of its 
financial system. Meanwhile, BNM has indicated it intends to issue up to 
five digital bank licences.31

Malaysia’s lawmakers also provided support to FinTech firms via specific 
provisions, specifically:

The Islamic Economic Blueprint was announced in Budget 2020 to position 
Malaysia as a centre for excellence for Islamic finance. BNM aims to 
announce the next blueprint for the industry by 2021. This is expected to 
benefit FinTech firms focused on the Islamic FinTech space.32
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FinTech Philippines Association 

Guidelines on the adoption of a regulatory sandbox 
framework for InsurTech were released in June 2020

Bangko Sentral ng Pilipinas
Securities and Exchange Commission of the Philippines
Department of Information and Communications Technology 

Population size (2020)      : 109.2 million
Median age (2020)      : 24.1 years
Internet penetration rate (2020 est.)  : 72.7%
Smartphone penetration rate (2018)   : 44.9%

Quick Facts 

FinTech Regulators

Regulatory Sandbox

FinTech Associations

The Philippines 
A new digital banking framework, with an expanding crypto exchange and 
mobile payments ecosystem, is in the works:

After the signing of the Innovative Start-up Act in 2019, which provided a 
number of beneficial measures for start-ups including tax breaks and the 
removal of registration barriers, the Philippines central bank approved the 
digital banking framework in November 2020 allowing the creation and 
licensing of digital banks, and permitting them to offer financial services.33

In 2020, Bangko Sentral ng Pilipinas (BSP) approved 16 crypto exchange 
operators34, while the government-owned Cagayan Economic Zone 
Authority licensed 37 crypto exchange operators35 after formulating a 
regulatory framework in early 2017. 

The BSP targets to speed up the adoption of the National QR Code Standard 
for payments, ensuring interoperability not only on domestic but also on a 
wider regional or global scope.36
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Singapore

Singapore FinTech Association

Yes

Monetary Authority of Singapore

Population size (2020)      : 6.2 million
Median age (2020)      : 35.6 years
Internet penetration rate (2020 est.)  : 82.4%
Smartphone penetration rate (2018)   : 91%

Quick Facts

FinTech Regulators

Regulatory Sandbox

FinTech Associations

Progress of digital bank licenses in Singapore: 

By January 2020, the MAS received 21 applications for digital bank licenses. 
In June, 14 applications had been shortlisted. On 4 December, the MAS 
announced it had awarded the digital bank licenses to four bidders. The new 
digital banks are expected to commence operations by early 2022.37

Measures to assist the industry in response to COVID-19:

MAS launched targeted financial aid packages for FinTech firms to help 
them strengthen their long-term capabilities and to weather the impact of 
COVID-19. A S$125 million package was launched in April 2020, and a S$6 
million grant scheme was launched in May 2020 to support FinTech firms.38

In response to COVID-19 and climate change, MAS launched a S$1.75 
million MAS Global FinTech Innovation Challenge in June 2020 to seek 
innovative FinTech solutions to help financial institutions adjust to the 
post-pandemic norm.39

Other developments:

The Payment Services Act came into force at the end of January 2020. The 
Act serves to amplify the regulatory framework for payment services in 
Singapore, to enhance consumer protection and to raise confidence in the 
use of e-payments.40

The Asian Institute of Digital Finance, hosted by the National University of 
Singapore and backed by MAS and the National Research Foundation, was 
launched on 7 December 2020.41 It will offer thought leadership and aims to 
build up synergies between education, research, and entrepreneurship in 
digital finance.

A S$12 million Singapore Blockchain Innovation Programme was launched in 
December to strengthen Singapore’s blockchain ecosystem. It will involve close to 
75 companies that include multinational corporations, large enterprises and 
info-communications technology companies.42
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Thai FinTech Association

Yes

Bank of Thailand
Securities and Exchange Commission

Population size (2020)      : 69 million
Median age (2020)      : 39 years
Internet penetration rate (2020 est.)  : 75%
Smartphone penetration rate (2018)   : 43.7%

Quick Facts

FinTech Regulators

Regulatory Sandbox

FinTech Associations

Thailand
Progress on digital banking licenses, cross-border payments and digital 
currencies:

The Bank of Thailand (BoT) announced in January 2020 that it was considering 
issuing digital banking licenses. The introduction of such licenses would be 
expected to create more opportunities for domestic players and to spur 
innovation within the sector with the introduction of new entities into 
Thailand’s banking industry.43

In February 2020, Thailand and Cambodia launched an interoperable QR 
code for retail payment linkage between both countries. This means that 
visitors from Thailand and Cambodia will be able to scan a QR code using 
their mobile banking applications to pay for goods and services at 
participating businesses in the other country.44

BoT announced a digital currency prototype in June 2020, building on an 
earlier blockchain-based initiative between eight participating banks and 
several FinTech firms. The latest initiative seeks to provide innovation 
around high payment efficiency and to deliver faster and more agile 
payments across businesses and suppliers.45
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Vietnam FinTech Club

Yes

State Bank of Vietnam

Population size (2020)      : 99 million
Median age (2020)      : 31.9 years
Internet penetration rate (2020 est.)  : 65%
Smartphone penetration rate (2018)   : 37.7%

Quick Facts

FinTech Regulators

Regulatory Sandbox

FinTech Associations

Vietnam

 

 

Regulatory sandbox to bring the industry forward

In June 2020, the State Bank of Vietnam (SBV) announced that it is planning 
to pilot a FinTech regulatory sandbox for FinTech firms to offer banking 
services, before the issuance of an official legal framework. 

Seven FinTech sectors would be allowed to participate in the sandbox: 
Payments, credit, peer-to-peer lending, customer identification support, 
open application programming interface (open API), technology-based 
solutions and other banking support services.46 

The regulatory sandbox is important to allow for the development of 
innovative FinTech solutions while mitigating possible risks – for example, 
security and data breaches, money laundering and financing of terrorism – 
while regulations are being developed.

SBV plans to allow banks and FinTech firms to apply for 
participation in the sandbox from 2021 after public consultation. 
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Q3a: Which country is your HQ based in?
- Selected Choice

Others
6.3%

Thailand
1.3%

Indonesia

Singapore

6.3%

Philippines
5.1%

Vietnam
3.8%

Malaysia
3.8%

73.4%

Type of FinTech solution

AI & Data Analytics in Finance
10.7%

Cryptocurrency
3.6%

Cybersecurity
2.8%

Blockchain/DLT
10.7%

Alternative Lending Related
10.3%

Banking Tech
12.3%

RegTech
7.5%

Finance & Accounting Tech
5.1%

Wealth Management
7.5%

Others
4.3%

Remittance
4.7%

InsurTech
4.7%

Payments
15.8%

Product stage of
the FinTech firms

Prototype

6.6%

Proof of Concept

8.5%

Minimum
Viable Product

7.5%

Fully Deployed

77.4%

Number of years
since incorporation

2 - <5 years

48.6%

5 - <10 years

23.9%

�10 years

6.4%

1 - <2 years

14.7%

<1 year
6.4%

Location of FinTech
firms’ headquarters

Within ASEAN

Middle East 
& Africa

US & The 
Americas

Europe Asia Pasific
 (APAC)

13.3%13.3%

40.0%

33.3%

Q3d: Which region is your HQ based in?

Survey respondents

72.5%

Outside ASEAN

27.5%
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Whether the FinTech firms
have reached profitability

Yes
34.0%

No
66.0%

�US$10M

17.9%

<US$50k

32.1%

US$1M - <US$5M
17.9%

US$250k - <US$1M
14.2%

US$5M- <US$10M
6.6%

US$50k - <US$250k
11.3%

Last fundraise stage

Pre-Series A

66.0%

Series A

17.0% Series D & beyond

14.2%

Series B

10.4%

Series C

3.8%

Both (B2B and B2C)

29.2%

Consumers (B2C)
6.6%
Others
1.9%

Businesses (B2B)

62.3%Non-Bank Financial
Institutions

22.3%

Banks
20.5%

Corporates
19.9%

Consumers
9.6%

Others
3.1%

Tech Start-ups
7.9% SMEs

16.8%

Number of employees

51 - 100

11.9%

<10

32.1%

>100

19.3%

31 - 50

9.2%

11 - 30

27.5%

Annual turnover

Key target customers Business model
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Herston Elton Powers
Co-founder and Managing Partner 

1982 Ventures invests in early stage FinTech 
start-ups in Southeast Asia. It brings together 
the best founders who positively impact the
future of financial services.
Visit https://1982.vc/ for more information.

Vy Le
Co-Founder and General Partner

Do Ventures is an early stage Venture Capital 
fund that focuses on making investments in 
tech start-ups in Vietnam. It looks for 
pioneers who create disruptive products 
that deliver outstanding customer value.

Ben Cheah 
Director 

InnoVen Capital is the largest venture debt 
provider to start-up and growth stage 
companies in Asia. Portfolio companies use 
venture loans to accelerate growth and 
extend their cash runway while minimising 
equity dilution.

Paul Ong
Director 

Tan Yinglan 
Founding Managing Partner

Insignia Ventures Partners is an 
award-winning early-stage technology 
venture fund focusing on Southeast 
Asia. It manages capital from premier 
institutional investors in Asia, Europe 
and North America.
Visit http://www.insignia.vc for more 
information. 

Neo Weisheng 
Manager 

Qualgro is a venture capital firm 
investing in Series A & B, in B2B businesses 
in Data & SaaS, across Southeast Asia 
and Australia/NZ. Our multi-cultural 
team has diverse business, investment 
and consulting experience. 

Frank T. Troise 
Managing Partner and CEO

SoHo Advisors Pte Ltd has merchant 
banking roots and is now the leading 
FinTech investment bank in Asia.  The 
company seeks value opportunities 
where its capital, flexibility, management 
support, and strategic hand can build 
value.

Thng Tien Tat 
Executive Director

UOB Venture Management Pte Ltd 
(UOBVM) is a wholly owned subsidiary 
of UOB and is an active direct asset 
owner across ASEAN and China. 
Current assets under management are 
in excess of S$1.7 billion.

Piyachart Ratanaprasartporn 
CEO

Founded in 2003, 2C2P offers 
omni-channel payment solutions, 
allowing merchants to accept local and 
international payments through credit 
and debit cards, bank channels and cash 
acceptance via payment counters.

Georg Ludviksson 
CEO and Co-founder

Meniga provides white-label digital 
banking solutions. Its award-winning 
products enable banks to improve their 
online and mobile digital environment, 
enriching the customer experience of 
over 90 million digital banking users 
across 30 countries.

Interviewee profiles
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Yaron Klein 
APAC Delivery Manager

Personetics provides proactive, data-
driven personalisation and customer 
engagement solutions for the financial 
services industry, serving over 65 million 
mass-market, mass-affluent, and small 
business customers worldwide.

Wilson Beh  
Co-founder

PolicyStreet makes insurance protection 
simple, easy and affordable for individuals 
and businesses. It is among the Top 10 
InsurTech companies in Asia by Insurance 
Business Magazine.

Greg Krasnov 
Co-founder and CEO

Tonik is the Philippines’ first fully digital 
neobank with its own bank licence. The 
bank will launch operationally in 2021 with 
a full range of services including deposits, 
loans, payments and cards.

Vikas Nahata 
Co-founder and Executive Director

An award-winning FinTech, Validus 
(Singapore, Indonesia, Vietnam, 
Thailand) is one of the region’s largest 
SME financing platforms. It leverages 
technology, AI and industry-leading 
partnerships to drive growth financing 
for SMEs.     

Chanda Pen 
Chairman

CAFT is the collective voice for 
Cambodia’s FinTech community. It 
seeks to cultivate interest, increase 
innovation, and build relationships 
to further promote the industry. 
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Foreword
1 Based on data from Tracxn, $1.36 billion was invested in 
ASEAN-6’s (Indonesia, Malaysia, Philippines, Singapore, 
Thailand, Vietnam) FinTech firms in 2019. Our tabulations do not 
include investments into Grab and Gojek, as their core business 
is categorised as transportation and delivery.

Chapter 1: Get up
2 ‘Unbanked’ is defined here as someone with no access to 
basic financial services (a bank account), while ‘Underbanked’ 
includes those who are not well-served in financial services, 
have unmet needs, have no access to credit cards, are 
underinsured, or have no long-term savings products. Data 
covers population of individuals above age 18. Source: Google, 
Temasek and Bain & Company, ‘Fulfilling Its Promise: The future 
of Southeast Asia’s digital financial services’ report (2019).

3 According to the e-Conomy SEA 2020 Report by Google, 
Temasek and Bain & Company, 400 million of the 580 million 
population living in Southeast Asia’s six largest economies are 
online (70 per cent of the region). 40 million people of that 
number came online in 2020.

4 For funding deals/numbers cited throughout the report, year 
2020 or YTD 2020 covers the period up to 30 September 2020.

5 In 2020 YTD, Myanmar recorded two deals, Cambodia one 
deal, while Brunei and Laos did not record any deals. Investments 
received in Myanmar and Cambodia totalled US$14.5 million in 
2019 and US$76.2 million in 2020 (Myanmar’s Wavemoney 
received US$73.5 million in June 2020). Collectively, there are 77 
active FinTech firms based in Brunei, Cambodia, Laos, and 
Myanmar to-date, up from 76 firms last year. Cambodia has 47 
active FinTech firms, followed by Myanmar with 31. 

6 The term ‘funding’ in this chapter includes all disclosed 
funding rounds categorised as ‘pre-series’, ‘early stage rounds’, 
‘late stage rounds’, ‘private equity’ (only three deals were 
reflected in the period between 1 January 2016 to 30 September 
2020) and ‘venture debt’ provided on data platform Tracxn 
under its FinTech practice area. It does not include companies 
solely funded by grants, conventional debt, mergers and 
acquisitions, initial coin offerings (ICOs) and post-initial public 
offerings (IPOs).

7 Quarter 2 year-on-year real GDP performance of the 
ASEAN-6: Indonesia (-5.3 per cent), Malaysia (-17.1 per cent), 
Philippines (-16.9 per cent), Singapore (-13.3 per cent), Thailand 
(-12.2 per cent), Vietnam (0.4 per cent). Source: UOB Global 
Economics and Markets Research.

8 Singapore ranked sixth globally in the Global Financial 
Centres Index 28 (published in September 2020), and third in the 
specific area of financial sector development. The country 
ranked fourth in Findexable’s Global FinTech Index 2020, which 
evaluated 230+ cities and 65 countries.

9 From ‘Fulfilling Its Promise: The future of Southeast Asia’s 
digital financial services’ report (2019) by Google, Temasek and 
Bain & Company. 

10  Our taxonomy for “Payments” includes Remittance, Forex 
Tech, Payments and Mobile Payments. 

11  Alternative lending refers to online lending platforms, 
including P2P lenders, and crowdfunding. Alternative lending 
platforms make use of other sources of data to determine how 
much one can borrow, especially if a person does not have a 
credit history, and allows investors with funds to lend money at 
an appropriate loan pricing.

12  It is estimated that digital payments will exceed US$1 trillion 
in gross transaction value by 2025. Source: Google, Temasek and 
Bain & Company, ‘Fulfilling Its Promise: The future of Southeast 
Asia’s digital financial services’ report (2019).

13  Vietnam’s four early stage deals are undisclosed but represent 
Alternative Lending, Banking Tech, Finance & Accounting Tech 
and Investment Tech. No further analysis was done on the 
breakdown per category.

Chapter 2: Reset
14 Due to the non-representative sample of VCs surveyed, 
these were excluded from the quantitative survey results.

Chapter 3: Go!
15 According to several reports published in September 2020, 
Alibaba was in talks to invest US$3 billion in Southeast Asia’s 
biggest ride-hailing firm, Grab.  

16 In September 2020, Tencent announced it would develop a 
regional hub for its expansion plans in Southeast Asia in Singapore. It 
holds a stake in Sea, which has been awarded a digital full bank 
licence by the Monetary Authority of Singapore. Tencent’s investments 
in ASEAN’s FinTech-related firms include Philippines’ Voyager 
Innovations (2018) and Indonesia’s Gojek (the latest investment into 
the ride-hailing company being a Series F round in 2019).

17 Beijing-based ByteDance, which owns short-video platform 
TikTok, is reportedly planning to invest “billions of dollars” and 
recruit hundreds of employees in Singapore over the next three 
years. Earlier this year, it submitted its application for 
Singapore’s wholesale digital banking licence and was shortlisted, 
but did not eventually get the licence.

Appendix
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18 According to “Rise of the ASEAN Super App” by Mark 
Goodridge of Morgan Stanley, a key difference between the 
ASEAN super app ecosystem and China’s is the lack of social or 
messaging. While the super app contenders (e.g. Grab, Gojek) 
have widened their ecosystem of services provided over the 
years, a clear winner in the super app category – especially one 
that is as profitable as it is popular – is still in the works. 

19 Grab, Gojek close in on terms for merger, Bloomberg article, 
2 December 2020.

20 New $12m programme to strengthen Singapore's blockchain 
ecosystem, Straits Times article, 7 Dec 2020.

21 More on Project Ubin can be found here: 
https://www.mas.gov.sg/schemes-and-initiatives/project-ubin

22 Defined as account ownership at a financial institution or mobile 
money service provider in Singapore. Source: World Bank data 
2017, https://data.worldbank.org/indicator/FX.OWN.TOTL.ZS

23 Razer to push Youth Bank, undeterred by failure of 
Singapore bid, Washington Post article, 5 December 2020.

24 CIMB banks on all-digital strategy in the Philippines, The 
Edge article, 19 February 2019.

Indonesia
25 How Indonesian FinTech companies are boosting financial 
inclusion, Oxford Business Group article, November 2020.

26 Indonesia Payment Systems Blueprint 2025, Bank Indonesia 
website.

27 Debt restructuring requests riddle Indonesia’s P2P FinTech 
platforms, KR Asia article, 13 April 2020.

28 Quick facts for all countries: Population size and median age 
– CIA World Factbook (2020); Internet penetration rate – 
Statista; Smartphone penetration rate – Newzoo's 2018 Global 
Mobile Market Report (except for Singapore, which came from 
Singapore Business Review of 2018).

Malaysia
29 The new guidelines on digital assets (Guidelines) issued by 
Securities Commission Malaysia (SC), PwC article, February 2020.

30 Malaysian Securities Commission issues revised digital asset 
guidelines, CoinTelegraph article, 28 October 2020.

31 Digital Banking holds promising future in Malaysia: MoF, The 
Edge Markets article, 6 November 2020.

32 BNM to publish next blueprint for financial sector in 2021, 
The Edge Markets article, 3 April 2020.

The Philippines
33 Philippine c.bank approves digital banking framework, 
Reuters article, 26 November 2020.

34 Philippines now has 16 cryptocurrency exchanges approved 
by Central Bank, Bitcoin.com article, 23 July 2020.

35 48 crypto exchanges approved in the Philippines, 
Bitcoin.com article, 24 June 2019.

36 BSP calls for quicker QR Code adoption, Manila Bulletin, 27 
May 2020.

Singapore
37 MAS announces successful applicants of licences to operate 
new digital banks in Singapore, MAS media release, 4 December 2020.

38 MAS launches S$125 million package for financial institutions 
and FinTech firms to strengthen long-term capabilities, MAS 
media release, 8 April 2020.

39 MAS launches $1.75m FinTech innovation challenge, Straits 
Times article, 9 June 2020.

40 Payment Services Act comes into force, MAS media release, 
28 January 2020.

41 Singapore can add to global recovery from Covid-19 with 
investment in innovation, collaboration: DPM Heng, Straits 
Times article, 7 December 2020.

42 New $12m programme to strengthen Singapore's blockchain 
ecosystem, Straits Times article, 7 Dec 2020.

Thailand
43 Bank of Thailand considers issuing digital banking licenses, 
Tech Wire Asia article, 30 January 2020.

44 The launch of interoperable QR payment linkage between 
Cambodia and Thailand, Bank of Thailand press release, 18 February 2020.

45 Thailand’s Central Bank announces digital currency prototype, 
FinTech News article, 19 June 2020.

Vietnam
46 Central bank plans to pilot FinTech regulatory sandbox, Viet 
Nam News, June 2020.
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Taxonomy

Alternative 
Lending

Alternative Lending

Crowdfunding

Banking Tech

Blockchain

Banking Tech

Blockchain 
Tech Related

Cryptocurrencies Cryptocurrencies

Finance and 
Accounting Tech

Finance and 
Accounting Tech

InsurTech

Insurance IT

Internet First 
Insurance Platforms 

Employer Insurance

Categories Tracxn 
classification Focus

Online lending platforms (including balance sheet lenders, 
marketplaces, P2P lenders as well as lead generators) and 
companies that enable online lending. 

Online platforms where people, organisations raise money 
from the masses, for various projects and causes.

Companies which provide technology solutions primarily 
for banking industry including software, innovative hardware,
and tech-enabled services.

Companies developing blockchain technologies such as 
blockchain network, smart contracts, etc to cater to 
enterprise and consumer markets.

All companies that provide bitcoin and other digital 
currency products and services.

Companies that provide tools or software solutions for 
automating the functions of finance and accounting 
department of an organisation.

Companies which provide software products and data
solutions primarily for the insurance industry. 

Companies which provide tech platforms to consumers for 
purchasing and managing their insurance.

Companies which provide employers with solutions for 
managing employee insurance benefits. FinTech solutions are grouped by categories based on Tracxn's taxonomy for the FinTech practice area.

Investment Tech

Investment Tech

RoboAdvisors

Remittance 

Forex Tech

Payments

Payments

Personal Finance

Mobile Payments

RegTech

Consumer Finance

RegTech

Categories Tracxn 
classification Focus

Companies offering platforms for retail and institutional 
investors to research and invest in multiple financial assets.
Also includes companies offering solutions to financial 
institutions providing investment-related services.

Companies that provide automated, low-cost investment
services to retail investors. Also includes companies that 
provide technological solutions for automated investments 
to financial advisors.

Companies providing cross-border money transfer solutions
and services to consumers and enterprises.

Companies providing software for forex market which includes 
currency exchange and currency investments.

Companies which participate in traditional web-based and 
offline payment cycles. Also includes companies which provide 
alternative mode of payment, companies which support the 
payment companies in terms of security, analytics, platform etc. 

Companies offering solutions to make and (or) accept payment 
via mobile.

Companies which offer tech-enabled assistance to consumers 
to manage their personal expenses, debt and savings, track 
investment portfolios, plan finances, and compare third-party 
financial products.

Companies providing solutions to address multiple 
functions across.
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About

The SFA is a cross-industry and non-profit organisation. Its purpose is to support 
the development of the FinTech industry in Singapore, and to facilitate collaboration 
among the participants and stakeholders of the FinTech ecosystem in Singapore. 
The SFA is a member-based organisation with over 850+ members. It represents 
the full range of stakeholders in the FinTech industry, from early-stage innovative 
companies to large financial players and service providers.
 
To further its purpose, the SFA also partners with institutions and associations 
from Singapore and globally to cooperate on initiatives relating to the FinTech 
industry. The SFA has signed over 60 international Memorandum of Understanding 
(MoU) in 40 countries and is the first U Associate organisation to be affiliated 
with National Trades Union Congress (NTUC). Through its FinTech Talent (FT) 
Programme, launched in 2017, over 300 professionals have been trained in 
FinTech, including blockchain, cryptocurrency, cybersecurity and regulation. 

For more information visit https://singaporefintech.org.  

At PwC, our purpose is to build trust in society and solve important problems. 
We’re a network of firms in 155 countries with over 284,000 people who are 
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In early 2020, the COVID-19 
pandemic shook the entire world, 
leading to rapid changes in our 
personal lives, our economies, and 
our businesses. These challenges 
were met with rapid response, 
accelerating the move to large-
scale remote workforces and 
thrusting organizations edging 
towards digital transformation fully 
into the online trenches. 

As the pandemic ebbed and flowed, Black Lives Matter 
reignited the call for increased workplace equity 
and fairness. The movement forced a rethink of how 
organization’s approach diversity and inclusion and 
produced a single rallying cry from consumers: Change 
needs to be made and it must be made immediately. 
Recent Edelman research show that 60% of people will 
boycott a brand if they’re not aligned to their values.1

The pandemic has shuttered some businesses, 
while causing others (such as online meeting and 
collaboration software companies) to thrive. If there’s 
anything this year has taught us, it’s that “survival of the 
fittest” no longer means the strongest will survive—but 
rather those who can adapt fastest to change.

Executive 
Summary
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The 
Trends 
to Adopt 
in 2021
Fundamental shifts are taking place 
everywhere: from jobs to in-the-
moment skills; from a focus on 
D&I as an HR program to D&I as a 
core business competency; from 
supporting collaboration through 
in-person proximity to supporting 
collaboration through digitally-
enabled teamwork. 

Through interviews with HR and Future of Work 
thought leaders, third party research, and insights 
gained from Visier’s experts and benchmarking data, 
we have uncovered three critical areas where leaders 
must rethink their talent approaches, along with data 
considerations for each.



The Trends to Adopt in 2021

21
D&I action must happen now

In 2021, organizations that fail to make real and 
meaningful changes towards fair, equitable 
workplaces risk fines, bad press, and class 
action lawsuits. Additionally, new SEC rules and 
ISO metrics around human capital will push for 
greater accountability and better reporting. 

There’s a criticism of corporate culture using 
keystone moments to pledge increased diversity 
efforts—and lacking a follow through—that isn’t 
unwarranted; very little movement has been made 
in the past few decades, despite the vocal nature 
of these D&I promises. Embedding D&I into your 
company’s DNA is the way forward to a more 
inclusive and successful business. 

The new expectations around 
employee experience

2020 saw the increase in digital and distributed 
teams, more reliance on automation, the largest 
and most rapid re-deployment of employees 
since World War II 3— all while workers dealt with 
increased childcare responsibilities due to school 
and daycare closures, increased health risks, 
social distancing, and a severe recession. 

The employee experience is no longer confined 
to the four walls of the office and employers must 
find ways to balance employee well-being and 
safety with business continuity. B Corporations 
(BCorps) are for-profit businesses that have 
been certified for meeting the highest standards 
of social and environmental performance. 
During the 2008 financial crisis, these types of 
organizations were 64% more likely than other 
businesses to survive the downturn.4 2021 will be 
about finding ways to alter business and human 
capital management models that serve multiple 
stakeholders—in addition to shareholders.

Problem solving through 
uncertainty becomes the new 
norm

The unpredictability of the pandemic requires 
organizations to pivot from long-term strategic 
planning to operational planning that looks out 
weeks and months, rather than years. Agility will 
become a core business competency. While many 
leaders have no choice but to focus on immediate 
threats, there are actions you can take to also plan 
ahead. The aim of strategic foresight, according 
to prediction expert J. Peter Scoblic 2, is to “not 
predict the future but rather to make it possible to 
imagine multiple futures.” 

Furthermore, workforce planning must no 
longer happen in a silo. Those HR leaders 
who were already having regular data-driven 
planning conversations with business leaders, 
especially Finance, are in a better position to 
think strategically while responding quickly to 
the pandemic—all while considering the human 
impact of decisions. 

Ready or not, the future is here

Thanks to lessons learned from previous 
recessions, we already know that organizations 
that avoid a purely clinical approach to talent 
decisions will emerge from this crisis stronger 
than their competitors 5. People analytics 
enables you to answer questions across the 
entire employee lifecycle of attract, develop, and 
retain, while also fueling more accurate and agile 
workforce planning. 

This report shows you how to meet the future with 
the confidence only data can provide. 

➔3
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Solving Through 
Uncertainty  
Becomes  
New Norm

Trend 1
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The challenge 
How can we respond to  
ever-changing talent needs?

Matching talent to fluctuating demands has 
become a weekly and day-to-day challenge. 
Reopening the US economy resulted in more 
hirings, but the resurgence in COVID-19 cases 
led to a slowdown as employers grew cautious 
once more.6 Plans have also been disrupted 
through change in employee behavior either 
through absence, resistance to certain working 
conditions, and turnover.

Facing an uncertain recovery in the months 
ahead, many organizations will continue to focus 
on here-and-now operational workforce  
planning.7 Due to the unpredictability and 
volatility around short-term profitability, cost 
containment will continue to take center stage 8—
even for those organizations seeing increases in 
demand.

The rethink 
Agility must become a core 
business competency

Based on previous recessions, we already know 
that organizations that avoid a purely clinical 
approach to talent decisions will emerge from 
this crisis stronger than their competitors.9 
With thoughtful risk-taking strategies, saving 
livelihoods and controlling costs need not be 
mutually exclusive. For example, while many 
businesses were forced to cut staff, others 
were ramping up hiring efforts, which led to 
collaborations that were previously unthinkable.10 
Organizations that once competed for talent 
teamed up to redeploy displaced workers to 
where they were needed most.  

An agile process that supports planning—whether 
it’s three months ahead or one day ahead—
requires rethinking the tech landscape and 
regular workforce planning conversations with 
business leaders, especially Finance. This is not a 
temporary requirement. 

“There will be more remote workers and more 
part-time remote workers when we return to 
normal. We need more advanced analytics, 
pushed down to line managers, to manage those 
types of workers effectively,” says Russell Klosk, 
Strategy Principal Director, Talent & Organization, 
Accenture Strategy, of Accenture. 
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The response 
Agile workforce planning 
actions to take in 2021 

Implement data-driven scenario 
planning immediately

Resilient organizations develop workforce 
plans for multiple situations, whether it involves 
divestitures, splits, no growth, slow growth, 
medium growth, or rapid growth. This will help 
you understand the range of possibilities for 
tackling cost challenges and pursuing new 
opportunities. 

Unsilo your data

Oftentimes, information is spread across the 
organization in siloed systems within various 
departments, making it difficult to aggregate 
and reconcile. Look for workforce planning 
technology and tools that enable your team 
to create and compare different workforce 
planning scenarios (each with different workforce 
movement and cost assumptions) and build 
multiple contingency plans.

Focus on skills rather than jobs

In 2020, many individuals found themselves 
switching to completely different roles—with 
these changes taking days, not months. In 
the Finance sector, for example, leaders used 
analytics insights 11 to move people from 
processing claims to selling new policies. They 
can move people back and forth based on 
weekly—even daily—demand. To avoid doing this 
in a vacuum, make sure skills information—from 
systems that track time and attendance, customer 

The analysis 

Answer these questions with 
data to prepare for 2021

• What is our internal supply likely to be for 
critical roles?

• What segments of our workforce will shrink 
or grow the most as business models 
change?

• How can we minimize the future needs for 
RIFs by planning for voluntary attrition, 
re-training and re-assignment to align with 
business demand?

• How can we recruit and grow needed skills 
over time rather than compete externally 
for talent on a reactive basis?

• How can we improve management/
organizational efficiency by monitoring 
and increasing spans of control?

Trend 1: Problem Solving Through Uncertainty Becomes New Norm

Take a fact-based approach to reskilling

Good people will stay and perform if they see a 
role for themselves that will move their career. 
Reskilling has helped soften the economic blow 
of the pandemic 12 and enabled organizations 
to increase career opportunities. Using people 
analytics, you can discover which employees are 
the best candidates for reskilling, and quantify 
who is likely to succeed at training and likely to 
stay with the organization long enough to get the 
training needed and use it to benefit the business. 

Develop flexible budgets and processes

Unforeseen circumstances, like COVID-19, pose a 
challenge to HR teams that don’t have the budget 
flexibility to adapt to the changing environment. 
With a shorter planning cycle in place, you 
need to quickly realign resources to different 
projects as they become more critical. Being 
able to take action on short-term planning cycles 
means HR teams need to be far more efficient 
at understanding and tracking their data; look 
to automation and analytics-based processes to 
replace inefficient manual data reporting.
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service, skills, and sales—is securely and quickly 
shared around the organization to multiple 
different work groups and people managers.
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How will monitoring productivity be 
different this year?

The risk most companies run with monitoring 
is confusing “activity” with “productivity.” In the 
past, most productivity measures were direct 
(how much did you sell?) or indirect (engagement, 
time spent in the office, task completion). Since 
the traditional measure of productivity for 
knowledge work and service work was time in the 
office, this has been upended, and risks being 
overwhelmed by “activity-based” measures as 
opposed to “output-based” measures. My guess 
is that there will be a new science to looking at 
productivity, but what that will look like is still 
being developed—so it is too early to tell.   

Russell Klosk 
Strategy Principal Director 
Talent Organization

Partner
Q&A

Matt Stevenson 
Partner and Leader, 
Workforce Strategy & 
Analytics Practice

Partner
Q&A

What workforce planning improvements 
are needed to weather uncertainty in 
2021? 
 
The trends that were once pushing companies 
toward Strategic Workforce Planning as 
a business differentiator (demographics, 
globalization, the power and democratization of 
analytics, Future Workforce, etc.) all accelerated 
during the COVID-19 crisis. This forced a shift to 
more transactional and near-term activities such 
as defining what are essential roles vs. critical 
roles.

 
To up their game, HR needs to infuse analytic 
skills in every job in the workforce and build the 
processes, capabilities, and tools to not only 
be data-driven, but also forecast future work 
effectively and build the workforce plans to meet 
those business needs. HR is going to need to be 
very agile over the next 12 months, as we figure 
out how to flex and respond to COVID-19 and its 
impacts on workers and the business. Until we get 
past this crisis, it is going to define what HR does. 

Where is the biggest workforce planning 
opportunity?

We are starting to have true AI, where advanced 
analysis and decision making can be done by a 
machine. But we need better analytics to enable 
the machine to make decisions the way that 
humans do—and that’s going to accelerate. This 
technology will change every job in the next five 
years. Identifying the new skills and skill proximity, 
and how people can be more fluid in how they 
work and how organizations utilize them, is all 
dependent on good visibility and analytics.  

Trend 1: Problem Solving Through Uncertainty Becomes New Norm
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What are the opportunities and 
challenges of maintaining socially 
distant workforces?

In terms of maintaining a socially distant 
workforce, this means you can hire in labor 
markets that previously were geographically off 
limits. It presents an opportunity to organizations, 
and HR functions that can take advantage 
of this will provide tangible benefits to their 
stakeholders. 

However, we observe that “work from home” 
works better for people without kids and large 
houses. Broadly, it is tougher for people in 
crowded conditions who have lost access to 
childcare. If your workforce leans one way or 
another, you either have an advantage or a 
risk. The risk can be managed, but it has to be 
done purposefully to help employees remain 
productive.

Careers and career progression will also be 
different for people who stay remote. The 
organization risks creating a two-tiered career 
structure that has different rewards and career 
progress for folks who are in the office and those 
that are remote (i.e. out of sight and out of mind). 
Thus, HR should use people analytics to figure out 
how these two career paths are different, and add 
that to the design of the employee experience.
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What is the biggest opportunity with a 
digital workforce? 

A new driver and enabler of innovation is 
emerging: inclusive design. Through inclusive 
design, technologies can be used to create 
more accessible environments (both physical 
and digital). This will enable everyone—not just 
those who represent the averages of general 
demographic segments—to participate in and 
benefit from the digital economy. It also creates 
new distribution channels and markets (more 
revenue for companies), and new entrants into 
the workforce (more taxpayers and more balance 
in the labor market). 

Given that many of us can (and do) work from our 
devices and are untethered to a physical space, 
the interesting question is how organizations 
can provide digital infrastructure and tooling 
“as a workspace” that is just as important as 
the physical one. This can bring both the Real 
Estate/Space planning and the IT organizations 
together to jointly plan how to design a workplace 
experience, and integrate the physical and digital 
worlds. 

What are the top strategies for filling 
workforce skills gaps in 2021?

Over the past decade, in pursuit of satisfying 
shareholders, companies focused on cost 
reductions, which typically include a workforce 
reduction under the guise of skills obsolescence. 
Despite the current labor markets, there are 
fewer digitally-savvy candidates in the market. 
Companies now have to rethink their workforce 
and hiring strategies and instead invest in 
upskilling their workforce. HR has an opportunity 
to shape these strategies. 

Ramping up can take multiple forms such 
as partnerships with educational institutions 
and public sector or with startups, forming 
coalitions with other organizations, lessening 
the credentials requirements or a combination 
of all. Most of these efforts will still be about 
investing in technical skills. Opportunities will lie 
in supplementing those with soft skills such as 
design thinking, accessibility, communications, 
collaboration, and foundational skills.

Stela Lupushor 
Founder

Partner
Q&A

“Ramping up can take multiple 
forms such as partnerships with 
educational institutions and 
public sector or with startups, 
forming coalitions with other 
organizations, lessening the 
credentials requirements or a 
combination of all.”

Trend 1: Problem Solving Through Uncertainty Becomes New Norm
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Must Happen
Now
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The rethink 
D&I must be embedded in  
an organization’s DNA

Failure to take action and make real progress will 
not be an option in the tumultuous months ahead. 
D&I initiatives aren’t just about being virtuous, 
improving business performance,18 or reducing 
turnover; they are about avoiding bad press and 
class action lawsuits. Furthermore, the employee 
perceptions of decisions made during this crisis 
will count double as the economy starts to 
stabilize and recover.

The good news is that many organizations are 
already sitting on a wealth of data that can help 
them build meaningful strategies to action on 
D&I and make it a core part of every business 
operation, process, and policy. Kelly Reed, 
Managing Director, Global People & Culture 
Solutions of Lockton Companies advises 
organizations to tap into layered operational 
(hiring, promotion, and pay equity analytics), 
experiential (employee pulse surveys), and 
behavioral (organizational network analytics) 
data sources to understand and advance D&I 
objectives. 

Those who have invested in people analytics can 
answer D&I questions across the entire employee 
lifecycle, revealing insights to help them better 
attract, develop, and retain diverse employees. 
For example, an industrial manufacturer used 
people analytics to discover that as women 
moved through the hiring process, many were 
dropped during the interview process.19 Armed 
with this insight, they were then able to develop 
targeted programs to address this specific issue.

Inclusion is also an important area of focus: 
Common definitions of this focus on feelings 
of inclusion. Indeed, opening up listening 
channels and engaging in two-way dialogue with 
employees is key. However, a broader definition 
of workplace inclusion also focuses on the ability 
of individuals to participate where key decisions 
are being made and the opportunity to make an 
impact and add value within the organization—no 
matter your background or identity.

Trend 2: D&I Action Must Happen Now

The challenge 
How can we demonstrate  
a commitment to D&I?

A confluence of factors—the COVID-19 pandemic, 
Black Lives Matter, and negative economic impacts 
on women and minorities—has brought diversity and 
inclusion to the forefront with a heightened sense of 
urgency. 

But a wariness of empty promises remains. 
“Corporate America is ready to take action…or 
something” states a June 2020 article published in 
The Atlantic.13 Through 2021 and beyond, employees 
and the general public will increasingly demand that 
leaders face reality and address core issues within 
their own corporations.

This won’t be easy. Traditional diversity programs—
mandatory training to address bias, job candidate 
testing, and grievance systems—have been proven 
to actually make firms less diverse.14 In spite of being 
cited as a talent management priority for years, a 
Gartner survey found that “only 36% of D&I leaders 
report that their organization has been effective at 
building a diverse workforce.”15 

Additionally, organizations are being held accountable 
to report on the diversity of their organization as 
a metric for their overall business health. In 2019, 
the ISO laid out 23 core metrics for reporting on 
human capital management,16 and in August of 
2020, the SEC adopted a new disclosure rule on how 
public companies manage their workforce. Both 
of these instances show a trend towards increased 
transparency about people metrics, and a financial 
risk of not showing improvement in creating and 
maintaining a diverse workforce.17



The response 
D&I actions to take in 2021 

Account for everyone

Knowing where the organization sits overall in 
terms of diversity is a good place to start, but 
averages obscure pockets of risk. For example, 
the World Economic Forum’s Global Gender Gap 
Report 2020 reveals that workforce participation 
for women is not improving when the analysis 
incorporates women of color.20 Effective leaders 
go beyond blanket numbers and examine the 
multi-dimensionality and intersectionality of 
diverse workforce groups. 

Determine the full impact of innovations 
like automation

The pandemic is accelerating automation across 
multiple industries,21 as robots, after all, don’t get 
sick. As new innovations are adopted, make sure 
specific groups of people don’t get left behind. 
For example, McKinsey reports that “African 
Americans could experience the disruptive forces 
of automation from a distinctly disadvantaged 
position.” 22 Leverage your workforce data to 
determine who will most likely be affected by 
automation and how these individuals could 
benefit from reskilling efforts. “Reskill and 
Restart,” for example, is an online platform 
launched by Infosys that enables organizations 
to hire people who are undergoing job-specific 
training and explore reskilling opportunities for 
their current workforce.23

The analysis 

Answer these questions with 
data to prepare for 2021

• How diverse are our leaders and feeder 
roles for leaders?

• What skills do we need to transform our 
business and how can women and diverse 
employees be trained to acquire those 
skills?

• Where are diverse candidates opting out 
during the recruiting cycle? 

• Are our high performing minority 
employees choosing to exit the 
organization faster than non-minority 
employees in the same roles? 

• How does the diversity of the interviewer 
impact diverse and non diverse applicants?

• Which diverse employees are most at risk 
of resigning?

• Which diverse employees should be 
considered for promotion?

Trend 2: D&I Action Must Happen Now
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Examine your processes

Analytics helps you uncover D&I issues across all 
your employee lifecycle processes. If you don’t 
see positive trends in every process, there may 
be opportunities to improve. For example, a 2020 
Visier report24 shows that, in spite of years of 
incredible media attention, women are less likely 
to succeed a male in an upper management role 
than men are to succeed a female—although we 
are seeing some leading indication of change 
happening in lower levels of management. By 
quickly determining where you should make 
changes, and the impact of those changes, you 
stay ahead of risks that can cost the business in 
fines, lawsuits, and reputation.
 

Keep leaders accountable 

By tying D&I to—not just an HR initiative—but 
business health and sustainability, organizations 
will help mobilize entire workforces and create 
real change as a result. One way to do this is by 
recognizing leaders who prioritize diversity and 
tie compensation and advancement to D&I action. 



How should we balance employee-first 
strategies and cost control measures 
next year?

Within reason, the two concepts should not 
be at odds. There is extensive research that 
demonstrates a direct correlation between 
employee experience and financial results. 
Contrary to stereotypes about lavish corporate 
campuses and a talent war won by the highest 
bidder, the evidence reveals that exceptional 
employee experience is vastly more rooted in 
culture, leadership, shared mission, and a sense 
of individual purpose and worth.

With the workforce likely being the single largest 
cost-center in your organization, effective cost 
control should start with hyper-focus on nurturing 
engaged employees, who are statistically more 
productive, provide discretionary effort, and 
have lower turnover. HR should study the many 
credible resources available around modern 
Employee Experience (EX) design and implement 
and champion a cultural strategy built on the 
cornerstones of high-performing EX.

Matt Petersen 
Managing Director of 
Technology Experience

Partner
Q&A
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What does the future of work and people 
analytics look like over the next 12 
months? 

The COVID-19 environment has thrown a wrench 
in most companies’ 12-month plans. Hopefully, 
companies that use analytics have been able to 
make quick financial adjustments.  The concern 
I have is how accurate people analytics is 
with an unknown variable being added to the 
situation—specifically predictive analytic models. 
Unfortunately, most executives do not have the 
ability to adjust models with an unknown variable 
like the impact of an epidemic. 

Take for example a top producing employee 
classified as “not likely to leave” the company. 
Now we need to throw in the impacts of the 
employee’s new work environment (for example, 
working from home with three small children). 
The question is how the new environment 
impacts production, job satisfaction, and the 
employee’s ability to continue work. If possible, 
adding family demographics, length of commute, 
and technology infrastructure to current people 
analytics models will give valuable new insight on 
your workforce. 

Rebecca Stewart 
District Sales Manager

Partner
Q&A

Trend 2: D&I Action Must Happen Now

“There is extensive research that 
demonstrates a direct correlation 
between employee experience 
and financial results.”
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If HR leaders leveraged ONA for one 
thing to succeed in 2021, what should it 
be and why?

ONA is a critical tool in using data to understand 
patterns of collaboration and innovation within 
these evolving distributed workplace models. 
Existing embedded structural constraints, barriers 
and bottlenecks will not disappear in a digital and 
remote workplace. In fact, ONA highlights that 
these are often further amplified. ONA data allows 

Has the health crisis changed the 
trajectory of automation?

We’re seeing automation accelerate pretty 
significantly. The thing that we know is that 
we come out of each recession with more 
automation than when we went in. And during 
this pandemic, we have two triggers for 
accelerating automation. In addition to the typical 
cost drivers associated with a typical recession, 
you’ve also got the social distancing and physical 
spacing issues associated with getting work done.
 
In one of our surveys, we talked to about 800 
companies around the world, and 23% said they 
were increasing the amount of automation that 
they were using. It raises some concerns given 
the potential for a jobless recovery, as we look at 
how we come out of this pandemic. In terms of 
budgets, it’s really fascinating because Morgan 
Stanley did a survey of CIOs and CTOs and 
virtually all of them said that they were going to 
continue increasing their technology budgets.

Will demand for gig work decrease or 
increase?

The gig side of the equation is fascinating 
because there is growing recognition of how 
pivotal gig talent is to the way work is done. We’re 
seeing a spike in demand during this pandemic, 
particularly in certain industries that don’t want to 
take on FTEs but are seeing increasing demand. 
So they engage with gig workers because it gives 
them the flexibility to adjust their operations as 
demand shifts.

HR leaders to look beyond standalone changes in 
activity to understand how underlying networks 
are being impacted. 

To succeed in 2021, HR leaders should leverage 
ONA to make prioritized decisions about focusing 
on those most disproportionately impacted 
by remote work, decisions about distributed 
models based on which teams and functions are 
optimized by working in-person, and decisions 
about how to nurture cultures which promote 
inclusion, diversity and creativity within digital 
and remote work models. 

Why and how should organizations 
leverage ONA to create more diverse 
and inclusive workplaces?

Organizations need to understand Diversity, 
Equity and Inclusion (DEI) outcomes within the 
context of different underrepresented groups, 
as well as across the intersection of complex, 
overlapping identities. A key determinant of 
DEI outcomes is how the relationship networks 
for underrepresented groups influence their 
access to different opportunity structures such 
as promotable work opportunities, high status 
sponsors, and early access to information. 

Because relationship networks always evolve, 
organizations can leverage ONA data to explore 
these in a nuanced way and dynamically measure 
the impact of interventions. Such an evidence-
based approach strengthens C-level sponsorship. 
Using ONA data in a participative and transparent 
way also ensures empowerment of all individuals 
as active participants in building more diverse 
and inclusive workplaces.

Manish Goel
CEO

Partner
Q&A

Ravin Jesuthasan 
Managing Director &  
Global Practice Leader

Partner
Q&A
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The challenge 
How can we ensure people 
stay engaged through multiple 
disruptions?

Remote working has been a business continuity 
lifeline through lockdowns and stay-at-home 
orders,25 but its broader, permanent changes 
are still unknown. After a study revealed that 
remote working had impacted overall productivity 
and “creative combustion” within the company, 
JPMorgan urged their staff to return to the 
office.26 But Twitter took the opposite stance and 
announced staff could permanently work from 
home.27

There are also compelling workforce cost 
implications to consider. While a shift to home 
offices could mean more employees in low 
cost locations, it could also create more job 
opportunities for key people who work remotely.28 
Organizations will be moving into recovery facing 
different supply-and-demand dynamics for talent.

Digital and distributed teams are leading 
businesses to new ways to keep track of 
employees. Makers of employee monitoring 
tools have seen an uptick in demand for their 
software, for example.29 However, taking a 
surveillance approach may open up employee 
concerns over how their data is being used 
and impact productivity overall. Furthermore, 
monitoring activity is not the same as monitoring 
productivity.

The rethink 
Employee experience must be 
optimized beyond the office 
walls

Studies have shown that a strong employee 
experience is a predictor for financial 
performance.30 While the employee experience 
was at the top of HR’s priority list pre-pandemic, 
there will be “cultural evolutions to the new 
normal,” states Matt Peterson, Managing Director 
of Technology Experience at Insperity.

“By committing to a ‘culture-by-design’ 
methodology versus an organic, habit-based 
culture, you can identify strategies to retain 
the best pieces of your culture in a hybrid work 
environment, while proactively identifying and 
rectifying the components of your culture that get 
lost in a virtual setting,” adds Peterson.

Furthermore, it’s critical to examine productivity 
from within the broader perspective of creating 
a more positive employee experience. With the 
right approach, insights gleaned from digital tools 
will provide organizations with an opportunity 
to better understand their workers, strengthen 
trust,31 and better position their organizations for 
recovery. 
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skills.34 Survey tools like Qualtrics—along with 
employee feedback platforms like CultureAmp 
and employee engagement platforms such as 
Glint—have enabled organizations to get a pulse 
on employee sentiment.

Understand how team dynamics are 
changing 

Organizational Network Analysis (ONA) provides a 
realistic view of how people really communicate, 
are included, and build networks—which is very 
different from what is depicted on the traditional 
org chart. This is helpful for a manager to get 
a sense of whether certain employees are too 
isolated, are not being included, or whether 
people are working as a team.

Take data governance seriously

Transparency, and clear objectives, about the 
purposes of data collection is paramount: If 
employees understand that there is a payoff for 

The analysis 

Answer these questions with 
data to prepare for 2021

• What kind of support do people need 
to collaborate with their colleagues 
effectively while working remotely?

• How should we be adjusting our 
performance goals to reflect current 
realities? 
 

• Do leaders and managers have the 
tools they need to drive a culture of 
performance on their teams?

• How can we inspire employees with 
development opportunities that can 
help them make and impact on our 
organization?

• Are we seeing a change in overall 
performance between in-office and remote 
workers, and if so, what is driving that 
disconnect?

them in the form of a better experience, and that 
this is not a Big Brother approach to workplace 
monitoring, then they will be more willing to have 
this information collected and analyzed.

Revisit the organization’s core purpose

89% of executives believe a strong collective 
purpose drives employee satisfaction.35 The 
events of 2020 have left many employees with 
the desire to do more, not just for their personal 
growth, but for the greater good. To realign 
organizational priorities on a structural level, 
leaders should engage in a full assessment 
of where they are headed from a purpose 
perspective. Serving multiple stakeholders 
(customers, employees, shareholders, and the 
environment) requires monitoring different 
types of business outcomes and managing 
multiple tradeoffs. This will require a new set of 
metrics to define business success, along with 
more sophisticated analytics to manage the 
complexity of people decisions.

Trend 3: The New Expectations Around Employee Experience

The response 
Employee experience actions 
to take in 2021 

Employee well-being must come first

With increasing numbers of employees at risk for 
depression,32 poor well-being is proving to be a 
major productivity concern. There is no shortage 
of apps that can help (which cover everything 
from mental and physical health, social concerns, 
and financial security), but these alone can’t 
move the needle on wellbeing outcomes like 
increased vacation time, improved employee 
sentiment, and reduced unplanned absenteeism. 
This requires the ability to combine data from 
multiple disparate sources—connecting data from 
the HCM, wellbeing platforms, and engagement 
survey results together to produce rich insights.

Consider low technology options

Addressing the personal stressors for employees 
(women in particular) who are facing additional 
childcare responsibilities33 will involve sound 
HR policies like job sharing arrangements and 
scheduling flexibility. The effectiveness of these 
programs can be measured to determine how 
they can be adapted in a post-pandemic world, 
for example, to retain high-performing women.

Seek new ways to stay connected to employees
A key component of productivity is continuous, 
two-way dialogue: managers must be able to 
both share and receive information from their 
teams. This type of dialogue doesn’t come easily 
in remote work, especially when long periods 
of isolation have impacted people’s social 

“Connecting 
data from the 
HCM, wellbeing 
platforms, and 
engagement survey 
results together 
[produces] rich 
insights.”
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What are some ways leaders can keep 
D&I at the forefront when designing 
strategies for the future of work? 

As organizations grapple with how to upskill their 
people on how to become more inclusive leaders, 
they must personalize the learning employees 
receive. Employees today are stretched thin. They 
have very little time to learn new skills. However, 
with the use of technology, companies can 
understand the learning needs of the individual 
employee and only serve them the content 
elements that are most relevant, thus saving 
the employee time and increasing the learning 
effectiveness. Moreover, these same tools can 
overcome the feeling of isolation that so many 
feel due to the pandemic and foster inclusion 
through active, collaborative learning. 

How can leaders best take action on 
their promises and D&I goals over the 
next 12 months? 

Bold commitments must be met with bold 
actions. One of those bold actions is being 
comfortable admitting that while your company 
is not racist, racism still exists within your walls 
in the form of processes, policies, and ways of 
working. Another such action is employing a 
systematic approach to eliminating the bias that 
taints the diverse employee experience. Using 
data to understand these pain points will paint a 
clear picture of what interventions must be set in 
place to achieve equality. Once companies apply 
the same rigor to fostering inclusion as they do to 
a product launch, results come easier. 

 

How will workforce planning priorities 
change next year?

Workforce planning is crucial to company 
success, and a primary concern should be 
reassessing and identifying the critical roles that 
the company needs to face business concerns 
now. One way to reduce costs associated with 
the hiring process is to instead look at current 
employees and see how their skillsets can be 
used outside their traditional roles. 
Another way that workforce planning can help 
is by identifying tasks and jobs that can be 
done completely remotely and hire temporary 
workers. Create temporary “transitional” remote 
work opportunities. In creating such roles, 
employers would have the ability to define the 

duties, compensation level, and duration of the 
programs. Employers should clearly communicate 
all rights to modify or discontinue programs 
should they need to.

How will people analytics help HR over 
the next 12 months?

People analytics will be able to help HR by 
improving performance and productivity, 
upskilling/reskilling to talent mobility, and helping 
optimize employee engagement and experience 
for workforce sustainability. For example, people 
analytics can be used to redefine and design 
better metrics for performance management.
Additionally, during a time when employees are 
(and will continue to be) stressed out, exhausted, 
and at risk for burnout and mental health risks, 
employee engagement and experience data 
can help leaders understand how to adapt work 
policies and practices, deploy much needed 
resources, and create a work environment that 
leads not only to high performance, but also high 
engagement and workforce sustainability.

Kelly Reed
Managing Director,  
Talent & Culture

Partner
Q&A
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How can organizations leverage ONA to 
survive the ongoing health crisis? 

Companies must be agile and able to change 
direction quickly, and managers should be able 
to think on their feet and take risks. Likewise, 
the unpredictability of the current situation 
calls for a new type of leadership. Companies 
should ‘map’ their high potentials according to 
their leadership styles and find decisive, firm, 
and action-driven leaders to head the company 
during the crisis. 

One of Yva.ai’s clients, a hospitality software 
development company, used ONA to identify the 
informal leaders who can guide the company in 
times of uncertainty and make quick, responsive 
choices. As a result, the company shortened 
time-to-market, launched a new product aimed 
at helping restaurants during the lockdown, and 
sales returned to pre-COVID levels. 

How can companies use ONA and people 
analytics to mitigate employee burnout?

In this changing work environment, companies 
must be very attentive to the wellbeing and 
productivity of their employees. ONA and 
collaboration analytics prove that some people 
become more distant and detached, while others 
are overwhelmed with remote digital work and 
quickly become stressed, frustrated, and burned 
out.

Collaboration analytics can mitigate this 
by detecting and predicting such patterns 
both individually and collectively by groups 
of employees filtered by territories, gender, 
role, and tenure. Combined with automatic 
active continuous employee listening (smart 
pulse surveys), integrated real-time employee 
experience platforms help to enact necessary 
measures to address problems before it’s too late.

David Yang
CEO & Co-Founder

Partner
Q&A

“Companies should ‘map’ their 
high potentials according to 
their leadership styles and find 
decisive, firm, and action-driven 
leaders to head the company 
during the crisis.”

Trend 3: The New Expectations Around Employee Experience
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Conclusion

In an environment that is characterized by extreme uncertainty, 
charting a path forward is not easy. But many leaders have risen to 
the challenge and focused on the connection between people and 
business agility. Now, more than ever, there are opportunities to:

• Explore reskilling options for the current workforce and hire 
people who are undergoing job-specific training

• Identify the informal leaders who can guide the company in 
times of uncertainty and make quick, responsive choices

• Move the needle on well-being outcomes like increased vacation 
time, improved employee sentiment, and reduced unplanned 
absenteeism

• Paint a clear picture of what interventions must be put in place to 
achieve equality 

With an agile framework for decision-making that is guided by real-
time data, leaders can quickly make the evidence-based people 
decisions that are needed through a crisis. The right mix of grit, 
empathy, and thoughtful risk-taking tactics can help organizations 
withstand the demands of today—and thrive tomorrow.

Business leaders have been forced to 
acknowledge a fundamental truth head-on: 
traditional talent management models were 
not designed to keep pace with high levels 
of instability. Whereas it was once possible 
to predict future operating environments 
with relative certainty and remain committed 
to one plan of action for years, organizations 
must now continually revisit their modus 
operandi on a day-to-day basis.
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The  
Social Reset



In 2020, everything we’ve known – from daily routines to long-term 
ambitions – has been disrupted beyond recognition. In the face of an 
increasingly visible and vicious climate crisis, a global pandemic, and 
a civil rights movement, the global population has been forced to face 
the cracks in our society’s established order of business, and reassess 
what’s important as we grapple with an uncertain future.

Social has played a central role in the theatrics. With lockdown shaping 
much of our experience in early 2020 – at its peak, the first wave of 
Covid-19 saw over 3.9 billion people confined to their homes – the role 
of digital tools and communications have been pulled into even greater 
prominence. 

As a result, our relationship with these channels – how we use them, and 
how we feel about them – has undergone an irreversible transformation. 
In some instances, inertia has been overcome; live content, shopping 
via AR and paying to customise an avatar are all behaviours that 
have entered the mainstream. But deeper systemic issues in these 
technologies have also come to light – we’ve been reminded how 
quickly misinformation around vital issues can spread, for example, 
and the disproportionate power of bad actors in digital spaces. 

As we move into 2021, we’ll see people re-evaluate the role platforms 
should play in their lives, rethink which sources they engage with, and 
relearn how to use social in line with tectonic shifts in the drivers that 
underpin our screentime. This is the social reset.  



Certain events from the past year have played out in interesting ways online.  
Some will have an irreversible impact on the way we use social platforms in 2021 and beyond.

The events shaping social

April 2020
Over half of humanity  
is under lockdown
As governments and medical 
institutions looked to abate the 
spread of Covid-19, lockdowns 
were enforced globally, with 
April seeing over 3.9 billion 
advised to stay at home. In this 
environment, social platforms 
were forced to adapt to a 
wealth of new content needs.

June 2020
The death of George Floyd 
spurs global BLM protests
The unlawful death of George 
Floyd highlighted tensions 
around police brutality in the 
US and beyond. Black Lives 
Matter protests mobilised 
across the world, seeing 
thousands from all 50 US 
states and 18 other countries 
march for Black lives.

August 2020
Trump makes moves to ban 
China-owned apps from the US
The lives of TikTok and WeChat in 
the US hang in the balance. The 
former has seen a diverse roster 
of investors (like Walmart) lean 
in, while the suggestion of a ban 
on China-owned apps brings the 
prospect of enforcing domestic 
internets (like China’s) into the 
Western consciousness.

January 
 More than half 
of the world’s 
population is now 
on social media

 Australian 
bushfires underline 
the devastation 
of climate change 
and spur action 
among global 
communities online

February 
 The threat of 
Covid-19 begins 
to impact the 
global economy

March 
 Covid-19 spreads 
beyond China and 
the WHO declares it  
a global pandemic

April 
 TikTok sets the 
record for most 
downloads in a 
single quarter for 
a social app ever

July 
 India bans TikTok, 
along with 58 
other Chinese apps 

 #StopHateForProfit 
sees brands boycott 
Facebook

August 
 Jeff Bezos 
becomes the first 
person in history 
to have a net worth 
exceeding US$200 
billion, fuelling 
conversation around 
wealth inequality

May 
 SpaceX launched its 
first ever crewed flight, 
Dragon 2, which was 
live streamed to the 
global population in 
landmark online event

June 
 Statues linked to 
slavery are pulled 
down globally in 
response to BLM 
protests 

 J.K. Rowling gets 
into digital row over 
trans rights, igniting 
wider conversations 
around inclusivity for 
trans communities

September 
 The global death 
toll from Covid-19 
exceeds one million

Global Digital Report, 2020
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The 
Simple Life 

People are re-evaluating the 
things that are most important 
to them, sharpening a desire 
to pay more attention to 
life’s simple pleasures, and 
reconsidering the role social 
can play in enjoying them. 

  Page 10

Amid new constraints, ‘armchair 
activism’ has undergone a 
practical transformation, 
bolstered by global 
communities who’ve realised the 
power they wield can translate 
to tangible offline change.

The notion that screens and 
social have a negative impact 
on our offline relationships is 
falling away, as people begin to 
overcome the inertia attached 
to tools that are designed to 
humanise digital interactions. 

People are being more 
discerning about who they 
follow, and why. They’re not 
unfollowing beautiful people, 
but they are putting more 
emphasis on the tangible value 
these figures bring to the feed. 

Amid the new content needs 
of 2020, people have evolved 
the way they engage with 
social, repurposing old tools for 
new purposes, and expanding 
their already prominent role in 
everyday life.

In a landscape of duetting and 
out-of-context soundbites, the 
process of content creation 
is becoming more communal. 
Social platforms are evolving 
into spaces for people to co-
create, not just engage.

  Page 16   Page 22   Page 28   Page 34   Page 40

Practical 
Advocacy 

In-Feed 
Intimacy 

Open-Source 
Creativity 

Unbound 
Platforms 

Reliable  
Idols 
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People are using social to 
reconnect with their core values 

1
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What’s
driving it?

1

3 

People are engaging more with their local communities 
via digital channels

During Covid-19, local tool kits for how to protect 
the vulnerable were templated and shared. Some 
communities used WhatsApp groups to stay connected 
to those in their locale. In Canada, ‘care-mongering’, 
which has seen thousands join Facebook Groups to 
provide the feeling of community support, continues to 
thrive. Even as lockdown has eased, these spaces have 
been repurposed to organise neighbourhood watches, 
or simply to keep in touch.

People are escaping to simplified virtual realities

Whether through the globally successful Animal 
Crossing or the resurgence of digital roleplaying (from 
a Facebook Group where we pretend to be ants, to one 
where we pretend the pandemic isn’t happening), those 
unable to escape the anxieties of life in the physical 
world are finding solace in virtual ones instead.

People are engaging with influencers who practice 
simplicity as a lifestyle

There has been a rise in communities like Gardening 
TikTok and the cottagecore movement – a Tumblr-
born aesthetic defined by mostly city-based women 
participating in quaint, agricultural aesthetics and 
hobbies. People are using social to share a renewed 
enjoyment of simple offline pleasures with global 
communities of like-minded others. 

Social has become a 
highly individualistic 
and politicised space, 
which, in the context of 
the events of 2020, is 
leaving people wanting 
more from their feeds. 
There’s an awareness 
of how these powerful 
digital tools can be used 
for more wholesome 
ends that place greater 
emphasis on the 
important things in life. 

Lately, humanity has been pretty stressed out. The 
Gallup Global Emotions Report showed that in 2019 
more than a third of the global population said 
so. The events of 2020 have done little to ease the 
strain. Between wildfires, climate anxiety, a global 
pandemic and a civil rights movement, the desire to 
pull back to protect what’s most important to us has 
been heightened.

This isn’t just about health and family values, but 
simple pleasures too. Things that have been relegated 
in the context of modern life and an industrial 
society — the calm of being in nature, the pleasure 
of crafting or baking something from scratch, 
the comfort of feeling part of a local community. 
Social has not historically been a positive force in 
preserving those things: individualistic to the point 
of narcissism, globally connected at the expense of 
proximate interactions. We’re seeing a re-evaluation 
of values — and a re-evaluation of the role social 
can play in supporting them.

People are shifting the way they engage with their 
feeds, to complement and nurture, rather than 
impede, these priorities. Digital channels are being 
used to strengthen family bonds, from the surging 
trend for listening to podcasts together in the Middle 
East to the growing prevalence of co-creating 
TikTok videos in many parent–child relationships. 
Meanwhile, Gardening TikTok (which sees people 
share tips and tricks for budding plant parents) 
speaks to a growing community of people who are 
translating ‘slow hobbies’ into the digital space.

We’re seeing a 
re-evaluation of 
values — and a 

re-evaluation of the 
role social can play 
in supporting them

2
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Since launching his account 
in December 2019, prolific 
gardener Garden Marcus 
garnered over 7 million  
likes on TikTok 

   14

TikTok, 2020
1 Brands should celebrate the importance of the 

little things, not just the big things

Mobile game-cum-WeChat sensation from 
NetEase ‘100 Things To Do In Life’ is a checklist of 
everyday things that everyone should do, such 
as taking a family portrait or mastering a dish. 
Brands can have cultural impact by leaning 
into this celebration of the simple things.

Brands should invest in local communities

Digital channels are playing a growing role in 
how people engage with their local communities, 
so there’s an opportunity for brands to celebrate 
and invest in those communities. Heineken has 
been using digital channels to crowdfund and 
keep independent venues afloat, for example. 
Another way to do this is to partner with and 
celebrate the real people customers come to 
know and love, like a woman who works on the 
cheese counter in UK supermarket Waitrose, 
who has gained thousands of TikTok followers 
for sharing cheese facts.

2
Garden Marcus is leading the Gardening TikTok movement, which 

sees creators share tips and tricks for budding plant parents

Influencer Florence Rose embodies the quaint and 
dreamy #cottagecore aesthetic via Instagram Reels

USE IT
This shift calls for brands 
to demonstrate their own 
engagement with, and 
investment in, what’s 
important. On social, it’s 
an opportunity to use 
platforms to connect 
directly with consumers 
and what they care about.
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People are finding practical ways 
to mobilise from within their feeds 
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What’s
driving it?

1

3
2

People are getting an education on social justice via 
Instagram slideshows

Touted as ‘PowerPoint Activism’ by Vox, high-design 
101s created for the IG carousel format – like those 
posted by @soyouwanttotalkabout – are changing the 
way we consume information, and pushing Instagram’s 
role as a source of legitimate education and reading 
around social issues. 

Teens are coalescing into powerful online communities 
to boycott real political campaigns

The teens of TikTok made headlines in the run-up to 
the US presidential election for their very real trolling 
of Donald Trump. From ensuring that seats remained 
empty for his Tulsa rally to flooding his app with 
negative reviews, these online communities are driving 
offline consequences.

People are calling out virtue signalling

The black squares of Blackout Tuesday and the 
#ChallengeAccepted movement – which saw women 
post black-and-white photos of themselves in the name 
of empowerment (and maybe Turkish femicide) – both 
raised questions around why people are really posting. 
Hint: it’s not for social justice. “After ending racism with 
my black square I dismantle the patriarchy with a hot 
black and white selfie,” tweeted Taylor Lorenz. 

The innovation of 
long-form formats on 
traditionally short-form 
platforms like Instagram 
and Twitter has brought 
education and action 
to new audiences. This 
has normalised the 
behaviour of spending 
time consuming and 
engaging with posts 
in social, evolving the 
role of these platforms 
in culture from passive 
advocacy spaces 
to active spaces for 
accountability, learning 
and impact.

‘Armchair activism’ has long been considered the 
lazier cousin of getting out in the world. But amid the 
constraints of 2020, digital advocacy has undergone 
a practical transformation. It’s been bolstered by 
powerful online communities who, galvanised by 
voices elevated on social, are educating themselves 
and mobilising. They’re realising that online action 
can translate to tangible offline change.

People are using digital channels to make an impact 
in the physical world, whether fighting systemic 
oppression, or supporting those whose homes have 
been ravaged by natural disasters. Political TikTok 
has been blowing up. Educational resources are 
being shared via Google Docs. Clickbait activism 
is hoodwinking people into educating themselves. 
Brands are also repurposing their feeds to this end; 
#PullUpOrShutUp is an initiative by UOMA Beauty 
calling for its industry peers to be transparent 
about their in-house diversity.

After all, this is the year that the digital resonance 
of BLM led to the largest-ever organisation of 
protests in support of Black communities, with 
features like Snapchat’s Snap Maps aiding 
participation, helping people observe and 
locate marches in real-time. It’s forcing brands 
and platforms to reconsider their role in the 
conversation. Campaigns like #StopHateForProfit 
have even seen commercial powerhouses work 
together to put a dent in Facebook’s stocks, if only 
momentarily, while Ben & Jerry’s has spoken out 
against the status quo.

There’s been a 
realisation that 

online action 
can translate to 

offline change
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78% of American Gen-Zers have 
used social media to express 
support for Black Americans 

   20

Yubo,  2020

1 Brands should educate people where they can 

P&G has been running campaigns around 
anti-Black discrimination for many years. In 
2020 it has added weight to its campaign ‘The 
Look’, by releasing a number of educational 
resources outlining the research that underpins 
its content. It also helps people to understand 
how they can drive change on a personal and 
community level. This evolution sees the idea of 
a brand campaign transform from self-serving 
to something that uses a brand’s reach and 
profile to be a catalyst for change.

Brands should look to social to 
educate themselves

Learning from conversations among trans people 
on social about trying out their new names when 
ordering a Starbucks, the brand launched its 
‘What’s your name’ campaign. By working with 
young trans people to create video portraits for 
YouTube, and collaborating with trans charity 
Mermaids, this campaign demonstrated an 
understanding of how the communities it’s 
speaking to experience its brand. What’s more, 
Starbucks used the conversation unfolding on 
social to educate themselves on the matter.

2

USE IT
Blackout Tuesday encouraged 
brands to assess how they 
address injustice in their 
workstreams, workplaces 
and communications, but 
there’s no immediate solution 
to such entrenched issues. 
While all should focus on 
cleaning house, brands must 
get comfortable with the fact 
that whatever they say or 
don’t say could be met with 
criticism. In the short term, 
brands are adapting to a 
landscape in which social has 
become a more practical tool 
for advocacy and education.

Taylor Lorenz embodies the cynicism many felt this year at social media challenges that 
claim to be based on social good 

British creative and writer Chanté Joseph posts an educational highlight on confusing 
acronyms, a digestible 101 from a long-form article for independent media outlet gal-dem
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People are finding ways to humanise 
their digital communications 
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What’s
driving it?

People are using personalised avatars to humanise 
their in-chat interactions

From Apple’s Memojis to the recently announced 
launch of Facebook Avatars and VR playground, 
Horizon, people are inhabiting virtual versions of 
themselves to personalise and humanise their digital 
interactions. The result is a richer immersion in shared 
digital entertainment experiences.

People are using audio formats to communicate with 
more emotion and nuance

A new wave of apps like Chalk and Space are 
experimenting with audio formats that enhance 
intimacy. This borrows from the formats of apps like 
Discord, which combines the casual nature of a chat 
app like Slack with audio, enabling gamers to talk 
hands-free. LinkedIn has also added a voice-note 
function, while Twitter has introduced audio tweets, 
though its team is still working on ensuring these 
features are accessible to all.

People are connecting to like-minded communities in 
private digital spaces

People are seeking out niche spaces in which they can 
find like-minded users away from their public feeds. 
From the rise of Facebook Groups like supermarket 
Lidl’s ‘The Lidlers GB’ community channel to the 
branded Discord community from Hypebeast, people 
are finding intimacy in more private social spaces.

The ubiquity of social 
media has seen the 
novelty of large 
followings decline. 
Instead, people are 
prioritising the closest 
circles of their networks 
in digital spaces. This 
shift has been magnified 
by lockdowns, which 
have seen digital 
channels become 
significant lifelines to 
our loved ones outside 
our households. 

The narratives that circulate have often implied that 
social media damages our offline relationships. And 
while those anxieties still ring true – as demonstrated 
by Netflix’s The Social Dilemma – recent years have 
also seen some of those narratives begin to change. 
Instead of getting in the way of relationships or 
making them feel creepy, certain digital tools are 
being accepted as enhancements to offline life.  

During the pandemic, these tools became integral. 
While some have already fallen in the dust (looking 
at you, Houseparty), others promise to withstand 
the test of time. Facebook updated its suite of 
reactions with the ‘care’ emoji to facilitate more 
intimate interactions, TikTok introduced Small 
Gestures, which lets users send each other gifts, 
and mainstream audiences are finally on board 
with video communication; Bumble introduced a 
video chat function with great success, and Zoom 
meetings have become a workplace mainstay. 

Live-streaming platforms have seen audiences 
warm to a format that enables a more intimate 
connection with influential figures. Madonna 
wrote her biopic with screenwriter Diablo Cody 
on Instagram Live, while Jacinda Ardern took 
to Twitch to connect with voters. This reflects 
a broader trend of people connecting more 
intimately with creators via social video, which 
has been accelerated by the rise of TikTok. Its 
60-second video format is not just for dance 
challenges, but also used by creators to discuss 
complex subjects with empathy and nuance.

3

2
1

Digital tools 
have been integral 
to maintaining our 

offline relationships
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1 Brands should be humanising their digital 
customer services

Chinese beauty brand Perfect Diary created 
a virtual customer service representative 
named Xiao Wanzi to connect more 
intimately with customers in closed WeChat 
groups, and IKEA Italia has been hosting 
Instagram Lives with its store staff, creating 
more human touchpoints for its customers.

Brands can capitalise on this shift to generate 
a feeling of exclusivity

Speaking to people via more intimate formats 
can help customers to feel they’re getting 
an exclusive experience. February’s Milan 
Fashion Week saw Gucci send invites to show 
attendees via WhatsApp in the form of a voice 
note from creative director Alessandro Michele, 
and Korean beauty brand Glow Recipe 
has launched a private Instagram handle  
(@RealGlowGang) so its customers can 
directly input on product development and 
connect more directly with the brand.

2

Apple’s Memojis are helping people humanise the chat

83% of people globally feel 
brands should be using their 
social channels to create a sense 
of community and support 
Trust Barometer Special 
Report, Edelman, 2020

USE IT
In this landscape, 
brands should be taking 
this opportunity to 
facilitate more intimate 
connections with and 
between their customers, 
through private groups, 
humanised customer 
service and empathetic 
communications.

New Zealand Prime Minister Jacinda Ardern’s appearance on Twitch demonstrates how live 
formats are being used to make connecting with large audiences more intimate
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4
People want public figures to 
use their platforms responsibly 
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3
2

People are looking to influencers they trust to 
demystify complex issues

Self-taught economist Nathan Tankus has, according to 
Bloomberg, become a ‘must-read’ when understanding 
the state of the economy. London-based @nels9bills is 
a YouTuber translating his personal experiences into 
financial advice for his young following. Both exemplify 
how people are looking to relatable figures to help 
them understand complex issues. This creates new 
opportunities for brands in ‘unsexy’ industries looking 
to demystify their services.

People are following respected experts for free access 
to knowledge

While Dr Fauci became the beating heart of many online 
fan communities during the pandemic – a voice of calm 
and reason in an unpredictable landscape – we’ve also 
seen other healthcare professionals rise to fame on 
social platforms, from OB/GYNs to plastic surgeons to 
therapists. These experts are using social platforms to 
democratise knowledge people traditionally paid for.

People expect influential figures to give up their 
platforms for important issues

There has become an expectation that people with 
a platform should use it to benefit society. English 
footballer Marcus Rashford is using his platform 
to impact child food poverty, while megastars 
including Kim Kardashian and Leonardo DiCaprio 
staged a 24-hour Instagram boycott alongside 
#StopHateForProfit in protest of parent company 
Facebook’s role in distributing misinformation. 

In 2020, influencers have been placed under a 
microscope. Between creators breaking stay-at-
home orders, aspirational content being condemned 
as tone deaf and studies suggesting public figures 
have been responsible for as much as 69% of 
misinformation spread on social around Covid-19, 
people are holding influential figures accountable. 

People are being more discerning about who 
they follow, and why. In Singapore, someone 
even launched an ‘Influencer Glassdoor’. This is 
part of a broader shift away from aspiration for 
aspiration’s sake, and a growing emphasis placed 
on the tangible value public figures can bring to 
our lives. Medical professionals are blowing up for 
democratising information that typically comes 
with a fee, while specialists in niche fields are 
gaining traction for combating misinformation. 
Following the explosion in Beirut, for example, a 
cartographer went viral for posting an accurate 
map demonstrating the scale of the explosion. 

For those who’ve already grown sizable followings 
via the allure of beauty, success and luxury, this is 
about demonstrating integrity, accountability and 
a desire to wield the disproportionate influence they 
hold responsibly. When people looked to Selena 
Gomez as a voice during the Black Lives Matter 
activity, for example, she gave up her platform to 
Black figureheads who deserved it. Audiences aren’t 
unfollowing beautiful people. But they want them to 
be more than a pretty face, and to prove that they’re 
worth their place in the feed.
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What’s
driving it?
Recent years have 
seen a rising backlash 
against traditional 
influencers, with savvy 
social users falling out of 
love with a group that’s 
tarred as unrelatable 
and inauthentic. As the 
role of platforms like 
TikTok and Instagram 
shifts towards 
information alongside 
(and sometimes 
over) entertainment, 
expectations for this 
group to offer more 
tangible value to the 
people who follow them 
have heightened. 



Trustworthiness is 
the #1 trait people
have looked for in 
influencers and 
creators, following 
the outbreak 
of Covid-19 
GWI, 2020

1 Brands should be harnessing expert voices to 
address important issues

Fortnite hosted an in-game event series called 
We The People, enlisting speakers to discuss 
racism with authority. Chipotle collaborated 
with Queer Eye star Karamo for a Pride 

‘Lunch & Listen’ on TikTok. MTV partnered with 
Michelle Obama to encourage young people 
to vote. Brands should also be tapping into 
their own internal experts to evoke authority 
and inspire trust.

Brands should be vetting creators to assess 
their integrity

 In this landscape, the influencers brands work 
with will increasingly serve as shorthand for 
the kinds of values the brand itself upholds. 
Working with talent across the political 
spectrum will grow trickier, and people may 
even expect greater transparency around 
who brands are working with and why. We’re 
already seeing this play out in the dispute 
around Mulan actress Liu Yifei, with the Disney 
movie facing a backlash after she posted her 
personal political views to social.

2

USE IT
This shift will, of course, 
have an impact on 
how brands partner 
with talent. Influencer 
strategies will need to 
ensure there’s alignment 
on the values and beliefs 
of brands and those who 
advocate for them. In 
addition, to gain traction 
with audiences, brands 
should be learning 
from, and emulating the 
behaviours of, this new 
wave of influencers.

When people looked to Selena Gomez as an influential voice during the BLM protests, she gave up her 
platform to Black figureheads like Brittany Packnett Cunnigham who could better speak to the climate

Cartographer Joanna Merson has gained a following for correcting 
misinformation around the scale of the blast in Beirut 
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People are diversifying the ways 
they engage with social 

5



The horizons 
of social have 

expanded

D
IS

R
U

P
T

IO
N

What’s
driving it?

1

3

2

People are evolving the ways they engage with 
information on social

Twitter has evolved its quote retweet function to make 
tracking conversations a more streamlined process, 
and a spike in the use of Saves on Instagram points 
to a shift in how people organise content they want to 
come back to. As the reasons for using social platforms 
diversify, the way people explore and organise content 
is evolving accordingly.

People are attending scheduled digital events

Live content is enabling large-scale digital spectacles 
that give creators a new stage to perform on. This type 
of content is leading to a reassessment of social as a 
place to gather around spectacles, and it’s changing 
the way people fit these platforms into their lives. 
Rather than opening an app or tab on an ad-hoc basis, 
people are increasingly shaping their offline plans 
around scheduled, can’t-miss, in-platform moments. 

People are socialising and hanging out in games, not 
just playing them

It’s been argued that digital spaces, like online games, 
are also social networks; places where people spend 
time and community can be fostered. Up until now, 
that’s been a secondary benefit. Now, the emergence 
of gaming features like Fortnite’s Party Royale mode 
point to a future in which people go to games to 
socialise, first and foremost. 

Amid the new content 
needs of 2020, emerging 
platforms like TikTok and 
Twitch assimilated into 
the mainstream, and 
the inertia attached to 
previously untapped 
features in major 
platforms (such as 
Instagram Live) fell away. 
In this landscape, people 
have picked up some 
new scrolling habits, 
bolstering the already 
prominent role of social 
in everyday life.

In 2020, the horizons of social have expanded. 
Influencers are creating content outside their 
specialisms to address new needs. Platforms have 
gone through evolutions too, with many introducing 
new functionality to adapt to these changes in real 
time. Offline events have sparked a digital reaction 
that’s seeing people and brands alike relearn how 
they navigate the social landscape.

Communities, brands and platforms have been 
forced to adapt to a wealth of new content 
needs. Gaming streamers on Twitch have been 
producing lifestyle content, while creators 
from Instagram and YouTube have learned how 
to use TikTok. Games like Fortnite and Animal 
Crossing have transformed into social hubs, as 
have fitness apps like Strava. And live content 
has seen social feeds evolve into 24-hour events 
venues, whether for catwalks from brands like  
Louis Vuitton on TikTok or micro-drag shows 
aired on Instagram Live. 

The fundamental purpose of these platforms is 
evolving, compounded by new features designed 
to adapt to changing audience needs. Pinterest, 
Instagram and TikTok are doubling down on handles 
and campaigns that teach people how to use their 
platforms amid their renewed role as arbiters of 
information. Meanwhile, gaming platforms are 
evolving to accommodate broader audiences; 
Fortnite introduced a mode for hanging out instead 
of battling, and Twitch launched Watch Parties, 
enabling streamers to watch movies with their fans. 
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On Instagram, where there’s 
been a shift towards text-based 
communication, Refinery29 went 
from 41% text-based 
posts in January 
to 72% in July 

   38

Axios, 2020

1 Brands should reassess their assumptions of 
the most effective formats on each channel

As the purpose of these platforms evolves, 
the formats that define them are evolving 
too. In the wake of a spike in desire for long-
form, informative content on Instagram, for 
example, text-based imagery has become more 
commonplace. In this landscape, ads should 
be evolving to keep up with these formats – it’s 
why Facebook has axed its ‘20% rule’, which 
historically penalised ads for including text 
that took up more than 20% of an image.

Brands should consider moves to new platforms, 
but integrate with sensitivity

The culture of a platform is shaped by its 
community. Engaging effectively with these 
communities is key to finding success when 
you’re there. When Gucci saw potential in 
gaming platforms, for example, it partnered 
with Fnatic e-sports stars to run a campaign 
with gamers. In contrast, Burger King’s Twitch 
campaign, which co-opted the platform’s 
‘donation’ feature for product-placement 
shout-outs, was condemned by Twitch users 
as an exploitation of the community.

2

USE IT
The role digital spaces 
play in the consumer 
journey is evolving and 
becoming more tangible. 
In this landscape, brands 
need to rethink how to 
use these channels in 
their consumer journey 
and be sure they’re not 
being discounted as 
pure-play arenas for 
PR stunts or one-off 
awareness drives.

K-Pop band BTS launched the music video for their single Dynamite in Fortnite’s Party Royale mode

Over the past two years, Twitch category ‘Just Chatting’, in which streamers don’t game but chat with 
followers instead, has grown nearly four times as quickly as the platform overall
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People are engaging with more  
collaborative forms of content creation 



People are collaborating with their heroes via social

People are growing accustomed to their heroes 
putting them and their talents in the spotlight. 
Charli XCX collaborated with her fans via Zoom 
to write her latest album, and on Instagram, 
film industry polymath Miranda July has been 
crowdsourcing entire scripts from her followers. 

People are participating in TikTok cults

Trailblazed by Melissa Ong (aka @chunkysdead) and 
her hyper-dedicated following, TikTok cults – which blew 
up during lockdown – are defined by a collaborative 
creator-follower relationship. Ong regularly requests 
input from her following to inform her creative output. 
They were invited to name the cult (‘Step Chickens’), 
and she regularly creates content in response to their 
comments and requests. In this way, her community 
directly feeds the content she creates and act as 
stakeholders in her output.

People are repurposing #challenges as evergreen 
content streams 

Social media challenges have evolved from their seedy 
roots of Tide Pods, planking and spoonfuls of cinnamon. 
In 2020, social ‘challenges’ began to serve as easy-
to-find digital spaces where people can create, and 
recreate, inventive content around a unified theme. In 
the #euphoriamakeupchallenge on TikTok, for example, 
which has drawn over 1.4 billion views, users create 
make-up looks and tutorials inspired by HBO show 
Euphoria, encouraging viewers to participate, too.
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What’s
driving it?
Gen Z’s notoriously fluid 
approach to content 
creation is what’s driving 
this behaviour. It’s been 
catalysed, though, by a 
shift in how creators are 
operating in response 
to the sheer volume of 
content people now 
expect to scroll through 
on social. In the context 
of influencer burnout (a 
widely reported issue 
even before the world 
went into lockdown 
and quadrupled their 
screen time), creators 
are finding ways to work 
smarter, not harder. 

The behavioural change

1

3

2
Creativity on social has thrived through the removal 
of gatekeepers, the democratisation of tools and the 
fluidity of remixing what’s already out there. Now, the 
process of content creation is becoming even more 
communal. Spearheaded by young audiences with 
collaborative mindsets, and enabled by tools and 
formats that encourage collaboration, the feed is 
increasingly a place to co-create, not just consume.

TikTok’s meteoric rise was a tipping point. 
The fundamental features and formats of the 
platform, duetting with other people’s videos, 
using their audio, and so on, ensure that 
communal creativity is at the heart of its content. 
Creators like @angryreactions have found fame 
purely for reacting to, and riffing off, other 
people’s uploads. Some of the most popular 
videos in its hashtagged dance challenges are 
published by accounts dedicated to dance 
tutorials, encouraging people not just to view, 
but participate in the output.

Collaboration is enabling creators to meet people’s 
ever-increasing demands for content. Some are 
using followers’ comments as the foundation for new 
content (a well-worn habit among YouTube creators); 
others are working with other creators on live feeds 
to build out communal content streams. It’s also why 
‘collab houses’ like the Hype House have become so 
commonplace. Even Twitter, arguably one of the more 
individualistic platforms, has launched Co-Fleets, a 
feature that allows its users to collaborate on public, 
conversational content streams.
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1 Brands should stop behaving like gatekeepers, 
and foster creativity

Brands that have the cultural footprint to do 
so should look for ways to facilitate creativity 
within their audience. One way of achieving 
this can be by opening up your own creative 
tools for people to play with. In response to 
a wave of young, aspiring designers that 
emerged during lockdown, for example, 
fashion designer Reese Cooper launched 
RCI - DIY, a collection that was released 
alongside patterns and instruction booklets, 
encouraging these young talents to make their 
own clothes, not just buy his.

Brands should use comments and community 
management to directly inspire content

On Instagram, Gymshark has already been 
leaning into this shift. After a body-positive 
photo of a plus-size model on its Instagram 
received mixed reactions, the sportswear  
brand replied to every single comment. 
The creative story lived in the community 
management, not the asset, and it was 
co-created with the brand’s followers. There’s 
an opportunity to take this one step further 
and use those comments to inspire new 
content, too.

2

USE IT
We’ll continue to 
see major platforms 
evolve their tools and 
functionality to facilitate 
more collaborative 
creation. In this 
landscape, brands can 
expect the quality of  
‘fan’ creativity to rise  
and should harness it 
where possible.

When Dua Lipa launched  a 
TikTok competition for people to 
collaborate with her on a music 
video for her single Levitating, 
submissions garnered over  
4.7 million views in just six weeks 
TikTok, 2020

Melissa Ong regularly uses comments from her 2 million+ 
followers as a springboard for new content

Film industry polymath Miranda July collaborated with her fol-
lowing on Instagram to continue to make movies during lockdown

   1. The Simple Life      2. Practical Advocacy      3. In-Feed Intimacy      4. Reliable Idols      5. Unbound Platforms      6. Open-Source Creativity      
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There’s a similar spirit of progressive change 
coming from the Market Makers. Found in 
the rising youth populations of Africa, India 
and Southeast Asia, this cohort is feeling 
emboldened. These young people are 
experiencing a wave of optimism that will  
result in social and political change – and  
it’s infectious.
 
The brands that will win with them are the ones 
that open up new and novel paths to purchase. 
Encouraging peer-to-peer trading and exploring 
retail opportunities in new and exciting ‘third 
spaces’ will be key.
 
The third sentiment in this white paper may 
not  be as obviously positive as the first 
two, but for me, it charts an optimistic way 
forward for brands. Feeling the weight of 
pressure and an overabundance of choice, The 
Compressionalists are seeking to declutter and 
simplify their lifestyles. For brands, this is an 
incentive to streamline the product offering, 
clean up the digital experience and utilise 
artificial intelligence and machine learning to 
great effect.

For more information on how WGSN can help 
your business, please visit lp.wgsn.com/insight

Looking at the macro trends for 2021, I feel 
both affection and empathy – along with 
a hefty dose of admiration – for the future 
consumers. They face challenging forces 
shaping how they will feel and behave.
 
One constant for everyone, regardless of age, is 
a sense of overwhelming pressure. Whether it’s 
work productivity or social media likes, there’s 
a relentless expectation on people to be, and 
do, better.
 
Added to this is an epidemic of hate bonding, 
with people forming quick and close bonds 
over shared dislikes. Social media accounts fan 
the flames, with the toxic end results of a rise in 
online bullying and hate crimes.
 
Here’s where my admiration comes in. 
Despite these powerful forces of negativity, 
the consumer sentiments that shine through 
for 2021, are a force for good. Individuals are 
proving themselves to be better than the world 
around them.
 
In this white paper, we outline three emerging 
consumer sentiments, and show how brands 
can align and engage with these customers. 
The most striking one for me is a Deep 
Kindness that’s developing as a backlash 
against the hate culture. Surrounded by 
a swirl of negativity, one cohort of future 
consumers – the Kindness Keepers – is 
seeking a counterbalance. Brands that display 
authenticity and humility will resonate.
 
A business that can admit its faults and show 
a long-term commitment to corporate social 
responsibility will have impact.

The future is brighter 
than you think

There are challenges coming our way. But don’t despair. Amid the gloom, 
the consumer sentiments WGSN sees emerging are uplifting and positive

Carla Buzasi
Managing Director, 
WGSN

https://lp.wgsn.com/insight


2021 
People and planet 

under pressure

As we approach 2021, we know that the path to 
purchase is continually shifting and becoming 
hyper-fragmented. Even the direct-to-consumer 
markets, which have seen phenomenal 
annual growth, are seeking opportunities 
to future-proof themselves against shifting 
consumer priorities. More so than ever, that’s 
the shift that matters – it’s no longer a path to 
purchase, it’s a path to people.
 
WGSN’s annual Future Consumer white  
paper analyses macroeconomic and societal 
drivers to understand how consumer desires 
and spending powers will evolve. This research 
is layered with the emotional sentiments 
that are set to have the greatest impacts on 
consumer mindsets.
 
Our proprietary blend of demographic analysis 
(who  your buyer is) and psychographic 
research (why are they buying) is distilled 

into three consumer groups that will drive 
sales and engagement in 2021. Aligning with 
these mindsets will be the difference between 
growth and stagnation.
 
The future drivers
Before we introduce the key consumer 
groups for 2021, we need to understand 
what’s shaping their daily lives. What are their 
challenges and opportunities and how can 
companies create products and services that 
will react to these diverse needs?
 
WGSN’s global research teams have 
segmented the drivers into People and  
Planet. Taking a considered approach to  
these overarching shifts will inform how 
business leaders innovate to remain relevant,  
in what is likely to be an increasingly 
challenging environment.

Income polarisation, the confidence of China and the planet at breaking 
point will define the consumers of the future. Only by understanding the 

challenges will brands navigate and survive

Overview



Overview

The great economic divide

China continues to lead
in artificial intelligence (AI)

China power shift

The end of more

Increasing automation

Resources dwindling

Climate change adaptability

Climate gentrification

Ageing population

2021 
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Overview

The end of more
As low-impact consumerism becomes 
mainstream and interest in sustainable 
processes and products rises, attention  
will shift to reducing the amount of new  
raw materials being introduced into the  
supply chain.
 
With global material resource use expected to 
more than double by 2050, and high-income 
countries currently consuming 10-times more 
per person than low-income countries, we will 
need the equivalent of 1.7 Earths to maintain 
our current levels of consumption.
 
This presents an opportunity for brands to 
not only evolve this critical consumer-led 
relationship, but also generate estimated cost 
savings of €600bn by 2030 in Europe alone.
 
The circular economy has been valued as a 
trillion-dollar opportunity, and brands that 
start planning, researching and innovating 
now will gain a market edge with a new breed 

A planet at 
breaking point

Driver One: 

of consumer more likely to challenge 
how a purchase impacts the planet. The 
EU’s Circular Economy Mission to India in 
September 2018 found that the reducing 
resource depletion could “unlock $0.5tn for 
India by 2030”.

Climate change adaptability
As businesses adapt to a more conscious 
consumer, they will also have to adapt to 
how climate change will impact supply 
chain, availability, real estate and changes in 
market demographics due to migration.
 
As shifting climatic boundaries and extreme 
weather events reshape urban areas and 
communities, opportunities will emerge to 
engage these markets with new goods and 
services, and for brands to take  a lead in 
creating design-led solutions. Sectors with 
raw materials already under pressure from 
climate change, such as coffee and beer, are 
acting to ensure they can adapt.
 



Overview

Starbucks has a ten-year $500m investment 
fund for research into climate-resilient beans, 
open-sourcing what it learns to spread best 
practice faster and supporting adaptation 
training for farmers via eight centres across 
three continents. Similar responses to drought 
and threats to barley crops can be seen in the 
brewing industry.
 
Climate gentrification is an increasing concern. 
In  real estate, flooding and intense heat is 
beginning to reshape climate-challenged cities. 
In Miami, signs of gentrification are appearing 
in poorer, elevated areas. Neighbourhoods 
located four metres above sea level are 
experiencing above-average house price rises.
 

In the US, Flagstaff, Arizona, is seeing an influx 
of climate refugees from Phoenix and Tucson, 
confirming a 2018 World Bank report which 
forecasts how internal climate migration will 
reshape nation states.
 
On a human level, climate change is 
beginning to have as measurable an impact 
on consumer well-being as economic and 
political uncertainty has in the last few years. 
Psychologists and mental health professionals 
are referencing climate anxiety as a growing 
stress factor.



Overview

The great economic divide
There will be increased polarisation around 
income, with spending power among the  
middle class in developed economies 
continuing to weaken. Income inequality is 
growing, and the gap between the wealthiest 
and the poorest widening.
 
In developed regions such as the US, Western 
Europe, Japan and urban China, middle-income 
groups are  under pressure. Ageing populations 
and increasing automation will continue to 
restrict spending power and limit confidence. 
The response will be the elimination of the 
middle market, with reinvention and disruption 
in the value sector.
 
More diverse value propositions, which are 
agile enough to respond to specific and volatile 
spending priorities, will win in this environment. 
Beyond issues of social justice, income disparity 
matters because it restricts economic growth 
for countries with higher median income levels. 

The Organisation for Economic Cooperation 
and Development (OECD) estimates that rising 
income inequality between 1990- 2000 took 
nearly nine points off GDP growth in the UK, 
and between six and seven points in the United 
States, Italy and Sweden.

People power shifts
Demographic polarisation
In many parts of the world, the population is 
living longer at a time of falling birth rates. This 
scenario is starting to cause intergenerational 
friction as younger people are faced with 
picking up the increased tax bill for the cost of 
long-term elderly care.
 
Insurers Fidelity estimates that healthcare 
fees during retirement would cost a US couple 
now aged 65 an average of $280,000. In the 
UK, two-fifths of the National Health Service 
budget is spent on care for over-65s. In China, 
a study published in January 2018 estimated 
that long-term care costs for the elderly will 
have doubled by 2030. Keeping fit and healthy 
for as long as possible will be a long-term aim 
for individuals and the state.
 
In the meantime, generational inequality 
continues to widen. Following the 2008 global 
financial crisis, European youth was at greater 
risk of falling into  poverty than the elderly. In 
Europe, the median wealth of those aged 16 to 
34 is now just 10% of that of 65-year- olds. In 
April 2018, UK think tank Resolution Foundation 
recommended that every Brit turning 25 should 
receive a £10,000 grant to close the gap. In 
the US, the median net worth of households 
headed by a 35-year-old was $11,000 in 2016, 
compared to $224,000 for one headed up by a 
65 to 74-year-old.

Driver Two



Overview

China continues to lead from the front in 
artificial intelligence (AI). In 2017, it submitted 
four-times as many AI-related patents and 
three-times as many blockchain and crypto-
related patents as in 2016.
 
China currently owns the largest share of global 
supercomputers, essential for analysing the 
huge amounts of data that enables advanced 
AI. China’s human resources in this area 
are also likely to put  it ahead of the rest of 
the world – the number of STEM graduates 
leaving university every year in China currently 
outnumbers the USA by eight to one, according 
to the World Economic Forum.

China power shift
China’s confidence as a leader in technology 
and brand creation will continue to grow, 
resulting in a shift in the impact of its influence 
in the world. That confidence will bolster 
Chinese businesses to create better targeted 
domestic brands for local consumers.
 
As the Chinese consumer becomes  more  
satisfied with local choices, international brands 
will need to rethink their market approach, 
putting speed and innovation at a local level at 
the heart of any business’s market proposition.
 



wgsn.com
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Executive summary
The 2021 Global Medical Trends Survey reveals that while 
the pandemic has had a significant impact on health care 
utilization and overall costs in 2020 due to a sharp decline 
in nonurgent surgeries and elective care, the resulting 
decrease in medical trend will be short-lived. 

Globally projected health care benefit costs will take a 
sudden drop in 2020 before rebounding to 8.1% in 2021, up 
from 5.9% this year and 7.2% in 2019. 

Average increases across different regions next year will 
range from 5.8% in Europe to 8.5% in Asia Pacific to 10% 
in the Middle East and Africa to 13.6% in Latin America. 
Health care benefit cost increases in the U.S. are expected 
to remain stable at 7.3% next year, according to other Willis 
Towers Watson research.

Looking beyond 2021, over two-thirds (67%) of 
respondents expect medical costs will continue to 
accelerate over the next three years. Roughly 90% of 
Middle East and Africa insurers expect higher medical 
trends over the next three years as do 77% of insurers in 
Europe. Only 40% of Asia Pacific insurers expect a higher 
medical trend.

The pandemic has helped to accelerate the adoption of 
telehealth with half of insurers globally currently offering 
telehealth across all plans. Although it’s still early days 
and many issues around telehealth need to be resolved, 
including its place in plan design, we believe that telehealth 
is here to stay. For this reason, a special section of this 
report is devoted to telehealth.

Key findings
 � Overuse of care drives costs. The most significant 

factor contributing to rising medical costs related 
to provider and employee behavior is the overuse 
of care. While 65% of insurers are most concerned 
about providers driving up costs by overprescribing or 
recommending too many services, 55% also cite overuse 
of care due to insureds seeking inappropriate care.

 � Member coinsurance continues to be the most  
popular cost-sharing approach. Insurers once again 
identify member coinsurance as “typical” or “most 
typical” in all regions with the exception of Europe 
where insurance plans are more heavily integrated with 
government health programs. Using contracted networks 
of providers for all treatments is the most popular cost 
management method with 73% of insurers identifying it 
as most effective. Sixty percent of respondents cite the 
placing of limits on certain services as the second most 
effective tool for managing costs.

 � The cost burden of mental health conditions is 
expected to grow. Respondents rank cancer (80%), 
cardiovascular diseases (56%), and conditions affecting 
musculoskeletal and connective tissue (41%) as the 
top three conditions that currently affect medical 
costs. Gastrointestinal (40%) moved into the top three 
conditions causing the highest incidence of claims 
along with cancer (48%) and cardiovascular (36%); 
however, about four in 10 respondents predict mental 
health conditions will be among the three most common 
conditions affecting costs within the next 18 months 
(40%) and among the three most expensive in the next 
18 months (39%).

 � Gaps in coverage persist for alcoholism, drugs and 
HIV/AIDS.  Between 50% and 53% of group policies 
regardless of size include exclusions for alcoholism 
and drug use, while between 41% and 47% exclude 
on the basis of HIV/AIDs. Group policies for less than 
50 employees are more likely to exclude preexisting 
conditions.

 � Claim data classification. Nearly half of insurers globally 
(48%) use the ICD-10 claim-coding system, while only 
14% use a local coding system. This facilitates more 
consistent reporting of claim data and more accurate 
identification of core claim driver

2   willistowerswatson.com
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Given that 2020 was an extraordinary year globally due to the pandemic, most countries 
are seeing a decrease in trend from 2019 to 2020. Some countries are even expecting a 
negative trend for 2020.

Global average medical trends by country,  
2019-2021
COVID-19 has undoubtedly had a major impact on projected 
medical trends for 2020 and 2021. Given that 2020 was 
an extraordinary year globally due to the pandemic, most 
countries are seeing a decrease in trend from 2019 to  
2020. Some countries are even expecting a negative  
trend for 2020.

Many insurers and employers are reporting a decreasing 
trend in claims ratio in 2020, as most nonurgent treatments 
and surgeries were delayed especially between March 
and August. In turn, these delays created a need for some 
private facilities to make up for lost revenue in 2020. The 
Willis Towers Watson COVID-19 claims modeler suggests 
significant volatility in 2021 results, which are dependent 
on the impact of COVID-19 and whether or not a vaccine 
becomes available early in the year, who pays for it and 
the extent of its availability. In addition, there is uncertainty 
about how COVID-19 testing and treatment costs for 2021 
will continue to be split between government, insurers  
and employers.

Further uncertainty around medical trend lies ahead in future 
years as we start to see the true impact of delayed treatment 
in 2020 and the long-term effects on those who contracted 
COVID-19. Nevertheless, there is a silver lining here, as 
COVID-19 has greatly accelerated the adoption and use of 
telehealth, which, in turn, could help to offset those potential 
higher costs and provide a more efficient way for insureds 
to access and use health care in the future. It may also, of 
course, increase utilization due to ease of access.

About the survey
Willis Towers Watson conducts the Global Medical 
Trends Survey every year between July and 
September. Two hundred and eighty-seven leading 
insurers representing 76 countries participated 
in our 2021 survey. Global results presented here 
have been weighted using GDP per capita. The U.S. 
medical trend data are drawn from the Willis Towers 
Watson National Trend Survey research.

Figure 1. Participant profile



Figure 2. How do you expect the medical trend in your overall  
book of business to change over the next three years compared to 
current rates?
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Overall, we expect projected global trend to 
drop to below 6% in 2020 before rebounding 
back to above 8% for 2021 due to the catch-
up on delayed treatment, potentially leading 
to worsening health conditions and some 
unexpected cost increases coming through, 
such as those for personal protective  
equipment (PPE).

China. COVID-19 has not had as much impact on cost or 
utilization in China as it has in other countries. The costs of 
medical care continue to increase for treatments, particularly 
those outside the scope of social security coverage.

Asia Pacific 

The region shows a significant drop in trend to 6.2% 
in 2020, but this will spring back above the 2019 trend 
to a projected 8.5% in 2021.

The central government is planning to eliminate the individual 
medical account and at the same time offer coverage for 
outpatient expenses under social security. The initiative 
was announced in September 2020, with more details to 
come on coverage. This is expected to impact the cost of 
treatment in the future; however, it will probably take a while 
for the initiative to be fully implemented given the variation in 
government funding at the provincial level.

Hong Kong. The low utilization of medical services during the 
pandemic and the recession forecasted by the government 
are the two main drivers of the slowdown in medical trend for 
2020 and 2021. Demand for medical tourism from mainland 
China has also dropped due to the travel restrictions and 
social unrest in Hong Kong. 

India. India has not seen the same reduction in trend as other 
countries have for 2020. While utilization decreased during 
part of the year (April to July), India is currently in a situation 
with low claim frequency and average cost of procedures 
increasing (due to the cost impact of COVID-19 precautions 
on non-COVID-19 claims). At the same time, the treatment 
and pricing protocol of medical care is not regulated in India, 
and hospital billing practices continue to pose a challenge. 
The government did, however, take some small measures 
to issue guidelines around pricing for COVID-19 tests and 
treatments, which helped with cost management to an 
extent. 

The year 2021 could see an increased rate of trend, higher 
than provisionally reported, as utilization starts to return 
to normal levels; however, we also may see an increased 
awareness in the areas of prevention and wellbeing, and 
a rising trend in favor of home care rather than immediate 
hospitalization for medical treatments, which could help 
mitigate a larger potential increase. 

Indonesia. Medical trend rates in Indonesia are projected to 
be slightly lower in 2020, not only because of the impact of 
COVID-19 on reduced elective procedures but also due to 
various other factors, including the increased utilization of 
BPJS Kesehatan (universal health insurance) especially for 
chronic/critical illnesses and ongoing costly treatments. This 
allows insurers to split their risk with the government and will 
help stabilize future medical trend rates. The BPJS Kesehatan 
also provides coverage of all medical treatments related to 
COVID-19, which helps to stabilize the trend rates despite the 
expected continued demand for private health care.

4   willistowerswatson.com
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Figure 3. Global average medical trend rates by country, 2019 – 2021 

Country  Gross cost trend Net cost trend (of general inflation)

2019 2020 2021 2019 2020 2021

Global^ 7.16 5.88 8.12 5.13 4.60 6.17

Latin America^ 10.83 8.97 13.63 5.75 6.62 11.17

North America 5.55 2.76 7.13 3.65 2.15 5.50

Asia Pacific 7.47 6.22 8.50 5.88 5.10 6.78

Europe 5.58 4.24 5.76 4.02 3.27 4.15

Middle East/Africa 8.65 8.66 10.01 7.39 6.94 6.98

Latin America

Argentina* 56.99 47.29 60.50 3.44 28.85 47.75

Barbados and East Caribbean 10.00 10.00 10.00 5.90 5.54 8.39

Brazil* 11.96 9.38 11.51 8.23 5.82 8.21

Chile* 4.88 3.18 4.07 2.63 -0.19 1.14

Colombia* 6.27 6.89 6.92 2.75 3.38 3.71

Costa Rica* 7.00 8.00 9.25 4.90 6.46 7.00

Ecuador 12.00 12.00 12.00 11.73 12.01 10.84

El Salvador* 7.43 10.00 7.71 7.35 9.94 7.11

Guatemala* 8.00 8.83 11.80 4.30 7.00 10.02

Honduras* 6.17 7.98 9.67 1.80 4.83 6.69

Mexico* 9.30 11.50 11.71 5.66 8.80 8.93

Nicaragua 10.00 12.00 15.00 4.62 7.53 11.04

Panama* 10.67 11.00 9.40 11.02 11.91 8.90

Peru 5.00 6.00 8.00 2.86 4.29 6.21

Puerto Rico 5.00 -6.00 18.00 4.27 -4.45 17.36

Trinidad and Tobago 10.00 10.00 10.00 9.00 11.00 8.72

Venezuela 85.00 150.00 250.00 -19821.02 -14850.00 -14750.00

North America

Canada 4.17 0.13 7.03 2.22 -0.48 5.76

United States# 7.91 7.24 7.30 6.10 6.62 5.06

Asia Pacific

Australia 6.50 6.00 6.00 4.89 4.57 4.18

China* 8.68 9.10 9.32 5.78 6.06 6.77

Hong Kong* 8.16 6.24 6.68 5.30 4.24 4.18

India* 7.80 12.00 10.00 3.26 8.66 6.38

Indonesia* 10.33 9.97 12.00 7.51 7.10 9.06

Malaysia* 10.64 10.82 12.55 9.97 10.71 9.75

New Zealand 5.60 -2.00 20.00 3.98 -3.22 18.62

Philippines* 7.75 8.50 8.82 5.27 6.78 5.94

Singapore* 7.67 7.67 8.17 7.10 7.84 7.65

South Korea 7.00 5.00 4.00 6.62 4.73 3.55

Sri Lanka 5.00 5.00 5.00 0.70 0.34 0.35

Taiwan* 4.00 4.00 4.00 3.46 3.50 2.50

Thailand 7.00 7.50 8.00 6.29 8.56 7.44

Vietnam* 12.93 10.13 10.15 10.13 6.93 6.25



Country  Gross cost trend Net cost trend (of general inflation)

2019 2020 2021 2019 2020 2021

Europe

Belgium 2.00 2.50 3.00 0.75 2.25 1.91

Cyprus 5.00 0.00 1.00 4.44 -0.70 0.00

Denmark 5.50 6.50 4.50 4.77 5.80 3.30

France 4.17 1.03 2.30 2.87 0.75 1.60

Germany 5.00 7.00 7.00 3.65 6.68 5.82

Greece 4.50 4.50 4.75 3.98 4.96 3.74

Hungary 10.00 10.00 10.00 6.63 6.66 6.83

Ireland 4.47 1.43 8.33 3.59 1.03 6.63

Norway* 5.27 5.99 6.43 3.10 3.59 4.23

Poland* 5.85 6.50 7.33 3.54 3.28 4.75

Portugal* 3.79 -1.83 3.97 3.49 -1.63 2.62

Romania* 12.62 10.33 11.50 8.79 8.09 10.05

Russia 7.25 10.00 11.00 2.78 6.91 8.01

Serbia 7.50 7.50 15.00 5.65 6.06 13.06

Spain 2.85 1.93 4.75 2.15 2.23 4.10

Sweden 9.00 6.00 7.50 7.30 5.54 5.97

Switzerland 4.00  1.50 1.00 3.64 1.89 0.40

Turkey 23.25 17.50 16.00 8.07 5.50 4.00

United Kingdom 5.67 6.33 6.50 3.88 5.15 4.96

Middle East and Africa

Bahrain 7.00 7.00 7.00 6.00 4.40 4.50

Burkina Faso 0.50 15.00 10.00 3.73 11.80 7.90

Cameroon* 3.50 6.25 4.00 1.05 3.45 1.75

Cote d'Ivoire 15.00 15.67 18.33 14.19 14.47 16.93

Egypt* 12.13 10.88 12.33 -1.74 5.02 4.10

Gabon 19.50 21.50 25.00 17.48 18.50 22.00

Ghana 12.17 14.67 17.17 4.96 5.01 8.62

Guinea 10.00 5.00 3.00 0.53 -3.50 -5.00

Jordan 7.00 0.00 4.00 6.70 -0.20 2.40

Kenya 8.50 6.50 9.00 3.30 1.40 4.00

Kuwait 5.00 7.50 10.00 3.90 7.00 7.70

Madagascar 25.00 20.00 30.00 19.38 14.50 23.50

Mozambique 7.00 5.00 5.00 4.22 -0.19 -0.71

Nigeria 17.33 14.67 18.67 5.94 1.27 6.30

Oman 4.50 4.50 5.50 4.37 3.50 2.10

Saudi Arabia 10.00 10.00 12.00 11.21 9.13 10.04

Senegal 10.00 15.00 15.00 8.98 13.00 13.08

South Africa 6.50 6.00 6.00 2.37 3.57 2.84

Togo 5.00 8.00 10.00 4.31 6.00 8.00

Uganda 20.00 10.00 15.00 17.13 6.06 10.15

United Arab Emirates 9.00 8.00 8.00 10.93 9.00 6.50

Zambia 15.00 20.00 25.00 5.20 6.60 12.95

*Countries with significant (5+) participation.           
^Due to the hyperinflationary nature of the Venezuelan economy, Venezuela has been excluded from Latin America regional and global totals. 
#United States data is from various years of the Willis Towers Watson National Trend Survey.
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Malaysia. Medical trend in Malaysia is expected to continue 
its rise albeit at a slower pace compared with previous 
years. For 2020, the number of doctor visits and admissions 
dropped significantly during March and April due to the 
government-imposed lockdown (MCO), which has caused the 
overall trend to decrease. During this period, many elective 
surgeries were postponed. For outpatient care, there has 
been a big drop in specialist care visits; at the primary care 
level, there has been a drop in less acute visits, with patients 
turning to telemedicine. For patients with chronic conditions, 
the level of visits has been largely maintained, as these are 
generally “unavoidable.”

All of this means that there is a pause in 2020 trend 
compared with 2019, but an uptick is expected in Q4 2020 
and in 2021 to catch up on delayed procedures.

Philippines. Private medical care in the Philippines is largely 
dominated by an HMO model, which accounts for 80% of 
plans. While the frequency of inpatient and outpatient claims 
has definitely decreased in 2020, the average amounts per 
inpatient and outpatient claims are rising. In addition, various 
physician organizations negotiated with HMO associations 
and were granted a 50% increase in fees commencing May 
27, 2020, ostensibly to cover the cost of PPE. This cost 
increase is expected to remain in place for the duration of the 
pandemic. Physician fees are roughly 30% of total spend.

Overall this helps explain why trend rates in the Philippines 
have edged up for 2020 to 8.5% from 7.8% in 2019 and are 
projected to continue increasing for 2021, although continued 
delay in treatment in 2020 could mean an even larger 
increase in 2021 than projected.

Singapore. Insurers have taken quite a conservative view on 
medical inflation for 2020 and 2021, mainly due to delayed 
elective surgical procedures and an employer focus on 
mental health, wellbeing and virtual solutions. Overall trend is 
still hovering in the 7% to 8% range for 2020 and 2021.

Wellbeing solutions include ensuring employees are able 
to work effectively from home, and quality telehealth has 
become one of the key priorities that employers are keen 
to introduce to their work-from-home employees. Some 
medical providers are offering home health screenings and 
vaccinations to employees as well as their dependents.



Europe

Medical trend in Europe has decreased to 4.2% for 
2020, but a rebound is expected in 2021 to a trend 
rate close to the 2019 level of 5.8%. 

France. A significant drop in utilization and medical claims 
in 2020 can be attributed to the April lockdown period. 
Although utilization has started to rise again, overall we 
expect a reduction of 5% in medical claims by the end of 
2020. This is reflected in the decrease in medical trend from 
4.2% in 2019 to 1% in 2020. Nevertheless, insurers project 
that this rate will start to increase in 2021, rising to 2.3%.

Utilization is expected to rise in 2021 due to the impact of 
delayed services and procedures in 2020. In addition, other 
factors are potentially driving an increase in 2021 medical 
trend, including the introduction of a COVID-19 tax, which 
the government has decided insurers should pay as a new 
additional tax. This tax of 2.6% for 2020 and 1.3% for 2021 is 
based on claims paid in these two years. We expect insurers 
will want employers to finance this tax, which could lead to 
further premium increases in 2021. There is also the impact 
of “portability,” which allows dismissed employees to maintain 
their medical coverage for 12 months after leaving a company. 
This is a legal arrangement financed by active workers, which 
could lead to increased contributions. Lastly the so-called 
“100% Santé” legal change (eliminating out-of-pocket costs 
for dental, optical and auditory care) was implemented on 
January 1, 2020, and will be deployed within the next several 
months for hearing aids. This will lead to an increase in claim 
reimbursement and a potential increase in trend.

Norway. Medical trend in Norway continues to edge upward 
for 2020 and 2021. In part, this is driven by use of more 
expensive treatments and overuse of care. Otherwise we 
see a rising use of psychological services with the increasing 
awareness of mental and behavioral health conditions.

However, there is hope that the growing use of digital 
solutions and online services will help mitigate some of the 
future increase in trend. In addition, some of the insurers in 
the Norwegian market are considering offering differentiated 
products to different age groups to meet the challenge of 
overuse of services in certain age groups.

Portugal. There is a significant drop in utilization in Portugal 
driven by COVID-19, with a large majority of the covered 
population deferring doctor consultations, treatments and 
exams. This is resulting in a negative trend rate in 2020. 
Nevertheless, medical trend is expected to return to 2019 
levels in 2021, as covered employees reschedule delayed 
procedures and treatments. The potential exists for health 
complications and increased costs in future years due to the 
delayed treatments and therapies.

Turkey. Aside from the impact of COVID-19, the local 
currency remains weak. Economic indicators predict 
continued increase in general inflation and fluctuation in 
currency rates. This has a direct effect on medical services 
pricing and could mean the actual trend is higher than what is 
being reported.

Telemedicine for outpatient care was implemented by 
a few big insurers during the pandemic. COVID-19 was 
initially excluded from health insurance policies; however, 
after the government declared the private hospitals as 
pandemic hospitals in April and insurers made the decision 
to cover COVID-19 treatments at private hospitals (as a 
complementary coverage to social security), Turkish citizens 
with private health insurance policies started using the private 
hospitals for treatment. As of July 2020, the government has 
now paused the use of private facilities in this way; however, 
it is expected that the government may reimplement this 
approach.

With profit-sharing in place, many clients could receive 
dividends or experience rating refunds for the 2020 policy 
year. Some insureds are looking to add additional benefits like 
limited psychological therapy sessions or dietician services; 
however, these additions will need to be balanced against 
potential utilization increases in 2021. 

U.K. Medical trend in the U.K. continues to edge upward 
despite the impact of COVID-19 in 2020. Contributing factors 
include a maturing insured demographic and aging workforce 
as well as increased demand for private health care as a 
result of challenges with accessing the national health service 
(NHS). In addition, we are seeing the impact of high-cost 
treatments, such as new generation cancer drug therapies 
and wider availability of more complex medical treatments.
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The impact of COVID-19 on both capacity and demand in 
2020 and the anticipated catch-up in 2021 remain unclear. 
It is expected that continued postponement of nonurgent 
treatments and growing waiting lists are possible in the 
NHS, resulting in increased utilization of private health care 
providers and plans. Additional COVID-19 costs still to be 
considered include PPE costs, additional cleaning procedures 
and higher surgical costs per treatment to offset the reduced 
number of procedures performed in 2020.   

Latin America

This region has the highest medical trend numbers 
for 2020 and 2021. Even excluding the environment 
of hyperinflation in Venezuela, we see projected trend 
numbers of 9.0% for 2020 and a large jump to 13.6% 
in 2021.

Argentina. High inflation continues to be one of the key 
factors driving medical trend in Argentina. In addition, the 
devaluation of the Argentine currency against the U.S. dollar 
and health care salary growth are two other factors that 
have had a marked impact on the increase in medical costs 
during the past few years. 

The estimated 2020 medical trend is lower than 2019 
and projected 2021, reflecting the impact of COVID-19 on 
utilization in 2020 as well as the slowing of some of the 
health care salary increases due to economic challenges  
in 2020.

Brazil. Similar to other countries, there was a significant 
reduction in the utilization of health resources in 2020 
due to COVID-19, i.e., fewer elective appointments and 

emergency room visits, therapies, exams and hospitalizations. 
This results in a single-digit trend number of 9.4% for 2020, 
something that has not been seen in a long while in Brazil. 
Insurers have been required by the ANS (Health National 
Agency) to cover costs related to COVID-19 and to apply a 
freeze to any premium adjustments from September 2020 
until the end of 2020.

It is projected that the trend will return to double digits in 
2021 as demand and utilization increase; however, the rate of 
trend is not expected to reach the same levels as prior years 
due to several factors. One factor is the economic recession
and another is the introduction of telehealth. Approved as a
temporary provision this year, telehealth is expected to be
made permanent and improve utilization and access for some
while helping manage costs. One other factor is that the ANS
will be reviewing the minimum obligatory coverages in 
medical plans, which may impact trend

Chile. The increase in health care costs for 2021 is projected
at 4.1%. This represents a lower trend than that observed in
2019 (4.9%) and higher than the 2020 trend where medical
costs have been significantly affected by the COVID-19
pandemic.

For 2020, face-to-face medical and dental consultations 
have decreased, with a 50% drop in the frequency of 
these activities compared with the same period in 2019. 
Additionally, certain low-risk hospital procedures were 
postponed, especially in the first months of the pandemic. 
Moreover, telehealth services and online mental health 
services have increased. 

However, for 2021, it is expected that the increase in medical 
costs will return to 2019 levels. This reflects the anticipated 
impact of advances in medical technology and, in particular, 
the expected provision of an effective vaccine against 
COVID-19. 
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Egypt. Egypt’s trend remains in the double digits. While 
2020 shows a slight reduction in trend compared with 2019, 
it is not as large as that of some other countries that are 
seeing a decrease in trend due to the impact of COVID-19. 
The Egyptian government has established a fund to cover 
COVID-19, which limits the effects of the pandemic on medical 
trend. Instead, general inflation continues to be the major 
factor driving medical trend. While the economic situation is 
stabilizing, it is still projected that trend will return to a rate in 
excess of 12% for 2021.

Gulf countries (Gulf Cooperation Council countries: 
Bahrain, Kuwait, Oman, Saudi Arabia, United Arab 
Emirates). While medical trend in the Gulf countries has 
decreased, we expect to see a greater impact from COVID-19 
due to suspension of elective surgeries in 2020, followed 
by a higher rebound in 2021, particularly in the Kingdom of 
Saudi Arabia (KSA) and Bahrain. We do expect an increase in 

Middle East and Africa

This region was the only one not to show a major 
decrease in medical trend for 2020 compared with 2019. 
The trend for 2020 is expected to be 8.7%, the same as 
for 2019. For 2021 we expect an increase to 10%.

Mexico. Mexico has not yet seen the full effect of COVID-19 
on medical trend. This may come in the first months of 2021. 
Overall, the medical trend rate is still projected to increase 
in 2020 compared with 2019. The number of patients using 
hospital services has decreased slightly in 2020; however, 
the depreciation of the Mexican peso versus the U.S. dollar 
significantly affected costs of imported medical devices and 
hospital supplies, which continue to drive trend.

In addition, demand for private health care remains high, 
particularly as the public health system has been besieged by 
COVID-19 cases and also because of a shortage of medicines 
in the public sector. Agreements have been made to allow 
some patients from the public system to receive medical 
attention in private hospitals due to the lack of available beds 
in public hospitals. As a result, costs and trend in the private 
health sector continue to increase and are expected to rise to 
double digits in 2020 and 2021.

hospital unit costs in 2021 due to COVID-19 expenses related 
to PPE supplies, new procedures and the need to operate 
at lower capacity as a result of social distancing. The use 
of telehealth has increased in the region, which may help to 
offset some of the unit cost increases. 

Other factors to consider going forward include whether 
or not the governments will absorb the cost of COVID-19 
screening, diagnosis, treatment and vaccines. The U.A.E. 
government had initially absorbed the cost of COVID-19 
treatment, but in some cases, it is now passing this cost on to 
insurers, whereas the KSA government is currently absorbing 
all treatment costs. Other significant legislative initiatives to 
watch include the details and timing of the planned launch of 
mandatory medical insurance in Bahrain and Oman as well as 
the likely continued evolution of mandatory medical insurance 
in the U.A.E. (specifically in Abu Dhabi and Dubai with the 
possible addition of other Emirates) and KSA. Finally, there is 
the expected legislation in KSA on the dispensing of  
generic drugs.

Africa — Anglophone countries. Because Nigeria and Ghana 
have fluctuating currencies and do import medical supplies or 
drugs, we see a trend driven largely by general inflation and 
utilization changes. For Nigeria and Kenya, we are seeing a 
utilization decrease in 2020 due to COVID-19, which drives 
medical trend down from 2019 levels. But trend rebounds to 
even higher levels in 2021: 18.7% in Nigeria and 9% in Kenya. 
Ghana does not show the same decrease in medical trend for 
2020 but rather a continued increase from 2019 to 2021. We 
have also seen an acceleration in use of telehealth in Ghana, 
Nigeria and Uganda in 2020. It is still early days for telehealth 
in these countries, but we expect to see more and more 
offerings and providers. 

Africa — Francophone countries. In the Francophone 
countries (Cameroon, Côte d’Ivoire, Gabon, Guinea, 
Madagascar, Senegal and Togo) we don’t yet observe 
widespread use of telehealth. Nor have we seen the same 
level of reduction in trend for 2020 in these countries as 
in some other African countries. Cameroon, Côte d’Ivoire, 
Gabon and Senegal show increases in medical trend from 
2019 to 2020. In Cameroon medical trend is slowing for 
2021, perhaps reflecting a delay in the impact of COVID-19. 
In addition, Cameroon has some of the lowest medical claim 
costs in the region (probably linked to the range of services 
available in country) and a trend rate of only 4% to 6%.
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Canada. The COVID-19 pandemic significantly reduced 
accessibility to certain covered medical services between 
March and June of 2020. In particular, significant reductions 
have been seen in paramedical services (massage therapy, 
chiropractic services, physiotherapy), vision care and 
emergency out-of-country medical care. This has resulted   
in a projected trend for 2020 of 0.1%. 

Although the effects that the COVID-19 pandemic will have 
on future medical benefit utilization and costs in Canada 
remain highly uncertain at this time, when forecasting claims 
for 2021, the typical initial position has been that claiming 
patterns will return to more normal levels in 2021. Because 
2020 claim costs are expected to be lower than the costs 
for 2019, this results in a high expected year-over-year trend 
value when the expected 2021 cost is compared with the 
expected 2020 cost.

After normalizing for the effects of COVID-19, health care 
costs in Canada have continued to increase at a rate greater 
than the rate of general inflation. Some key factors driving 
costs upward include the ongoing emergence of high-cost 
biologics/specialty drugs and rapid advancements of health 
care technologies (i.e., pharmacogenomics). These upward 
forces may be mitigated by implementing efficient drug 
management strategies. 

U.S. As a result of the pandemic, health care costs in 2020 
declined in the United States during the first half of the year 
due to a significant volume of foregone and deferred care. 
COVID-19 claims have partially offset the decline in claims 
per employee per year, but not nearly enough to account 
for the broad-based reductions in care across many service 
categories. Ultimately, costs could increase in the second 
half of 2020 due to employees seeking previously deferred 
care and the emergence of higher claims in areas directly tied 
to the pandemic, such as mental health services; however, 
it’s quite likely that much of this care will be completely 
forgone and not return, leading to lower cost trends for 2020. 
The year 2021 could see a return of this deferred care as 
utilization rates for many service categories return to pre-
pandemic levels. Overall, it’s anticipated that cost trends for 
2020 and 2021 will be lower than in the previous five years.

North America 

Medical trend decreased significantly in the first half 
of 2020 in this region, and overall trend numbers were 
lower than in previous years; however, it is expected 
that utilization will rebound in 2021, driving trend back 
up toward 2019 levels.
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Spotlight on telehealth 

We define telehealth as video or phone consultations with 
a licensed doctor, including:

 � Navigating emergency care or pathways for medical care 
or behavioral health services

 � Diagnosing of non-emergency health issues ranging from 
acute conditions to complex chronic conditions

 � Providing non-emergency pediatric care

 � Prescribing medications for common health concerns, 
when appropriate and medically necessary

 � Treating such medical conditions as fever, rash, pain and 
more

 � Making preparations for an upcoming consultation

The pandemic has catapulted telehealth into the spotlight 
and it’s here to stay. During the pandemic, telehealth enabled 
employees to access a range of services without having to 
travel to a health care facility. Additionally, telehealth can 
be used as a navigation or triage tool to expedite access to 
effective care, to close gaps in access to care and to improve 
ease of access to medical care, thus lessening wait time and 
risk for some patients. 

Prevalence
Fifty percent of insurers globally offer telehealth across all 
plans. Insurers in Europe are most likely to offer telehealth 
with almost three-fifths reporting that they do so. Telehealth 
is offered by almost half of insurers (49%) in the Middle East 
and Africa followed by 46% in Latin America. While only 31% 
of insurers in Asia Pacific report offering telehealth across all 
plans, 36% report offering it for select plans.

Global
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Figure 4. Prevalence of insurers that offer telehealth across all plans 

Services covered under telehealth
Insurers that offer telehealth are most likely to cover primary 
physician/general practitioner (GP) services, a finding 
consistent across all regions. Ninety percent of insurers 
globally offer these services through telehealth. 

The other main areas of care under telehealth that this 
survey examines are prescribing drugs/pharmacy, specialist 
consultant services and mental health. Results for prescribing 
drugs/pharmacy are similar to those for primary physician 
services with an average of 90% of insurers indicating that 
these services are legally available under telehealth (where 
they offer the telehealth option), a finding largely consistent 
across all regions. For specialist consulting and mental health 
services, there are some differences in Asia Pacific where 
insurers report lower availability than other regions to offer 
these services under telehealth. Only two-thirds of insurers 
in Asia Pacific indicate that specialist consulting or mental 
health services can be legally offered in that region. In other 
regions, 85% to 90% of insurers indicate that these services 
are available under telehealth.

12   willistowerswatson.com

The pandemic 
has catapulted 
telehealth into 
the spotlight 
and it's here  
to stay.



Growth of telehealth utilization

 � Global perspective

Pre-COVID-19, 54% of insurers globally reported that less 
than 10% of insured members used telehealth for GP 
services. Close to a third (31%) indicated that none used 
telehealth for GP services while only 4% of insurers indicate 
that this is the case today. At present, 52% of insurers 
globally report that less than 10% of insured members use 
telehealth for GP services while 24% say that 10% to 19% 
use telehealth for these services and another 10% of insurers 
indicate that 20% to 29% of insured members access GP 
services via telehealth.

By the end of 2021, 38% of insurers globally expect less than 
10% of insured members to be accessing GP services via 
telehealth while a quarter expect 10% to 19% to do so; almost 
a fifth (18%) of insurers expect 20% to 29% of covered lives 
to access GP services in this way.

 � Regional perspective

Middle East and Africa. There’s been a steady uptick in the 
use of telehealth to access GP services in the Middle East 
and Africa. Pre-COVID-19, 69% of insurers reported that 
none of those covered under their health plans in this region 
were using telehealth for GP services, a number that falls to 
9% today. At present, 53% of insurers indicate that less than 
10% of insured members access GP services via telehealth, 
and almost a third (32%) of insurers say that 10% to 19% are 
doing so. By the end of 2021, over a quarter of insurers (29%) 
expect that 20% to 29% of those covered under their plans 
will use telehealth to access GP services.

Asia Pacific. Pre-COVID-19, 56% of insurers indicated that 
none of their insured members used telehealth to access GP 
services, a figure that drops to 4% today. At present, 63% of 
insurers say that less than 10% are accessing GP services via 
telehealth, and 21% of insurers indicate that 10% to 19% are 
doing so. By the end of 2021, a quarter of insurers expect that 
20% to 29% of insured members will use telehealth to access 
GP services.

Latin America. Pre-COVID-19, 68% of insurers indicated that 
less than 10% of insured members used telehealth to access 
GP services. Currently, half of insurers report that 10% to 19% 
of insured members access GP services via telehealth. By the 
end of 2021, 22% of insurers expect 20% to 29% of insured 
members to use telehealth to access GP services, and 10% 
of insurers expect this to be the case for 75% or more of 
covered lives.

Figure 5. Percentage of covered lives using telehealth for primary 
physician/GP services
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But even with wider adoption of telehealth, some countries 
have restrictions in place regarding the services that are 
legally allowed to be delivered by telehealth. Restrictions can 
be found in the areas of primary/GP services, prescription 
drugs, specialist consultations and mental health services. 

Pharmacy prescribing is the most commonly restricted 
service. Some countries won’t permit any prescribing virtually, 
while others limit the prescribing of certain drugs such as 
narcotics. Countries with pharmacy restrictions include Brazil, 
the Netherlands, Spain, Switzerland, India, Indonesia, Japan, 
the Philippines and Taiwan.

Regarding restrictions related to primary/GP services, some 
countries may limit these services to follow-up visits as is the 
case in Japan. Certain countries limit specialist consultations 
to certain specialty areas. Finally, when it comes to mental 
health services, there may be restrictions on the conditions 
that can be treated via telehealth.  

The legislative situation regarding telehealth is very much in 
flux right now. Consequently, it’s important to stay current 
with telehealth legislation around the globe. At the same 
time, employers should be looking for ways to ensure they 
incorporate telehealth delivery into existing medical programs 
and not offering it as a duplicative service. 
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Figure 5 continued. Percentage of covered lives using telehealth 
for primary physician/GP services

Expected by end of 2021

Restrictions
While telehealth in some form has been available for years 
in many countries, it has not been fully legal in all countries. 
But the pandemic has helped accelerate the adoption of 
telehealth. For example, in Brazil where insurers and hospitals 
had been building up capabilities for some time, telehealth 
was finally legalized in April. South Africa rushed through its 
guidance this year.
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What’s driving costs
The key cost drivers remain the same as prior years, albeit at 
slightly reduced levels.

The overuse of care due to medical practitioners 
recommending too many services or overprescribing 
continues to be the key factor driving up medical costs.  
Sixty-five percent of insurers rank this factor as the leading 
driver of medical expenses. This represents an eight 
percentage point drop from last year, perhaps indicating 
that more practitioners are focused on providing more  
appropriate care. 

The second most significant cost driver is overuse of care by 
insured members, cited by 55% of insurers, representing an 
11-percentage-point drop from last year. This decline perhaps 
suggests that insured members are aware of this issue and 
taking action to reverse course.

Unchanged from last year, 28% of insurers indicate that 
underuse of preventive services is a significant medical cost 
driver. This might present an opportunity for insurers to 
educate insured members on the value of preventive services 
and lack of value in overuse of general services.

While 41% cited insured members’ poor health habits as 
a medical cost driver last year, only 34% did so this year, 
reflecting perhaps the success of efforts to improve insured 
members’ health habits.

Top three conditions globally
By cost
Cancer (80%), cardiovascular (56%) and musculoskeletal 
(41%) are the top three conditions by cost and remain 
unchanged from prior years as the leading conditions by cost 
of claims. COVID-19 also appears as a growing cost.

Figure 6. Top conditions (excluding maternity) with highest 
incidence of claims and highest cost of claims  

Global

0% 10% 20% 30% 40% 50% 60% 70% 80%
Cancer (neoplasms)

Circulatory system (cardiovascular)

Musculoskeletal and connective tissue

Mental and behavioral disorders (e.g., stress)

Diabetes, endocrine, nutritional and metabolic diseases

Digestive system (gastrointestinal)

Respiratory

Injury and other consequences of external cause

Congenital malformations and related abnormalities

COVID-19

80%

56%

41%

20%

16%

15%

15%

13%

7%

7%

Top three conditions currently by cost

73%73%

But insurers expect that cancer (72%), cardiovascular 
(49%) and mental health (39%) will be the top three growing 
conditions by cost in the next 18 months, reflecting the 
increase in resources devoted to mental and behavioral 
issues such as stress. 
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When it comes to incidence of claims, there are more 
significant differences by region. In Latin America, and 
Middle East and Africa, diabetes is the top condition by 
incidence, at 66% and 71%, respectively. In Asia Pacific, 67% 
of respondents rate gastrointestinal as the most common 
condition, whereas in Europe 56% of respondents rank 
musculoskeletal as the leading condition by incidence with 
mental health ranked third. Respiratory conditions are noted 
among the top three most common conditions by insurers in 
Asia, and the Middle East and Africa. 

Managing medical trend
Cost sharing 
As in prior surveys, respondents identify member coinsurance 
as the most typical cost-sharing approach in all regions but 
Europe where socialized medicine distorts the averages. 
There are noteworthy regional variations. Forty-four percent 
of respondents in Latin America say member coinsurance is 
very typical, while this is the case for only 4% of respondents 
in the Middle East and Africa. 

Other cost-sharing mechanisms include deductibles, which 
are very typical in Latin America (46%) and increasingly very 
typical in Europe (40%). Deductibles are also reported as a 
typical practice in Asia Pacific (49%), and Middle East and 
Africa (37%).

Annual limits on out-of-pocket expenses are less popular with 
only between 5% to 15% of insurers in most regions indicating 
that this is a very typical practice. Sixty percent of insurers 
in the Middle East and Africa, and 40% in Latin America 
reported this feature as never used.

Tools for managing medical costs
Seventy-three percent of insurers globally report that using 
contracted networks of providers for all treatments is the 
most effective method of managing medical costs. Eighty-
one percent of insurers in both Europe, and the Middle 
East and Africa indicate that this is their most popular cost 
management method, while only slightly more than half (55%) 
of insurers in Asia Pacific hold this view. 

However, 71% of insurers in Asia Pacific find placing limits on 
certain services to be their most effective cost management 
tool. This is the second most popular method globally with 
60% citing the placing of limits on certain services as an 
effective approach for managing medical costs. Over half of 
insurers in Latin America (53%) and Europe (59%) also cite 
this as an effective cost management method.

By incidence
The top three conditions currently causing the highest 
incidence of claims are cancer (48%), gastrointestinal (40%) 
and cardiovascular (36%). While in the prior year, cancer and 
cardiovascular conditions were also two of the top conditions 
by incidence, this year sees gastrointestinal move into the top 
three. COVID-19 is also reported, not surprisingly, as one of 
the growing conditions based on incidence of claims in 2020. 

Figure 7. Top conditions (excluding maternity) with highest 
incidence of claims
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Looking ahead insurers expect cancer (58%), mental and 
behavioral disorders (40%), and diabetes (36%) to be the 
fastest-growing conditions in terms of incidence. 

Regional perspectives 
Cancer continues to be the costliest condition across all 
regions. Cardiovascular is the second leading condition by 
cost in all regions except Europe where musculoskeletal 
ranks second.



Preapproval for scheduled inpatient services is the third 
most popular cost management method with 57% of insurers 
globally citing this method as effective. This method is most 
popular in Latin America and Europe with 61% and 60% of 
insurers respectively indicating that they find this to be an 
effective cost management tool.

Over three-fifths (61%) of insurers in Europe report that 
telemedicine is an effective cost management tool in contrast 
to 51% globally, 46% in Asia Pacific, 38% in Latin America 
and 35% in the Middle East and Africa. In Latin America and 
Asia Pacific, there is a significant increase since last year 
in insurers reporting that telemedicine is an effective cost 
management tool. This may reflect the growing practice 
globally of using telemedicine as a screening or gateway tool 
to direct persons to the most appropriate care.

Figure 8. Leading methods and tools used for effectively managing 
medical costs for clients 

0% 20% 40% 60% 80% 100%
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Figure 9. Claim coding systems used to adjudicate medical claims
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Insurers in Latin America, and the Middle East and Africa 
are the most advanced in this area with 59% and 64%, 
respectively, using this system. In contrast, fewer than half of 
insurers in Asia Pacific (43%) and Europe (45%) use ICD-10.

Only 14% of insurers globally are now using a local coding 
system along with 15% in Latin America and Europe, 14% in 
the Middle East and Africa, and 12% in Asia Pacific. This is 
a positive development representing a move toward more 
standardized claim data reporting using the ICD system.

Claim data classification 

For policies covering more than 500 lives, insurers are 
most likely to provide detailed claim data by the top 10 
medical causes or conditions to clients (74%), followed 
by high-level claim data only (65%) and data on medical 
facilities used by the insured population (55%).
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Figure 10. Existing exclusions in standard medical insurance 
programs; based global responses
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Medical insurance program 
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From a global perspective, there is considerable 
consistency among insurers of different sizes when 
it comes to exclusions with the most common being 
parents, alcoholism and drug use, and retirees; 
however, it is still surprising to see some conditions 
excluded from medical policies despite a recognized 
need among covered members or advances 
in treatment making certain conditions more 
manageable in cost and treatment. 

Nearly half of insurers globally (48%) use the 
ICD-10 claim-coding system

Figure 9 continued. Claim coding systems used to adjudicate 
medical claims



There are differences among insurers when it comes to 
preexisting conditions. Globally, almost half (49%) of group 
policies for less than 50 employees exclude preexisting 
conditions, while 35% of other group policies also have this 
exclusion. In Latin America, preexisting conditions are most 
often excluded. This is the case for 79% of group policies for 
less than 50 employees and 62% of other group policies. In 
Europe, half of policies for less than 50 employees exclude 
preexisting conditions as do 55% of these policies in  
Asia Pacific.

In Asia, 71% of all group policies regardless of size exclude 
alcoholism and drug use, and over three-fifths exclude mental 
health and stress. 

In Europe, over half of all group policies regardless of size still 
exclude HIV/AIDS.

In the Middle East and Africa, alcohol and drug use is a 
common exclusion in over 70% of all group policies. HIV/
AIDS is excluded in 63% of group policies for less than 50 
employees. Parents and child dependents are excluded in 
66% and 65%, respectively, of group policies for less than 50 
employees.

Impact of the pandemic
Globally, we have seen insurers remove some pandemic 
exclusions as a result of COVID-19 and refine  program 
wording limitations in some countries. Overall it is projected 
that only 30% of insurers will have pandemic exclusions going 
forward. 

Significant changes have also occurred in the Middle East 
and Africa, and Latin America, where the wording regarding 
pandemic exclusions has been removed or loosened due to 
market pressures. Pre-COVID-19, 48% of insurers in Latin 
America excluded claims arising from pandemics, while only 
34% expect to exclude these claims post-COVID-19.  In the 
Middle East and Africa, 50% of insurers excluded pandemic 
claims pre-pandemic, while only 27% expect to do so post-
pandemic.

Europe is the one region where the wording regarding 
this type of exclusion has been actually tightened in many 
policies. This is reflected in the increase in insurers excluding 
claims arising from pandemics — from 35% that did so pre-
COVID-19 to 41% that expect to exclude pandemic claims 
post-COVID-19.

Global Medical Trend  19

At a regional level, we have seen the most 
significant change in Asia Pacific where only 8% 
of insurers are expected to exclude pandemics 
going forward compared with 27% pre-COVID-19. 

Figure 11. A look at past and future positions regarding exclusion of 
claims related to declared pandemics

Pre-COVID-19 – Were claims arising from pandemics excluded from 
your policy wording?
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Post-COVID-19 – Do you expect claims arising from pandemics to be 
excluded from your policy wording?
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Looking at 2021 renewals, where many employers 
expect that their 2020 reduced claim incidences 
should have a positive impact on 2021 renewals, we 
see varying approaches from insurers depending on 
the region.

Globally almost two-thirds of insurers indicate that they 
are open to offering other renewal options where the 
2020 claims experience has been affected or reduced 
by COVID-19.  The most popular option appears 
to be offering an experience rating formula, which 
would be likely for more sizable groups of more than 
200 employees and could offer a return of premium 
if the claims experience continues to be lower than 
expected. Other potential options include offering two-
year rate guarantees and so underwriting the plan over 
a longer period. This enables any medical treatments 
that were delayed due to COVID-19 to be realized in 
the experience period and offers a smoothed premium 
option for employers rather than big drops in premiums 
being followed by large increases in premiums.

On a regional level, Asia Pacific insurers are indicating 
that they will offer the most options for employers 
whose plan experience has been much improved in 
2020 due to COVID-19, with experience rating, two-
year guarantees, premium rebates and holidays being 
considered. Latin America is the next most active 
region for options being offered by insurers. Insurers 
in the Middle East and Africa appear to be more 
reluctant to offer as many options, with 46% of insurers 
indicating that they would not offer any options at 
renewal related to improved claims experience  
due to the COVID-19 impact.   
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The 2020s have had a tumultuous 
start. Yet for all the challenges of this 
year, it has taught us that people and 
organizations — even large organizations 
— can adapt quickly when we must. 

Many companies implemented new 
ways of engaging with their customers 
through digital channels and new ways 
of operating internally with a remote 
workforce in a matter of weeks  
this spring.

Introduction 
 

1  COVID-19 Digital Engagement Report, Twilio, August 2020.
2  McKinsey Quarterly Five Fifty: The Quickening, McKinsey & Company, Summer 2020.
3  https://www.fool.com/earnings/call-transcripts/2020/07/23/microsoft-msft-q4-2020-earnings-call-transcript.aspx

Previously, such significant changes 
would have been estimated to  
take years.

A Twilio study of 2,569 companies 
published this summer found that, 
on average, COVID-19 accelerated 
their digital communication strategy 
by six years1. An article by McKinsey 
shared data that showed that in three 
months of 2020, US ecommerce 
penetration grew as much as it had in 
the past ten years2.

In Microsoft’s Q3 2020 earnings call, 
CEO Satya Nadella said, “We have 
seen two years’ worth of digital 
transformation in two months.”3

This year has taught us how 
disruption can come at us quickly. 
It’s not just risk from start-ups 
or large, adjacent competitors 
that might someday threaten our 
business. Disruption can happen 
instantaneously. The global pandemic 
shut down critical elements of 
marketing and sales, such as retail 
channels and in-person events,  
in a matter of days.

Martec’s Law

Generally, technology changes quickly, 
while organizations change (relatively) 
slowly. But a cataclysmic event can 
trigger more rapid adaptation.

2

Technological change

Rapid adaptation

Organisational change
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Cataclysmic event

Organisational change
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While we hopefully won’t repeat this year’s challenges, 
we can expect more and different kinds of  
disruptions ahead.

The big tech companies — Apple, Amazon, Facebook, 
Google, and Microsoft — that we rely on for many of our 
digital go-to-market mechanisms can make sweeping 
changes in a snap (e.g., goodbye third-party cookies 
and all the marketing plays built around them). Or they 
can be forced into major overhauls by governments 
(e.g., GDPR, CCPA, executive orders, antitrust actions). 
Either way, we must be ready to adjust to an altered 
digital environment at any time.

Science-fiction-ish visions from the future will be 
mainstream in this decade — several within the next 
couple of years.

It can feel overwhelming to marketing professionals 
who must keep up. Yet it is also exhilarating. With 

“No Code” Citizen Creators

Platforms, Networks & Marketplaces

The Great App Explosion

From Big Data to Big Ops

Harmonizing Humans & Machine

Each of these trends is already emerging in 
practice today. But we believe each of them 
will grow exponentially in the years ahead. 
Collectively, they will reshape marketing 
disciplines in profound and wondrous ways.

This report isn’t about martech as a category of 
products. This is about martech as a strategic and 
management “operating system” by which brands 
and agencies will run marketing in an ever more 
digital and hyper-connected world.

It’s going to be an amazing decade in marketing: 
the Age of the Augmented Marketer.

1

2

3

4

5

imagination, resilience, and a sense of adventure, 
marketers who are willing to lean into these 
changes will pioneer the future of marketing and 
lead a decade of incredible innovation.

We must adapt quickly to harness these changes. 
But now, more than ever, we know we can.

This report examines five major trends with 
marketing technology poised to shape marketing 
strategy and operations at agencies and brands 
over the next 10 years. Instead of predicting the 
course of individual technologies — such as 5G 
or virtual reality interfaces — we’ll delve into 
second-order effects on marketing strategy and 
operations derived from them.

3

THE FIVE TRENDS WE’LL COVER
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Trend 1.

“No Code” 
Citizen Creators
Fifty years ago, if you 
wanted to deliver a slide 
presentation, you needed a 
specialized professional to 
create it for you. 
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4   https://visme.co/blog/evolution-of-presentations/
5   http://news.bbc.co.uk/2/hi/8207849.stm
6   Before throwing stones, pause to consider how many decks you’ve shared in the past year.

With “no code” 
tools, anyone 
can be a “citizen 
developer.”

As described in Before PowerPoint:  
The Evolution of Presentations by Orana Velarde4:

Designs were first put together 
on white paper using rulers, 
Exacto knives, rubber cement, 
and typesetting sheets.

Each slide was designed as a 
standalone design on a large 
piece of paper. It had to be 
proofread and checked for  
errors until it was just right.

When the large slide 
designs on paper 
were ready, they were 
photographed. 

Creating slide presentations, a 
laborious and skilled exercise, was 
out of reach for most people.

Today, Microsoft PowerPoint 
has over 500 million users. More 
than 30 million presentations are 
delivered every day.5 Anyone 
can create a presentation. And 
while the obvious joke is that not 
everyone should, we can’t deny the 
massive democratization of visual 
communication that has resulted 
from this capability.6 

1 2 3

This is the essence of the “no code” 
trend: software that empowers 
general business users to create 
things that previously only 
specialists could produce.

We’re way beyond slides now. 
Today’s “no code” tools give non-
technical professionals the power 
to create websites, databases, 
workflows, integrations, mobile 
apps, web apps, chatbots, voice 
assistant skills, and more. This 
category of products is called “no 
code” because previously you had 
to be a developer programming 
with code to build any of these.

Trend 01 “No Code” Citizen Creators
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MORE THAN CITIZEN 
DEVELOPERS

This power to create isn’t limited to 
software development either. People 
who aren’t graphic designers use 
tools like Canva and Easil to produce 
their own creative assets. People 
who aren’t data scientists use tools 
such as Tableau and Obviously.ai to 
analyze large data sets and build 
predictive machine learning models. 
People without audio engineering 
skills use tools like Descript 
to produce podcasts, editing 
recordings like a wizard simply by 
typing some text.

In martech, many marketers have 
adopted marketing automation and 
customer journey orchestration 
products without even realizing 
that architecting such sophisticated 
customer experiences would 
have required a team of software 
engineers to implement not too 
many years ago. Now it’s drag- 
and-drop.

Job to Be Done Sample “No Code” Tools

Landing pages

Website forms

Websites

Interactive content

Web apps

Mobile apps

Database apps

Job to Be Done Sample “No Code” Tools

Chatbots

Voice assistant skills

App integration

Workflow processes

Data analysis

Machine learning

Video creation

Job to Be Done Sample “No Code” Tools

Landing pages

Website forms

Websites

Interactive content

Web apps

Mobile apps

Database apps

Job to Be Done Sample “No Code” Tools

Chatbots

Voice assistant skills

App integration

Workflow processes

Data analysis

Machine learning

Video creation

Common martech “jobs to be done” 
currently addressed with “no code” 
tools and a representative sample of 
specialized products serving those 
use cases.
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More and more specialist superpowers are 
being bottled into software that anyone can 
use. These products aren’t all called “no 
code” — a label generally applied to tools that 
substitute for common programming tasks.  
But they are all in the spirit of this citizen 
creator revolution.

It’s impressive what “no code” enables today. But 
in the decade ahead, advances in AI will put even 
more amazing capabilities at the fingertips — or 
voice command — of citizen creators of all kinds: 
citizen developers, citizen graphic designers, 
citizen data scientists, and so on.

For example, the GPT-3 API recently released by 
OpenAI is powering tools such as Snazzy.ai that 
generates Google Ads, Facebook Ads, landing 
pages, emails, blog posts, etc., as a remarkably 
proficient “robot copywriter” that anyone can 
direct on their behalf.

Imagine what will 
be possible in ten 
years’ time.

“No Code” Citizen CreatorsTrend 01
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NO CODE DOESN’T MEAN 
NO EXPERTS

This raises the discomforting 
question of whether we will still 
need experts at all? 

In short, yes. Most “no code” citizen 
creator tools address needs that 
are not being served by specialists, 
because the time and cost such 
expert production required couldn’t 
be justified for relatively small or 
simple use cases. Such use cases 
would be overserved by such 
specialists — like firing a bazooka to 
rid a picnic of a mosquito.

In this way, the rise of “no code” 
tools is a quintessential example 
of Clayton Christensen’s theory of 
disruptive innovation. 7 At first, these 
tools address needs that incumbents 
— in this case, professional software 
developers, graphic designers, data 
scientists, etc. — consider too “low 
end” to be a good use of their time.

An experienced web developer does 
not want to spend their days building 

The disruptive innovation of “no code” technologies.

landing pages for each keyword in a 
search marketing campaign. They’re 
quite happy to let a marketer use a 
product such as Unbounce to build 
out troves of pages and A/B test 
them on their own. For the marketer, 
this costs them ~$2,500/year for the 
“no code” tool instead of ~$100,000/
year for a dedicated web developer.

Specialists want to apply their skills 
to more interesting and challenging 
work. And indeed, more advanced 
or important projects still benefit 
from their expertise. Going back to 
slides, you’re not going to hire a firm 
like Durate Design to craft a deck for 
a monthly metrics review with your 
team. But you would hire them to 
craft a killer keynote presentation for 
a major conference.

The value specialists bring to mid-
range and high-end use cases is 
less about the mechanics of the 
production, and more about the 
expert thinking, deep experience, 
and clever imagination they apply 
to the design and management of 
what’s being built.

As an example, building a registration 
form on a landing page is a low-end 
use case. Building an interactive 
directory of partners on a website 
is more of a mid-range use case. 
Building the entire online experience 
for a new direct-to-consumer (DTC) 
brand is a high-end use case. As you 
tackle larger and more complicated 
creations, the blueprint of what to 
build is often more valuable than the 
keyboard-clacking labor that goes 
into its construction.

Specialist talent will continue to 
be in demand for that higher-level 
expertise, empathy, and insight 
that extends beyond the scope of 
algorithms in even the best no code 
tools.

However, over time, disruptive 
technologies that start by addressing 
unserved, low-end use cases steadily 
improve. As they do, they serve more 
advanced use cases that people 
previously didn’t think were possible. 
This is what makes such innovations 
“disruptive from below.”

7  https://en.wikipedia.org/wiki/Disruptive_innovation
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DECENTRALIZED  
SELF-SERVICE

As “no code” tools become more 
suited to mid-range and high-end 
use cases, we’ll harness their power 
on both ends of the talent spectrum. 
Non-specialist business users will 
use AI assistants embedded in 
these tools to guide them through 
the process of building ever more 
advanced creations. But specialists 
will also wield these tools as a way 
to accelerate production — making 
it easier, faster, and cheaper for them 
to implement their ideas. 

The result will be exponential growth 
in creators and digital creations. For 
instance, AppSheet, a “no code” 
web app builder offered by Google, 
claimed on their website that 
2,413,351 apps had been built with 
its platform as of August 30, 2020. 
Around one million of those were 
created in just the past year, since 
August 2019.  

Rajeev Batra, a partner at the VC firm 
Mayfield, recently framed the scale 
of what’s possible by commenting 
how powerful it would be “to see not 
twenty million developers [building] 
really cool software — but two, three 
hundred million people developing 
really cool, interesting software.” 8

No code tools enable 
decentralized self-service 
capabilities to marketing 
teams — avoiding 
the bottlenecks of a 
centralized bureau. 

Centralized Service Bureau Decentralized Self-Service

speed       wait in queue immediate self-service

bandwidth  narrow & sequential wide & parallel

creativity  limited to a few people many diverse ideas

learning  limited to a few people widely distributed

8  https://techcrunch.com/2020/08/22/five-vcs-talk-about-how-no-code-is-going-horizontal-across-the-worlds-industries/ 9
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Coding is a superpower that allows us to think bigger than 
we’ve thought before, but not all team members have the 
technical skills to help bring those visions to life. With a “no 
code” platform, all team members can assist in the software 
development process without the need for a computer 
science background. 
 
“No code” will continue to bring increased power to 
marketers, allowing them to both access and adopt 
capabilities that were once solely the realm of developers 
and data engineers. This means greater efficiencies and the 
end to end management of connected digital experiences 
that are growing more intricate with every release.
 
Fred Brooks said, “‘No code’ abstracts away accidental 
complexity.” Applying this to martech, where fragmentation 
has given us plenty of accidental complexity, we’ll see 
more marketing capabilities assembled through “no 
code” platforms. “No code” provides a practical way for 
marketers to abstract away a lot of underlying complexity 
and concentrate on delivering better customer experiences 
for consumers.
 

“Cleve Gibbon
Chief Technology Officer 
North America,  
Wunderman Thompson

An orders-of-magnitude expansion 
of things that can be created — and 
who can create them — will drive 
changes in the way marketing is 
organized and operates.

In this past decade, many companies 
implemented a centralized “service 
bureau” model — often called a 
center of excellence — to handle 
most marketing creation and 
deployment tasks. Create a web 
page, assemble an email list for 
a special offer, analyze campaign 
results from the previous month by a 
different segmentation, produce an 
animated explainer video to embed 
in a blog post, etc. Marketing teams 
had to route such requests through 
that center, which was often a 
bottleneck.

“No code” tools will empower 
marketers to self-service many 
of these tasks instead. This will 
accelerate the speed by which things 
are produced. They don’t have to 
wait in a queue for processing. 
It will increase the bandwidth of 
the number of things that can be 
produced within a given timeframe, 
as more marketers can be creating in 
parallel, instead of waiting their turn 
sequentially.

Self-service “no code” tools will 
significantly reduce the cost of 
experimentation, as marketers will 
be able to try more ideas on their 
own, quickly and cheaply. In turn, this 
increased diversity of experimenters 
will tap into greater creativity from 
across the organization. And the 
learning that results will be more 
widely distributed too.

Trend 01 “No Code” Citizen Creators
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But the “no code” movement isn’t 
just about empowerment. It’s a huge 
lever for efficiency too.

“No code” tools for workflow 
automation and integration will 
dramatically accelerate marketing 
processes across widely distributed 
teams and tools, even across 
organizational boundaries between 
brands, agencies, and channel 
partners. Manual steps will be 
steadily replaced by scheduled 
and triggered automations, freeing 
marketers to focus on craft more  
than chores.

Enabling such “no code” automation 
will drive both commercial martech 
vendors and internal company 
developers to provide greater 

programmatic access to their 
software through APIs. While user 
interfaces for humans will still be 
important for many apps, we will 
expect the data and functionality of 
all apps and platforms in our business 
to be accessible via APIs — so that 
they can be orchestrated through 
“no code” automation and composed 
into virtual compound apps, 
configured and reconfigured on-the-
fly for any operational need.

The 2020s will see the rise of the 
“marketing maker” — non-technical 
marketers who are able to create the 
majority of digital experiences they 
imagine with their own hands.

Yet even in a more decentralized 
marketing organization, there 

A representative 
sample of “no 
code” tools 
available today.

will still be need for centralized 
expertise to provide the scaffolding 
and governance in which all of this 
distributed creation is happening.  
A common foundation and  
framework that balances diversity 
with consistency.

This leads to the next trend 
of platforms, networks, and 
marketplaces — and the  
opportunity for conceptually 
“platforming” marketing.

11

Automation & Workflow Creation

Database & 
Spreadsheet-
Driven Creation

Content & UI 
Design Creation

Representative 
sample of 100+ “no 
code” tools 
available today.

Content & 
UI Design Creation

Databases & Spreadsheet-
Driven Creation

Automation & Workflow Creation.
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1. The proliferation of “no code” 
tools will give non-specialist 
business users the ability to 
self-serve more of their needs 
immediately, instead of being 
constrained by the cost or 
availability of a specialist.

2. “No code” capabilities aren’t 
limited to building software. 
All kinds of digital assets, apps, 
analyses, and workflows will be 
produced by non-specialists 
using tools designed to 
empower citizen creators.

3. “No code” tools wil abstract 
complex operations for 
marketers delivering automation 
and efficiencies. However, they 
will also multiply the number of 
moving pieces in a firm’s digital 
environment, increasing the 
need for platforms and software-
based governance.

KEY TAKEAWAYS:  
“NO CODE” CITIZEN 
CREATORS

KEY ACTIONS / QUESTIONS FOR YOUR 
ORGANIZATION AND “no code”

What tools or products are you using today that have “no 
code” capabilities? Are they being used or maximized? 
What’s on the horizon for those products to take advantage 
of this trend?

Look for the complex or time consuming parts of your 
marketing processes. What “no code” solutions are available 
to ease or solve these?

Consider the integration opportunities for the tools and data 
you use today. What “no code” opportunities do you see? 
Put these in the plan.

4. Specialists will still be in high 
demand for applying their skills 
to more advanced and complex 
creative activities. They will 
leverage “no code” tools too, 
to accelerate their production 
process.

5. Software, both commercial 
and custom, will increasingly 
expose its capabilities through 
APIs for “no code” tools to be 
able tap into that functionality 
for any workflow or customer 
experience built by a citizen 
creator (in marketing, a 
“marketing maker”).

1

2

3

12
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Trend 2.

Platforms, Networks 
& Marketplaces
Our previous era of business 
thrived through chains. Value 
chains. Supply chains. Distribution 
chains. Linear flows that 
produced and delivered goods 
and services. Internal workflows 
often mirrored this assembly 
line mental model, managing 
knowledge work the same 
way as physical manufacturing. 
Project management Gantt charts 
epitomized this view.
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Software and hardware platforms have ushered in tremendous extensibility 
and remixability on top of standardized foundations — from early operating 
systems, such as Windows, to modern device platforms, such as iOS, 
Android, Amazon Alexa, and Philips Hue, to current SaaS platforms such as 
HubSpot, Salesforce, Shopify, and Xero. 
 
Developers stand on the shoulders of giants to create specialized apps 
that inherit the capabilities of the platform upon which they’re built. Users 
of these platforms benefit from a spectacular variety of apps. They can 
choose ones that best suit their needs and preferences — or even make 
their own — while being assured of their interoperability around shared 
data models, operating workflows, and user interface standards. 
 
This platform pattern is also applied to content and campaigns, where 
foundational creative assets are designed to facilitate independent 
production of variations and localizations within a common marketing 
framework. 
 
The biggest advantage of platforms is their adaptability. The ecosystem of 
things built around them can continually evolve, to rapidly address new use 
cases and emerging innovations, without having to explicitly coordinate 
their actions with a central authority. Platforms with a large ecosystem of 
creators are extremely resilient.

The advantage of such chains 
was optimizing for efficiency, 
squeezing out waste from 
even highly elaborate end-
to-end processes. As long as 
we were operating in a stable 
environment, we could produce 
relatively predictable outcomes 
with speed, scale, and precision.

But the digital world is eclipsing 
traditional chain-style thinking. 
There’s much less predictability 
in today’s business environment. 
Markets, competitors, and 
customer expectations can 
change swiftly. Every year, 
new technologies bring new 
capabilities, new channels, and 
new consumer experiences — 
in turn enabling new business 
models and operating models 
that harness them. The speed by 
which these changes are spread 
and adopted continues  
to accelerate.

In this environment, efficiency is 
still valued. But we’ve come to 
appreciate agility, adaptability, 
and resilience as even more 
valuable business characteristics. 
What good is a highly efficient 
operational pipeline, if it’s 
eclipsed by an entirely different

Yet while a highly connected, digital world 
has generated these new challenges for 
us, it has also given us new organizational 
structures to overcome them. Three patterns 
have emerged:

Platforms
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Marketplaces provide a managed 
environment for buyers and sellers to 
get matched with each other, conduct 
transactions, and coordinate the 
delivery of their goods or services. 
By validating sellers and buyers and 
enforcing rules for participation, 
marketplaces reduce risks for parties 
to do business without a direct 
relationship. 
 
Marketplaces have blossomed on the 
Internet: Airbnb, Alibaba, Amazon (for 
third-party sellers), eBay, Etsy, Fiverr, 
Groupon, Houzz, Kickstarter, Uber, 
Upwork, Walmart, Wish, and many 
more. There are B2B and industrial 
marketplaces, such as Cargo.one 
for booking air cargo and Laserhub 
for sheet metal orders. Facebook, 
Google, and other ad exchanges run 
marketplaces for advertising, matching 
advertisers with audiences in real-time 
bidding for placements. A number 

A network is a group or system of 
interconnected people or things.9  
The Internet itself is one giant 
network, and by connecting over 
4.5 billion10 people on the planet, 
it has facilitated trillions of dollars 
in measurable transactions — and 
trillions more in personal and 
professional value-add. 11 
 
Within that mother-of-all-networks, 
the Internet contains millions of 
other networks, from social media 
juggernauts, such as Facebook, 
Twitter, and WeChat, to private 
collaborative networks inside 
organizations, using tools such as 
Slack and Microsoft Teams. Within 
these networks, participants 
can connect, communicate, 
share content, and tap collective 
contributions of information. They 
form digital communities and affinity 
groups — and specialized subgroups 
within them. There’s often a fluidity to 
these networks that let them adapt 
and evolve. 

Networks

Marketplace

Companies get value by participating 
in relevant networks, as a source of 
customers, knowledge, and talent. But 
far greater value is achieved through 
owning a network. It could be a 
network of partners, a community of 
customers, a portfolio of agencies (if 
you’re a holding company) or startups 
(if you’re a VC), or a pool of vetted 
suppliers or freelancers available on-
demand. In the context of a platform, 
you can have a network of users, 
developers, or connected devices. 
 
Metcalfe’s Law claims the value of a 
network is proportional to the square of 
the number of participants — assuming 
compound benefit for each participant 
from everyone else in the network. 
But companies can also create value 
through the exclusivity of their own 
“closed” networks and the specialized 
context in which they operate.

of data marketplaces have sprung up 
for both businesses and consumers to 
monetize their data. 
 
Marketplaces are everywhere in the 
digital world. 
 
Buyers and sellers participating in a 
marketplace are also a network. And 
many digital marketplaces are built 
around a platform, such as Apple’s 
App Store for iOS, Google’s Play Store, 
HubSpot’s App Marketplace, and 
Salesforce’s AppExchange. 
 
Well-run marketplaces are adept at 
balancing supply and demand. They 
give sellers the ability to reach new 
buyers and increase the liquidity of their 
inventory (which may be physical goods, 
digital assets, professional services time, 
etc.). They give buyers the benefit of 
more flexible purchasing, on-demand, 
with greater competitive choice.

9     Google English dictionary definition for “network” provided by Oxford Languages.
10    https://www.statista.com/statistics/617136/digital-population-worldwide/
11    “Understanding the Value of the Internet”, Christopher Hooton, The Internet Association
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MARKETPLACENETWORKPLATFORM

producers consumers

Platforms enable specialization, 
innovation, and variation of apps, 

campaigns, creative, workflow, etc., on 
a coherent, common foundation.

Examples:
iOS, HubSpot, Salesforce, Shopify, Xero

Key dynamics:
extensibility, remixability, governance

Networks facilitate connections, 
interactions, and asset sharing —con-
tent, data, knowledge, etc. —among 

participants in a community.

Examples:
Facebook, LinkedIn, Slack, Twitter

Key dynamics:
network effects, Metcalfe’s Law

Marketplaces match producers and 
consumers in a particular market, 
brokering discovery, evaluation, 

transactions, and service delivery.

Examples:
Airbnb, AdWords, App Store, Etsy, Fiverr

Key dynamics:
supply & demand, “GDP”

still working on this
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BUSINESS MODELS & 
OPERATING MODELS

Platforms, networks, and 
marketplaces can be business 
models, where a company monetizes 
them directly. But they can also be 
operating models, where a company 
leverages these digital structures to 
run their business more effectively. 
And they can be blended together, 
in short it also depends on the 
viewpoint.

A brand can sell a hardware 
platform, tap their user network 
for community-based support and 
advocacy, and run a marketplace for 
apps and services offered around 
its products. An agency can provide 

These three patterns are cropping up in nearly every corner of digital business. 
They thrive on the dynamics of the Internet the way manufacturing plants 
in the 19th century once thrived on the rivers that powered their machinery 
before electricity. In the decade ahead, these patterns will be an explicit and 
integral part of our strategy and operations.

Successful platforms, networks, and marketplaces — and the ecosystems of 
participants that flourish around them — will be some of the most valuable 
assets a company can own.

Platforms enable specialization, innovation, 
and variation of apps, campaigns, creative, 
workflow, etc., on a coherent, common 
foundation.

Examples: iOS, HubSpot, Salesforce, 
Shopify, Xero

Key dynamics: extensibility, remixability, 
governance

Networks facilitate connections, 
interactions, and asset sharing —
content, data, knowledge, etc. — 
among participants in a community.

Examples: Facebook, LinkedIn, Slack, 
Twitter Xero

Key dynamics: network effects, 
Metcalfe’s Law

Marketplaces match producers and 
consumers in a particular market, 
brokering discovery, evaluation, 
transactions, and service delivery.

Examples: Airbnb, AdWords, App 
Store, Etsy, Fiverr

Key dynamics:  supply &  
demand, “GDP”

Platform Network Marketplace

Business models 
and operating 
models often 
combine these 
three patterns 
in external and 
internal — or  
open and closed  
— ecosystems.

their own proprietary apps on top of 
their clients’ marketing platforms — 
as a way of efficiently collaborating 
and securely sharing data — source 
panel insights from a consumer 
network owned by their holding 
company, and secure endorsements 
for localized campaigns through 
their own specialized influencer 
marketplace.

Because platforms, networks,  
and marketplaces are excellent 
ways to coordinate independent 
and widely distributed contributors, 
they can also serve as effective 
organizational models for 
empowering a more decentralized 
workforce inside a business.

16
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platform

network

marketplace

variations, extensions

distributed contributors

supply/demand match

standards

governance

low variance

global control

adaptations

innovation

high variance

local control

DECENTRALIZECENTRALIZE

still working on this

Trend 02

For instance, instead of an internal 
service bureau model for marketing 
services inside a brand, where 
requests from across the organization 
are produced by a centralized team 
of specialists, a company may instead 
establish more of a centralized 
“platform of excellence.”

The difference? The platform 
is a collection of tools, assets, 
enablement, and guardrails that 
enables people throughout the firm 
to self-serve many of their needs. 
The trend for “no code” solutions 
discussed in the previous section 
intersects with this.

By establishing 
centrally-managed 
platforms, networks, 
and marketplaces, 
organizations can enable 
greater decentralized 
adaptations, innovations, 
and dynamic optimization 
of resources.

Platforms, Networks and Marketplaces
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Platforms 
open and extensible 
software platforms at 
the core of marketing

Permission
not technical 
permissions, but 
empowerment from 
management

A centralized team of specialists design and manage that platform — the 
business operating system of that function — rather than doing the hands-on 
production work themselves. This increases responsiveness for most requests, 
as self-service fulfillment can happen immediately. The centralized team can 
then reserve bandwidth for a smaller number of advanced requests that 
require their expertise to produce.

Partitions
modular design of 
responsibility pods for 
distributing leadership 

Preparation
training and enablement 
for distributed/
decentralized users

Permissions
software-enforced 
governance of what 
distributed teams can do

Principles
clear values and 
guardrails for users to 
apply tools in good ways

Perception
automated monitoring 
and human review of 
usage and results

Passion
genuine enthusiasm for 
empowering the edge 
of the organization

THE 8 PS OF PLATFORMING MARKETING

Organizing your internal marketing operations around 
a “platform” model 12 enables people throughout the 
broader marketing organization to self-service many 
of their most common requests. Here are the 8 Ps of 
successful platform marketing:

05 06 07 08

01 02 03 04

 12  https://chiefmartec.com/2019/09/platforming-marketing-8-ps-self-service-martech/

Platforms, Networks and MarketplacesTrend 02
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“Lindsay Shirley
Chief People Officer,  
Wunderman Thompson Asia Pacific

Platforms have a significant impact on the marketing 
workforce. A core set of people are needed to maintain 
and operate the platform. But then additional people can 
participate more on a more dynamic basis to support 
increased demand or deliver a new capability or service.

From a business perspective, this drives the adoption of a 
skills on-demand model:

Teams are created to solve specific short term problems 
and then disbanded once the capability is established. 

It can de-risk future business model changes by enabling 
more flexible staffing options to adapt and scale in 
response to new opportunities.

 
As a result:
People will experience and expect a 
much more flexible way of working, 
being able to apply their skills to a 
specific need within the context of 
a platform, build and automate their 
contributions, and then move to the 
next challenge.

Remote working will grow in 
popularity, giving professionals the 
option to adapt quickly to different 
teams and projects, plugging voids 
with skills on-demand.

To enable this:
Marketing team collaboration will 
be key, bringing people up to 
speed quickly and enabling efficient 
execution as a dynamically configured 
team.

This will be an increasing area of 
investment in people management, 
to maintain connections and cohesion 
across more dynamic marketing 
teams, each with their own unique 
workflows and requirements.
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Particularly interesting opportunities 
will arise from platforms, networks, 
and marketplaces that are shared 
privately among a set of companies 
— blurring the line between internal 
operations and external ecosystems. 
Partnerships for sharing second-
party data are examples of such 
models today.

Standards will help. In marketing, 
there are relatively few standards 
today — in contrast, say, to the 
telecom industry. But regulation, 
often the impetus for creating 
standards, is increasing in 
marketing’s domain. Standards for 
the interconnection of marketing 
platforms and ecosystems will 
likely emerge in the years ahead, 
helping to break down silos that 
exist across platforms.

Martech vendors 
provide platforms, 
networks, and 
marketplaces,but 
they also help 
companies engage 
with others — and 
create their own.

The marketing industry should 
stay ahead of this and advocate 
for international standards. Or 
face cross-platform inefficiencies, 
increased pressure from walled 
gardens, and complexity from local 
regulatory bodies implementing 
standards that vary significantly 
— or outright conflict — across 
jurisdictions. Standards will fuel 
the next stage in the maturity of 
marketing technology.

Martech companies provide their 
platforms, networks & marketplaces to 
customers and partners.

Martech products enable marketers to 
engage in other platforms, networks & 
marketplaces.

Martech products empower marketers to 
create their own platforms, networks & 
marketplaces.

Provide Engage Create

Martech will both define and 
be defined by these patterns. 
Leading martech companies 
will be platforms, networks, and 
marketplaces themselves. They 
will empower marketers to engage 
in other platforms, networks, and 
marketplaces. And they will give 
marketers the ability to create  
their own.

20

Platforms, Networks and Marketplaces
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“

Connected TV is an example of a super fragmented 
environment in need of greater platform and marketplace 
cohesion. There are lots of local market alliances that 
have established themselves. All the way from the screen 
manufacturers, the content owners, and the streaming 
services, it hasn’t yet been dominated by a few large 
players, (e.g., YouTube, IMDB, Facebook Video) in the same 
way digital advertising has. They’re not in a position to 
aggregate in the same way.

In part, this is due to the content owners managing the 
rights to their programs and open standards that allow OTT 
(over-the-top) delivery of TV — think HDMI, streaming video 
codecs, bandwidth quality control, etc. — and the low 
price of entry, through a simple app or hardware device. 

Marketers have had a difficult time providing a coherent 
connected TV service for brands in the same way linear 
TV has been because they needed to work with so many 
different market-specific platforms.

The opportunity here is when more programmatic 
connections can be made to simplify the planning, 
booking, scheduling, content management, and reporting 
processes for marketing. Agencies have a key role to play 
in this phase of platform and marketplace development, 
providing the aggregation necessary for critical mass. This 
would be too costly for a single brand to manage. It’s a 
symbiotic relationship.

At the same time, new creative technology tools are 
disrupting the workflow of traditional TV production: client 
meeting, brief, ideas, shoot ideas, plans, travel, all fly back, 
cut/recut, post production, transcreations — this has been 
expensive. Frame13, however, has disaggregated this entire 
flow. Only the camera person needs to be on location.  
A lo-fi version or live stream is uploaded for comment. 
Editing is done through remote collaboration. The cost 
base is fundamentally changed.

Stephan Pretorius
Chief Technology Officer,  
WPP

13  https://frame.io/
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Brands and agencies will compete 
within marketplaces and platform 
ecosystems, strategically deciding 
which ones to participate in — and 
how to differentiate themselves 
within them. They will source 
more services on-demand through 
networks and marketplaces to 
increase speed or scale, decrease 
costs, and provide more flexibility in 
their operations. And they will build 
their own platforms, networks, and 
marketplaces as the architectural 
structure of digital business.

Platform businesses have proven to 
be robust in turbulent times, being 
able to quickly adapt around their 
foundational core. Over the next ten 
years, brands will increasingly build 
customer engagement and business 
models around platform concepts.

In turn, agencies will need to help 
their clients to build out their 
business platforms, as all parts of 
the business become increasingly 
interconnected and interdependent. 
Particular attention in platform and 
network design will be on sharing 
data and resources and enabling 
increasing levels of automation. 
The objective will be to empower 
marketers to tap broad ecosystems 
— many with participants beyond the 
boundaries of the firm — to rapidly 
build deeper and more connected 
experiences and micro-experiences 
for customers.

Marketing in the 2020s will be driven 
by the Ecosystem Economy.14 

Brands and agencies will 
compete within marketplaces 
and platform ecosystems, 
strategically deciding 
which ones to participate 
in — and how to differentiate 
themselves within them. They 
will source more services on-
demand through networks 
and marketplaces to increase 
speed or scale, decrease 
costs, and provide more 
flexibility in their operations. 
And they will build their 
own platforms, networks, 
and marketplaces as the 
architectural structure of 
digital business.

14  In the Ecosystem Economy, What’s Your Strategy?, Michael G. Jacobides, Harvard Business Review, September-October 2019 issue

Platforms, Networks and MarketplacesTrend 02
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1. In a digital world, brands and 
agencies are shifting from static, 
linear, and hierarchical business 
models and operating models 
to more dynamic structures and 
processes organized around 
platforms, networks, and 
marketplaces.

2. Brands and agencies 
will participate in many 
marketplaces, networks, and 
platform ecosystems, but 
some of the most strategic 
opportunities will be in creating 
their own.

3. Platforms thrive when they 
provide a common underlying 
architecture and governing 
principles that standardize data 
and operations across a high 
volume and wide variety of 
digital elements and interactions. 
Good platforms enable greater 

KEY TAKEAWAYS: 
PLATFORMS, NETWORKS 
& MARKETPLACES

KEY ACTIONS / QUESTIONS FOR YOU

 
What are the platforms and ecosystems that you or your 
organization own or participate in? What’s at the core? How 
digitally enabled are they?

Where are the opportunities to develop integration 
partnerships and open elements of the services you 
participate in?

Think through the collections of capabilities that you have 
that aren’t linked yet — is there an opportunity to create a 
platform?

innovation and experimentation 
to blossom on their foundations 
independent of the core.

4. Marketplaces thrive when they 
optimize matching of supply and 
demand and yet also provide 
trusted and reliable mechanisms 
to assure delivery and 
compliance in those transactions.

5. The dynamics of the Ecosystem 
Economy will shape marketing 
strategy and operations, both 
inside and outside the firm, 
including collaborations between 
brands and agencies.

1

2

3
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Trend 3.

The Great App 
Explosion
The annual marketing technology 
landscape, produced by 
chiefmartec.com since 2011, has 
been a source of heated debate. 
It’s a single slide with logos of  
the many different marketing 
technology products that Scott 
and his collaborators were able to 
find and organize into categories. 
It has grown exponentially over 
the past decade.
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The 2011 martech landscape had 
around 150 solutions. By 2014, it 
had grown to nearly 1,000. The 
next year: 2,000. Then 4,000. The 
most recent edition released in the 
spring of 2020 had a whopping 
8,000. That’s an eye-popping 
5,233% growth over the decade.

Each year, the graphic would 
trigger cries by industry analysts 
and overwhelmed marketers that 
the martech industry was bound 
to consolidate. It was ridiculous 
to have thousands of vendors!15 

Yet every year, the landscape 
continued to grow. How was this 
even possible?

8,000  
Solutions by the spring 
of 2020

5,233% 
Growth over the decade

2011 

150

300

1000

2000

3500

5000

6800

7000

2012

2014

2015

2016

2017

2018

2019
2020

8000

In truth, there has been significant 
consolidation in the martech space. 
Hundreds of companies have been 
acquired or driven out of business 
by their competitors. And the largest 
marketing technology vendors 
who have achieved scale as public 
companies — Adobe, HubSpot, 
Oracle, Salesforce, etc. — have 
achieved dominant market share in 
many martech categories.

Yet still the total number of martech 
solutions on the market grows.  
Why? How?

15  It’s worth noting that while thousands of martech vendors generated quite a stir in marketing circles, our industry has had tens of 
thousands of specialized services vendors — the quintessential boutique agency — without causing nearly as much consternation. 25
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THE NEW ECONOMICS OF 
SOFTWARE

First, we must recognize that the 
economics of launching a software 
product these days are a fraction 
of what they once were. Cloud 
platforms such as Amazon AWS, 
Google Cloud, and Microsoft Azure 
let any entrepreneur working out 
of their home spin up world-class, 
global infrastructure for running a 
software-as-a-service (SaaS) app in a 
matter of minutes. They only pay for 
what they use, at costs measured in 
infinitesimal slivers of cents, which 
scale smoothly with the growth of 
their business.

Software entrepreneurs can leverage 
free open source frameworks. They 
can add major swaths of functionality 
to their products simply by inserting 
a few lines of code from API-based 

service platforms, such as Twilio  
and Stripe, which instantly give  
them state-of-the-art communications 
features and a robust payments 
engine. They can tap engineering 
expertise on-demand from  
developer communities, such as 
Github and Stack Overflow, and 
freelance marketplaces, such Fiverr 
and Upwork.

Most apps can be launched 
with very little capital today, 
which has resulted in a wave of 
bootstrapped SaaS businesses. And 
when startup money is needed, 
it is available from a plethora of 
sources beyond traditional venture 
capital: accelerators such as 
YCombinator, crowdfunding sites 
such as Kickstarter, new “alt VC” 
organizations such as TinySeed and 
Earnest Capital, revenue-based 
financing, and more.

There are effectively zero barriers  
to entry to getting into the  
software business.

It’s also easier than ever to buy apps. 
Many apps can be purchased by 
business users with a credit card and 
immediately used in a web browser. 
Freemium and free trial apps make it 
even easier to get started: try an app 
out and see if you find it useful. More 
complex and expensive products 
take longer to buy and configure, 
but even those deployments have 
far less friction today than previous 
on-premise solutions in the era that 
preceded the cloud.

The demand for apps is nearly 
unlimited. Marketers are constantly 
looking for innovations that will 
give them a competitive edge — a 
new tactic, a new channel, a new 
customer experience. They’re 
continually striving to optimize their 
operations with more specialized 
tools and digital services that are 
tailored to their needs. It’s a kind of 
digital arms race.

The biggest hurdle to app adoption 
in marketing has been integration. 
You could assemble a stack of 
“best-of-breed” apps — software 
passionately focused on serving 
one specific need better than 
anything else in the market — but 
getting them to interoperate was 
challenging.

However, that dynamic is changing 
rapidly thanks to the rise of app 
platforms in the cloud. As explained 
with the trend of platforms, networks, 
and marketplaces, software platforms 
provide a common foundation for 
apps that are integrated or built on 
top of them — to work together.
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“

MARKETERS WILL NEED TO ADOPT THE 
TECHNICAL AND CONSULTATIVE DEPTH OF 
SOFTWARE COMPANIES

Marketing as we know it today will have fundamentally 
changed by 2030. Digitalization of our environment will 
have progressed into every facet of people’s lives. Many 
devices available today and to come in the future will be 
connected, providing constant consumer engagement and 
response points that ideally take the consumer on a useful 
journey to meet their end goal. 
 
A simple example today is a DIY hardware brand which 
offers an authenticated online and mobile user experience. 
The brand can enable the user online to suggest products 
of interest and guide the user to the nearest store with 
product in stock. (And think of how helpful this can be 
when every store seems to be out of toilet paper!) The user 
can then use the brand’s mobile app (and it’s geo location 
data) to find the product in store down to the aisle and 
bay. This is possible today and can turbo-charged in the 
future, with more data points, more digital encounters with 
the user and more digital feedback from the user. 
 
These types of enhanced experience require a network 
of platforms and applications to work cohesively at 
scale across markets. Successful execution includes data 
integration, architecture to support real-time decisioning 
and rendering of the digital experience and operational 
know-how for best in class implementation. 
 
Marketers and supporting agencies need to think about 
the strategic vision driving their software development 
and ensure the north star is the consumer experiences 
they desire to deliver. They need to develop the same 
consultative operational support that any tech vendor 
provides. These practices are already mature in other 
industries so it’s about observing and acquitting talent. 
 
It’s a pivotal time of reinvention in our industry as we 
support brands and consumers around the world. We  
have a lot to explore and create over the next decade.

Katherine Strieder
Chief Product Officer, GroupM Data 
and Technology at GroupM
WPP
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PACKAGED PRODUCTS

apps built by an organization for 
its own operations/customer 
experience

app for a specialized domain/function 
that may have APIs, but doesn’t have 
an app ecosystem built around it

app/suite for a generalized domain or 
function, where developer extensibility 
and its own app ecosystem are central

business services, such as payment 
processing, primarily provided via API 
that developers embed in other apps

generalized infrastructure-as-a-service 
(IaaS) or platform-as-a-service (PaaS) 
|that developers build apps/services on

websites, mobile apps

Hotjar, InVision, Loom, 
SEMrush, Unbounce

HubSpot, Salesforce, 
ServiceNow, Shopify

Twilio, Stripe, Auth0

AWS, Azure, GCP

App platforms standardize data models, 
services, and user interfaces to create 
coherence and consistency across 
everything plugged into them. Think of 
your iPhone or Android smartphone and 
how effortless it is to add new apps. 
We’re not quite there with B2B app 
platforms, but in the decade ahead,  
we will be.

This gives businesses the best of both 
worlds: unified digital infrastructure, 
anchored by stable app platforms, and 
near infinite means of innovating and 
differentiating through specialist apps — 
or custom apps they build themselves — 
layered on top of that foundation.

In May 2020, Pandium released a State of Product Integrations 
at the SaaS 1000 report that examined integrations, public APIs, 
and “app centers” offered by the 1,000 fastest growing SaaS 
companies from 2019.

They found that nearly every SaaS company now integrates 
with other SaaS companies in the cloud — the median was 15 
integrations each. In the martech category, 61% had an “app 
center” (from a simple directory to a transactional marketplace) 
featuring available integrations. 89% of them provided APIs to 
their customers.

All these elements combine to multiply the number of apps in the 
world. In fact, the larger and more consolidated cloud platforms, 
service platforms, and app platforms become, the further they 
accelerate development of more specialist apps and custom 
apps built on top of them.

The Great App ExplosionTrend 03
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app platforms serve as a 
fulcrum by facilitating the 
discovery and integration of 
specialist apps in their domain

W H AT I S  A P L AT F O R M ?
A platform feeds the creation of 
more apps than it consolidates.
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THE GREAT APP EXPLOSION

In a Worldwide IT Industry 2020 
Predictions report published a year 
ago, IDC estimated that “over 500 
million digital apps and services will be 
developed and deployed using cloud 
native approaches” by 2023.

To get a sense of the scale of The Great App Explosion 
already underway, consider that two years ago there were 
already over 100 million software project repositories in 
GitHub.16 By 2030, there will be an estimated 45 million 
developers in the world.17 If we count apps built by “no 
code” tools — and why shouldn’t we? — it’s easy to 
appreciate how billions of apps can be created.

By 2030, there will be billions and 
billions of apps in the world.

This is The Great App Explosion.

16  https://venturebeat.com/2018/11/08/github-passes-100-million-repositories/
17  https://www.slashdata.co/free-resources/global-developer-population-2019-community-edition 29
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Of course, most of these apps won’t 
be stand-alone software businesses. 
The vast majority of them will be 
custom apps built by companies for 
their own internal needs. The next 
largest set will be those built by 
businesses for their customers — not 
as stand-alone software businesses 
either, but as outward-facing, digital 
facets of their products and services.

For example, a direct-to-consumer 
(D2C) brand will build their own 
custom web apps to serve customers 
on their site. But they will also 
develop custom mobile apps, 
chatbots for messenger platforms, 
voice assistant skills, widgets for 
affiliates to embed on other websites, 
API services for partners in their 
supply chain, and so on.

More and more businesses will be 
“digital natives,” 100% powered 
by a kaleidoscopic tapestry of 
apps built, bought, or rented, all 
interconnected through APIs in public 
and private clouds. At the same 
time, the line between purely digital 
businesses and those with some kind 
of presence in the physical world 
will blur. Digital touchpoints will 
proliferate through physical spaces 
and objects, and everything will be 
orchestrated digitally.

THE ATOMIZATION OF APPS

By 2025, IDC estimates there will 
be 41.6 billion Internet of Things 
(IoT) devices connected in the 
world, including wearables, sensors, 
appliances, vehicles, TVs, speakers, 
and more.18 Each of these hardware 
devices runs its own software apps 

on the “edge” of the cloud. Some are 
so tiny as to be considered not just 
micro-apps but nano-apps.

This atomization of apps will not 
only geometrically explode the 
number of apps in the world. It will 
imbue everything in our lives with 
software intelligence. Asymptotically, 
everything will be an app.

5G networks, with an order of 
magnitude greater bandwidth, will 
make it feasible to deliver these 
apps instantaneously on-demand. 
App Clips in Apple’s recent iOS 14 
release are an example of this kind 
of install-less software experience.19 
As mobile bandwidth continues to 
increase — 6G networks later in the 
decade are predicted to have terabit-
per-second speeds20 — the size of 
apps and their media payloads (think 
augmented and virtual reality) that 
can be instantly deployed will grow 
by orders of magnitude.

For brands and agencies, this 
appification of the world represents 
an unprecedented canvas for 
creativity. Customer experiences can 
be crafted across a myriad of digital 
touchpoints, a suite of apps and 
micro-apps all working in concert to 
amaze and delight.

These richer brand experiences will 
begin earlier in the customer journey, 
as even ads become micro-apps 
that are capable of intelligence and 
interactivity. Indeed, the difference 
between an “ad” and a free, just-
in-time digital service beamed 
contextually to a device or media 
platform that a consumer is engaged 
with will be hard to distinguish. They 

will power interactive content and 
visual commerce everywhere.

More and more marketing assets 
will be software. As such, marketing 
operations and broader revenue 
operations — RevOps — will take 
on more characteristics of DevOps,21 
the hybridized discipline of software 
development and deployment in the 
cloud. Customer journey lifecycles 
and software development lifecycles 
will increasingly intersect and blend.

One of the most 
important aspects of 
this hybrid RevOps/
DevOps mission will 
be managing the 
gargantuan volume 
of data flowing in 
and out of all of 
these apps.

19   https://techcrunch.com/2020/06/23/ios-14s-app-clips-will-save-you-from-always-needing-an-app-for-that/
20  https://www.networkworld.com/article/3305359/6g-will-achieve-terabits-per-second-speeds.html
21   https://en.wikipedia.org/wiki/DevOps
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“

MARKETERS WILL NEED TO ADOPT THE 
TECHNICAL AND CONSULTATIVE DEPTH OF 
SOFTWARE COMPANIES

All digital marketing experiences will become micro 
applications and seamlessly scale to the types of 
applications we see today. Experiences that today allow 
you to play the first level or envisage an item of furniture in 
your living room, will become more lifelike, more relevant, 
more context aware and easier to interact with. It won’t 
even be noticeable that is happening.

AI will also be more prevalent in these experiences, either 
to tailor the delivery or enhance the experience in real 
time, reading the environment in which it’s operating, or 
acting on behalf of the consumer to decide what’s needed 
and appropriate.

Quoting Arthur C. Clarke, “Any sufficiently advanced 
technology is indistinguishable from magic.” With AI at the 
edge, integrated into handheld devices, and taking part 
in every interaction we have, on our behalf, with our best 
interests at heart, it will feel like magic.

Niel Bornman
CTO Data and Product, WPP

The Great App ExplosionTrend 03
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1. Software will continue to 
become easier and cheaper to 
create, and there will be more 
and more digital touchpoints in 
people’s lives where it can be 
deployed. Customers will expect 
more app-like experiences from 
brands, in both consumer and 
B2B markets.

2. The landscape of commercial 
martech tools will continue 
to grow, as major marketing 
platforms enable and expand 
their ecosystems of plug-and-
play specialist apps.

3. Agencies will have increasing 
opportunities to build their 
own martech apps for these 
marketing platforms as a way  
to collaborate more deeply  
with clients through their 
martech stacks and differentiate 
with new software-powered 
service offerings.

KEY TAKEAWAYS: THE 
GREAT APP EXPLOSION

KEY ACTIONS / QUESTIONS FOR YOU

At the creative ideation stage, include your software 
development team to take part in the art of the possible.

What skills do you need in the team to create and deliver 
intelligent app or micro-experiences at scale? Think through 
the changes in people, process and tools needed to 
support the change. Plan for increasing demand for this type 
of creativity.

Where will the data needed to inform and drive 
these experiences come from? How will that data be 
permissioned and managed?

4. The proliferation of connected 
devices and exponential growth 
in bandwidth will enable more 
marketing assets — including 
previously static advertising 
formats — to have some level 
of software intelligence and 
interactivity built in. This will 
inspire a whole new wave of 
advertising and marketing 
creativity.

5. As marketing manages more 
and more software assets in 
its domain, orchestrating all 
these elements will require the 
combination of DevOps and 
RevOps practices and thinking 
in marketing operations, at both 
agencies and brands.

1
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Trend 4.

From Big Data 
to Big Ops
It’s been said that data 
is the new oil. A better 
analogy is that data is 
the new oil paint.
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Oil paints range from $4 to $400 a tube, from common 
to rare oils and pigments. They’ve got inherent value. 
But it’s by applying those paints on canvas, in inspired 
acts of creation, that orders of magnitude greater 
value can be achieved, transforming matter into 
masterpieces.22 

Data by itself has value too, which we can observe 
through prices in data marketplaces. But it’s by 
integrating that data into the design and delivery 
of remarkable customer experiences that marketers 
create orders of magnitude greater value for their 
organizations.

Designing and delivering customer experiences in a 
digitally-native or digitally-transformed business is a 
function of an enormous number of apps, automations, 
bots, decision models, dynamic processes, workflows, 
skills, people and more — a myriad of human and 
software “actors” — that must all work in concert 
together.

Each of these actors operates on data, and their 
performance is influenced by which data they have 
access to and its quality. But by operating on data, 
they’re often altering it too — either updating existing 
data or contributing new data that they collect, derive 
and generate. Because so many software-automated 
or software-mediated processes are now running in 
parallel in a digital organization, (many with a certain 
degree of independence), yet all of them interacting 
with the firm’s collective universe of data, complex 
interaction effects emerge.

Based on the trends we’ve already examined —  
The Great App Explosion, which is being fed by more 
decentralized “no code” citizen creators leveraging 
platforms and networks — we can expect that 
complexity to grow exponentially in the decade ahead.

The effectiveness by which companies orchestrate all  
of this — the massive span of their digital operations —  
will be a major axis of competitive advantage.

22  The most expensive painting sold to date was Leonardo da Vinci’s Salvator Mundi, bought at an auction in November 2017 for $450.6 
million. https://en.wikipedia.org/wiki/Salvator_Mundi_(Leonardo)

The effectiveness by which 
companies orchestrate all 
of this — the massive span 
of their digital operations 
— will be a major axis of 
competitive advantage.
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The 2010s were about big 
data, wrangling the enormous 
scale and complexity of data 
flowing into organizations at an 
accelerating velocity. The 2020s 
will be more about “big ops” — the 
orchestration layer on top of that 
universe of data and its growing 
scale and complexity.

Just as big data described an 
exponential growth in the volume, 
velocity, and variety of data being 
piped in and out of organizations, 
big ops describes a similar scaling 
of the volume, velocity, and variety 
of automated or software-mediated 
processes rippling across marketing 
operations, sales operations, service 
operations, and overarching revenue 
operations.

THE DECADE OF BIG OPS
 

The scale of data in business will continue to grow too, but the 
mechanics of piping and storing it will be relatively easy and 
commoditized with cloud platforms. Data competitiveness will be a 
function of two things:

It’s the 21st century philosophy 
riddle: if data is generated, but 
nobody ever does anything with it, 
did it even exist? (The answer: we’d 
be better off if it didn’t. Data that is 
collected but never used has less 
than zero value. It’s a liability, with 
costs of storage and risks of theft.)

Research this year by IDC and 
Seagate23 estimated that 44% of all 
data available to enterprises goes 
uncaptured, and out of the data that is 
captured, 43% remains unused. Barely 
one third of the total is put to work 
today. The rest is “dark data.” The first 
mission of big ops is bringing all the 
relevant data into the light.

23  The Seagate Rethink Data Survey

The source of your data: 
its accuracy and freshness; 
its provenance and legal 
permissions; and its exclusivity

How effectively you distill 
and activate that data in 
your business operations 
and customer experiences 
and its exclusivity

01 02
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DATA INTELLIGENCE & DATA 
REFLEXES
 
Capturing available data and putting 
it to some use is a start, but the 
“putting it to use” part has a wide 
range of possibilities that affect 
its impact. Data grows in value in 
two dimensions: (1) the degree to 
which it is distilled into information, 
knowledge, and insight; and (2) the 
degree to which it is activated in 
the organization, from reporting to 
decision-making and, in a big ops 
environment, driving automated 
reactions.

The first dimension is your data 
intelligence. The second is your  
data reflexes.

These two dimensions intersect 
to determine how valuable data 
ultimately becomes. Data may be 
distilled to insights, but are they fed 
into the right decisions at the right 
time? Data can be merely processed, 
yet can it immediately trigger a 
helpful automated response for a 
customer?

Harnessing data in big ops — 
developing your data reflexes — 
relies on data connectivity and data 
coordination, wrapped by data 
management and data governance; 
capabilities that are still in the early 
stages of maturity for most firms.
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Across the myriad of data sources 
in our organization, are the right 
data sets connected to an ops 
process? Can it access relevant data 
in a timely manner? And with data 
compliance and data ethics growing 
in importance, are the “wrong” data 
sets — those for which a particular 
ops process should not have 
access — properly restricted (data 
governance)?

Such data connectivity is the 
backbone of big ops.

But the real complexity is in data 
coordination, managing the 
interdependencies and parallel 
activity among ops processes and 
the data they’re working with.

Which ops actors get the first pass 
at new data? As they validate and 
process it — format, clean, and 
augment it — are subsequent actors 
operating on it properly sequenced? 
With many actors working with the 
same data sets, how are conflicting 
data updates resolved? As other 
actors continue to enrich and distill 
that data into higher level insights, 
are processes upstream iteratively 
rerun to refresh their models and 
outputs?

From Big Data to Big OpsTrend 04
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Just as distributed databases are 
often “eventually consistent” — with 
caveats and constraints that must 
be considered in application logic 
— big ops environments will face 
a meta version of this challenge as 
they strive for eventually consistent 
operations across all internal 
decisions and customer-facing 
experiences. Centralized software 
platforms, as well as blockchain 
and ledger databases, will help 
orchestrate this complexity. But 
governance provided by big 
ops leadership will be crucial to 
designing and running this digital 
operations layer effectively.

These are ops challenges more  
than data challenges.

COMPETING ON EFFECTIVE 
DATA USE
As organizations build big ops 
competencies, they will be in a 
better position to extract value 
from additional sources of data that 
originate beyond the walls of the 
firm. Marketing organizations will 
need to invest in the data skills (data 
literacy) of their people to ensure 
the skills of the few are second 
nature to the wider organization 
over this timeframe, “no code” and 
platforms strategies will accelerate 
this understanding. Agencies will 
continue to plug skill gaps with 
data literate experts and areas of 
increasing investment for the industry 
as a whole.

The decade ahead will see significant 
growth in data alliances between 
companies — sharing second-party 
data — securely brokered by trusted 
ecosystem data platforms such as 
Crossbeam and InfoSum.

Data marketplaces for third-
party data will also grow. Gartner 
predicts that by 2022, 35% of large 
organizations will be either sellers 
or buyers of data via formal online 
data marketplaces up from 25% in 
2020. From now through to 2025, the 
number of market providers and data 
products within data marketplaces 
and exchanges are expected to 
grow by 25% a year.24 Although 
with increased regulatory pressure, 
the governance and permission 
management surrounding the data 
will be a further complexity for big 
ops to manage.

An emerging source of data is 
“zero-party data” that prospects 
and customers directly manage 

about themselves and share with 
companies in a more controlled 
fashion. Acquiring this data at the 
right time, for the right purpose,  
and at the right cost — and adhering 
to the contracts by which it is 
provided — will be a key facet of  
big ops ahead.

Since the same set data will vary 
significantly in value depending 
on how effectively a firm is able 
to operationalize it, there will be 
increasing opportunities for data 
arbitrage around these exchanges.

For agencies, there are opportunities 
to both connect clients with the 
right second-party and third-party 
data providers, as an integral 
element of marketing campaigns and 
programs, but to also create their 
own specialized data networks and 
marketplaces.

Bigs ops will make big data more 
powerful than ever. However, while 
that holds tremendous upside for 
businesses and customers, it will also 
amplify problems with bias in data 
sets. Data that misrepresents people, 
either through its incompleteness or 
inaccuracy, will ripple across digital 
operations faster and with more 
significant consequences.

A crucial element of big ops will be 
implementing checks and balances 
to guard against data discrimination 
and enforcing policies of good 
data ethics. While technology will 
help with this mission, leveraging 
AI to detect operational patterns 
and anomalies that may indicate 
data bias or misuse, the weight of 
good judgment will rest on human 
shoulders.

24  Gartner, Top 10 Trends in Data and Analytics, May 2020
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1. Big Data was a revolution for 
handling the enormous volume, 
variety, and velocity of data 
flowing through organizations 
today. Big Ops will be about 
managing the growing volume 
and variety of apps, automations, 
processes, and workflows 
operating in brands and agencies 
on top of that universe of data.

2. Organizations that excel at 
distilling data into insights (data 
intelligence) and activating it 
in real-time in their operations 
(data reflexes) will achieve a 
competitive advantage.

3. Marketers will need to become 
more data and ops literate as 
an integral part of designing and 
managing marketing campaigns 
and programs. Regulations 
and ethics will limit how much 

KEY TAKEAWAYS: FROM 
BIG DATA TO BIG OPS

KEY ACTIONS / QUESTIONS FOR YOU

What is your business data strategy? What is your 
marketing data strategy? Are they aligned? How do you 
plan to manage the data needed to deliver the insights and 
activations for the experiences needed by your brand?

How is data governed and managed in your organization? 
Do those managers understand the future needs of 
marketing? Put the changes needed on the strategic plan.

Review the models you’re using, both internal and vendor 
supplied, creating a catalog to track their use cases and 
assess the risks of automating their results.

personal information available; 
marketers will have to find 
creative ways to target and 
personalize.

4. Data alliances and trusted 
data ecosystems will play an 
ever larger role in marketing 
operations — and will require 
greater governance for data 
regulation and compliance.

5. Given the amplifying effects 
Big Ops with have on the data 
it processes, the challenges 
of identifying and resolving 
issues with data discrimination, 
data bias, and data ethics will 
become increasingly important 
for agencies and brands. New 
AI-based tools will emerge to 
address these concerns.

1
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It’s been said that data 
is the new oil. A better 
analogy is that data is 
the new oil paint.

Trend 5.

Harmonizing 
Humans + Machines
A survey of marketers conducted 
in May 2020 found that 59% 
were concerned that AI and 
machine learning would limit 
their personal growth — up from 
only 14% in 2019.25 Will AI lead 
us into a dystopian future where 
machines take over marketing, 
with few roles left for us humans 
to play?

25  The Pivot Report, R.R. Donnelley & Sons Company, 2020
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The fear of a dystopian scenario 
isn’t totally unfounded. We are 
approaching a tipping point where a 
large number of jobs in the economy 
as a whole will be displaced by 
AI and automation. The effects of 
autonomous vehicles on employment 
in the transportation industry, for 
instance, will be hugely disruptive. 
But rapidly advancing machine 
learning will steadily encroach on 
many “knowledge worker” tasks 
as well, across every industry and 
discipline, including marketing.

To riff on Warren Bennis’s quote 
about the factory of the future: the 
marketing department of the future 
might have only two employees, a 
human and a dog. The human will 
be there to feed the dog. The dog 
will be there to keep the human 
from fiddling with the marketing 
automation software.

However, we don’t believe that 
scenario will happen in this decade. 
On the contrary, we think AI will give 
marketers the time and the tools to 
reach new heights in their profession.

MODEL MAKERS & MODEL 
BREAKERS

While machine learning is advancing 
quickly, its applications still tend 
to be narrowly defined. For certain 
marketing tasks, such as optimizing 
multivariate testing of content or 
optimizing ad spend, machine 
learning powered software can do 
a much better job than a human 
marketer at analyzing all the data in 
its model to determine the optimal 
decision.

But the big caveat is “in its model.” 
Humans still largely determine the 
models and what data sources are 
fed into them. Humans also retain 
the unique advantage of being able 
to consider what is not in the model 
that should override the conclusions 
of the algorithm, finding solutions 
when models break, and recognizing 
outliers as potential seeds for new 
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greater automation and AI assistance will give marketers more time 
and new tools to focus on customers, creativity & innovation 

or revised models. Humans think 
outside the box (the model).

Two skills that marketers will 
develop in this decade: model 
making and model breaking.

Humans also decide when and where 
to deploy these models, setting 
the context in which they run. For 
multivariate testing of content, for 
instance, a human decides what 
content is going to be optimized and 
the parameters of variations, either 
providing explicit alternatives or 
setting boundaries on automatically 
generated ones. The human sets 
the goals for the optimization — a 
hierarchy of preferred actions and 
the characteristics of ideal customer 
conversions on them.

Many of these human-led decisions 
are about connecting the dots 
across a number of different 

tactical automations in the service 
of a larger strategy. For instance, 
aligning the automation for ad spend 
optimization for a campaign with the 
automation for multivariate testing 
optimization on the landing pages 
for that campaign. The Great App 
Explosion will grow the total number 
of such tactical automations under 
the umbrella of ops, raising the 
importance of orchestration.

Software will coordinate some of 
these tactical automations by using 
other automations at the next level 
up. However, as you go higher up, 
you encounter greater abstraction 
and ambiguity. Humans are much 
better at dealing with that than 
machines. This will limit how far 
automation goes before human 
perspective and judgment take over 
higher order challenges.

Greater automation and AI 
assistance will give marketers 
more time and new tools to focus 
on customers, creativity  
& innovation 
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“

One of the biggest challenges that marketers will face in 
the next ten years is the battle against bias in the datasets 
they’re using. There are numerous recent examples of 
an AI/ML model being used and producing unintended 
consequences. This is a situation that will get worse before 
it gets better as marketers use off-the-shelf models without 
truly understanding their sources.

We really are still at the beginning of our journey towards 
using data creatively and currently have a heavy reliance 
on a few models built by a few large organizations. The 
use cases that marketers apply to these models have not 
previously been tested, and as such, are often supplied 
without warranty or liability for the consequences. This will 
fall to the marketer and the brand.

As a result, the next ten years will see an increasing focus 
on the sources of data, the models created around it, 
and the ethics surrounding the use of that data. Further 
regulation, beyond GDPR and CCPA, will extend into the 
use of these models. National governance often lags the 
capabilities of the technology.

Brands and marketers will be held responsible for the 
models being used and any bias within them. As a 
result, we need to increase the levels of data literacy 
and education in our teams — and be vigilant for the 
consequences.

There is a happier note though as we pass through these 
challenges: we are at the beginning of getting creative with 
data. There is so much to explore. Curious data people 
will drive new kinds of innovation and creativity that we’ve 
never seen before.

Di Mayze
Global Head of Data, WPP
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AI-AUGMENTED STRATEGY

Translating marketing strategy into 
automated big ops “programs” in 
such an environment will require 
expert human skill. And at the highest 
level, humans will continue to set 
overarching marketing strategy, 
synthesizing the myriad of the diverse 
inputs that go into its formation.

Marketers will complement the raw 
algorithmic horsepower of machine 
learning with strategic, contextual, 
and integrative thinking. Learning 
how to apply those talents effectively 
with a continuous wave of new 
technologies in the mix will be an 
important part of marketing career 
development moving forward.

C O M P L E X I T YS I M P L E C O M P L E X
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Machine learning tools will 
increasingly suggest insights, 
interpret context, and apply 
meaning, putting more information 
at a marketer’s fingertips with which 
to inform strategy and decisions. 
The sophistication of these tools on 
top of AI-based models will continue 
to widen in scope, giving marketers 
greater understanding of larger and 
more diverse sets of data. 

Improvements in AI
will automate more
decisions — and
recommend options 
for high stakes and 
/or high complexity 
decisions best 
left under human 
control
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Simulation will become increasingly 
common as a strategy tool, with 
marketers looking to understand 
different scenarios and gain insight 
into future actions. Presently 
marketers use variations of A/B 
testing and machine learning to 
experiment and optimize with real 
people (at some risk to an individual 
customer’s experience). In future 
we’ll use simulations with synthetic 
agents first, to test drive our brand 
and marketing creative, content, and 
communications. 

Simulations are more than predicting 
trend lines or goal oriented machine 
learning. With the increase in 
computing power, millions of 
scenarios can be simulated to 
provide directional insight into what 
might happen in the real world with 
increasing levels of granularity.

CREATIVITY & AI

There are other human talents 
that will continue to be central to 
marketing’s success beyond the 
realm of our machines. Broad-based 
creativity and imagination. Empathy 
with other humans for understanding 
and persuasion. Intuition from 
experience. Collaboration within 
the organization and across the 
boundaries of the firm with agencies, 
clients, and partners. The pursuit of 
meaning and purpose and effectively 
communicating it to others. Moral 
and ethical leadership.

The challenge for AI is that great 
marketing resonates with culture at 
a point in time. This isn’t something 
AI is good at, as culture is entangled 
with a lot of complex dynamics in 
psychology, society, and contextual 
human experience that are hard to 
represent holistically in data. It’s even 
hard for humans to do this!

Marketing as a craft and an art will 
continue, certainly throughout the 
2020s, continually evolving based on 
culture and communication mediums 
available. At the same time, however, 
AI will increase in its abilities to assist 
humans in the creative process, using 
machines as force multipliers for  
human talent.
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“

Creativity can fall into two categories: information-based 
and expression-based. 

Information-based creativity uses an existing corpus of 
information to draw new results, drawing value from doing 
something in a new way. For example, using electricity to 
close a car window, rather than a handle. This is also known 
as “design.” The animal kingdom is readily able to do this, 
e.g., using a tool in a new way.

It’s this form of creativity for which machines are best 
suited: given a starting point, test and learn — e.g., 
rearrange items on a web page — and draw a new 
conclusion.

Expression-based creativity is being able to think of 
something entirely new. This often stems from our lived 
experience, our culture and upbringing, influencing 
what and how we think about the world. This is also 
known as “art.” These are the elements that go into great 
marketing: having cultural context, having a viewpoint, 
smart observations, and being able to think freely. Further 
examples here are the next hit song, a smash TV series, the 
desire to go to Mars.

Machines struggle with this form of creativity. Perhaps one 
day they will achieve it, but not likely in the next ten years! 
So we’ll see lots of advancement on the design side of 
creativity, helping people to solve for the next iteration, 
based on large amounts of existing information, but relying 
on the human brain to provide the final spark.

Perry Nightingale
SVP Creative AI, WPP
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Example
Rules-based 
automation replies to a 
customer chat request

Example
AI detects a customer is having 
a problem and alerts a marketer 
who intervenes personally

Example
Marketer cuts-and-pastes a 
reply to a customer email

Example
Marketer has a 
one-to-one video chat 
with a customer
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Creative applications use AI today 
to perform basic tasks that would 
traditionally take time and skill for a 
human to execute, such as precisely 
cropping people and objects in 
photographs. AI doesn’t choose the 
subject or what to crop — or, more 
importantly, why. But AI makes the 
selection accurately, deftly blending 
and interpolating at the boundaries, 
and it does it near instantaneously. 
While this is a simple example, there 
will be hundreds of more AI use cases 
like this within the decade that every 
marketer will have at their fingertips.

“Compose an original uptempo 
music track for my 30-second 
commericial in a New York City techo 
style.”26 Or, “Turn this doodle into 
an Impressionist-style painting as a 
background for a poster graphic.”  27 

The prototypes of these capabilities 
are already available today.

It’s the creative arts parallel to “no 
code” development.

AI will also support the creative 
process with increasingly powerful 
search and analysis tools. “Show me 
all assets where Brand X appeared 
with a mountainous landscape and a 
lake in the foreground” is something 
a creative director might want to 
know. Yesterday, that was a difficult 
question to answer, requiring staff 
to laboriously hunt through files and 
directories. Today, search engines 
on DAM platforms make this much 
simpler, as AI automatically classifies 
objects and people in all creative 
assets. Tomorrow, image and video 
classification engines will enable even 
more novel and complex searches 

Different activities 
harness strengths 
of automation or 
our humanity — 
experiences that 
leverage both can 
seem “magical”

26  Jukebox from OpenAI, https://openai.com/blog/jukebox/
27  Neural Doodle, https://github.com/alexjc/neural-doodle

to be conducted on-the-fly. Further, 
AI computer vision will automatically 
confirm brand compliance as these 
assets are deployed in context in  
the wild.

So many marketing activities that 
have been expensive, inefficient, 
or impractical for humans to do 
manually will be made cheap, fast, 
and easy with AI-powered software 
— but still applied at the direction 
of marketers. Marketers will take 
advantage of these capabilities to 
free up more time to focus on their 
uniquely human contributions and to 
render ideas that were previously out 
of reach due to a lack of time, skill, or 
budget.

It will be the age of “augmented 
marketers.”
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AUGMENTED CUSTOMERS

But it’s not just marketers who will be 
augmented by machines. We believe 
this decade will see a significant 
explosion in software being used 
by consumers and B2B customers 
to give them greater control and 
leverage over their relationships with 
brands and vendors.

Price comparison apps such as 
Honey and coupon finders such as 
Shopular reduce the search costs for 
consumers to find the best deals. 
Crowdsourced review sites such as 
Yelp, Tripadvisor, and Angie’s List 
help them evaluate who they will buy 
from — not based on what marketers 
at those businesses say, but what 
other customers report. Such 
review sites are becoming a part of 
B2B buying as well, such as G2 for 
comparing software and services.

Yet even brands with the best deals 
and the best reviews can have their 
marketing deflected by consumer-
side software. One example of this 
has been ad blocking software, 
where hundreds of millions of 
users installed blockers on their 
computers and mobile devices28 that 
short-circuit even highly-targeted 
marketing campaigns.

Marketers will need to understand 
the technologies their customers are 
wielding so that they can successfully 
engage with them through their 
software-based assistants and 
gatekeepers. Marketing will be as 
much about “customer tech” as it is 
martech, as the interactions between 
companies and customers will be 
augmented by machines on both 
sides. Interplay between buyers’ and 
sellers’ software will be a source of 
new, complex risks and opportunities.

 28  Growth of the Blocked Web: 2020 PageFair Adblock Report, PageFair and Blockthrough 46
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 28  Growth of the Blocked Web: 2020 PageFair Adblock Report, PageFair and Blockthrough

Human-to-human: 

phone calls and video calls, one-
to-one emails and videos, in-store 
or at-event meetings, on-location 
visits, and live discussions via chat 
and messaging platforms (often 
as a hand-off from a bot). These 
modes of interaction between 
brands and customers will remain 
important, especially in services 
and relationship-driven businesses. 
But while humans will play the 
leading roles on both sides, software 
will play a significant supporting 
role too — orchestrating these 
interactions and providing decision 
support to both buyers and sellers. 
Sales representatives will be 
coached in real-time by AI-powered 
software making personalized 
recommendations and offering 
tailored sales enablement content. 
Meanwhile, customers will have their 
own AI-powered “advisors” helping 
them evaluate their options and 
negotiate for the best deal.

Human-to-machine: 

ecommerce and AI chatbots, where 
human buyers primarily interact with 
software on the seller’s side — the 
online store or bot conversation 
experience. Humans on the seller’s 
side play a supporting role in 
those interactions, by designing 
and managing these experiences 
and intervening when customers 
need assistance. But in this mode 
too, buyers will lean on their own 
software to optimize their purchases 
and increasingly oversee fulfillment 
and ongoing vendor relationship 
management.

Machine-to-machine: 

buyers will delegate purchasing to 
their own AI-powered agents at a 
high level, which will “negotiate” 
with software agents on the seller’s 
side through APIs or with an AI 
that scrapes and automates the 
seller’s human-facing interface. 
We can call this “bot commerce.” 
This will require a different kind of 
“experience” design and optimization 
by marketers. Instead of just UX (user 
experience) design for humans, it’s 
BX (bot experience) design for the 
variety of software agents interacting 
with a brand. Search engine 
optimization (SEO) is an example of 
this kind of marketing that plays to 
an audience of machines, as a way of 
reaching customers.

Three modes of buyer/seller interactions 
that will need to be architected in 
marketing and sales operations of digital 
business are:

47
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DATA = MACHINE-TO-
MACHINE MARKETING

Whether serving in leading or 
supporting roles, software on the 
buyer’s side will grow to wield 
enormous influence over business 
outcomes. Marketing to machines 
will be a key dimension of marketing 
operations in this decade. And how 
do you best market to machines? 
Through data. Publishing the right 
data, the richest and most useful 
data, that’s discoverable, timely, 
accurate, and available in the 
channels and formats they prefer. 
This is one of the missions of big ops.

Harmonizing the collaboration 
between humans and machines will 
be one of the most exciting and 
innovative aspects of marketing over 
these next ten years. It will introduce 
new complexity to marketing’s 
environment, but martech software 
will evolve to help manage that 
complexity. This period of constant 
innovation will also ensure there is 
no lack of opportunity for humans to 
add value in the continually shifting 
discipline of marketing.

The way machines will take your job 
in marketing is if you fail to keep up in 
learning how to use them.

Buyer Human Buyer Machine

HUMAN-TO- 
HUMAN
Sales & Service

LEADING ROLE
Enjoy the experiential 
and social dimensions 
of buying process. 
Collaborate with mul-
tiple participants in 
the buying decision. 
Tune in to subtle trust 
signals.

SUPPORTING ROLE
Research purchases: 
specs, prices, reviews, 
availability. Schedule  
appointments and en-
gage with human sellers 
via digital channels. 
Augmented memory.

HUMAN-TO- 
MACHINE
Ecommerce

LEADING ROLE
Explore products,  
services, and sellers 
through digital  
channels and  
experiences. Engage in 
social networks (public 
and private) as part of 
the buying experience.

SUPPORTING ROLE
Serve as buyer’s digital 
advisor: evaluate sellers, 
find alternative sellers 
and substitute  
products, track deals, 
monitor seller delivery 
and service perfor-
mance.

MACHINE-TO- 
MACHINE  
Bot Commerce

SUPPORTING ROLE
Configure buyer bots 
with parameters for 
pricing and prefer-
ences. Establish rules 
for “ethical buying” — 
seller characteristics 
that override price and 
availability.

LEADING ROLE
Find and evaluate 
sellers electronically, 
searching for best 
purchase options — 
on price, availability, 
reviews — and ethical 
buying rules. Computa-
tional buying

Seller Machine Seller Human

SUPPORTING ROLE
Leverage martech for 
personalized engage-
ment, recommenda-
tions, and revenue 
optimization. Use 
experiential technol-
ogy to deliver “wow” 
moments.

LEADING ROLE
Earn trust through help-
ful, personal engage-
ments with individual 
customers with empa-
thy and humor. Develop 
and nurture relation-
ships.

LEADING ROLE
Online store experi-
ences and commerce 
services via multiple 
channels (mobile, web, 
chat, voice assistant, 
in-app, TV, kiosks, 
etc.), personalized to 
buyers

SUPPORTING ROLE
Design differentiated 
and highly usable/ 
accessible digital  
buying experiences. 
Monitor buyer activity 
for signs of difficulty 
and be ready to step  
in to help.

LEADING ROLE
Be discoverable by 
buyer bots (SEO 
to BBO). Win bids 
through highly tuned 
data operations that 
calculate best compet-
itive offers. Computa-
tional selling.

SUPPORTING ROLE
Configure seller bots 
with parameters for 
competitive bidding. 
Monitor sales and per-
formance. Establish 
rules for “ethnical sell-
ing” to avoid algorith-
mic biases. 
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 28  Growth of the Blocked Web: 2020 PageFair Adblock 
Report, PageFair and Blockthrough

1. AI will not eliminate the need 
for humans in marketing in 
this decade. However, AI 
will shift the allocation of 
marketers’ time to higher-level 
work on strategy, innovation, 
creativity, collaboration, and 
deeper customer empathy and 
understanding.

2. Most AI applications in marketing 
will leverage machine learning 
with relatively narrowly 
defined models that are highly 
dependent on the data fed 
into them. It will be a human 
responsibility to oversee those 
models and the data sources 
they rely on.

3. Marketers will have to continually 
embrace and learn new AI-
powered tools that expand their 
capabilities. This harmonization 

KEY TAKEAWAYS: 
HARMONIZING HUMANS 
+ MACHINES

KEY ACTIONS / QUESTIONS FOR YOU

What data do you have in the organization that could benefit 
or gain insight from applying machine learning? Where can 
AI services be applied to gain further insights (e.g., vision, 
language, reasoning)?

Are you aware of where AI is already being used, either 
directly or in the tools you have? Where can you take 
advantage of the advances in the tools and models?

How are you educating your organization in the use and 
application of AI to support and enhance marketing? How are 
your people thinking creatively about the application of AI? 

of human strengths and talents 
with sophisticated software 
tools will usher in the era of the 
“augmented marketer.”

4. Marketers won’t be the only 
ones leveraging AI. The age of 
the “augmented customer” will 
change marketing dynamics, as 
consumers and business buyers 
adopt more and more advanced 
software to optimize their 
purchases and engagements 
with brands.

5. Increasingly, brands and 
agencies will implement 
strategies for marketing to 
machines — engaging with 
autonomous software agents 
operating on behalf of customers 
through data and APIs — to 
support “bot commerce.”

1

2

3
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 28  Growth of the Blocked Web: 2020 PageFair Adblock Report, PageFair and Blockthrough

Conclusion

The Age of the
Augmented 
Marketer
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Each of these five trends in marketing technology and operations on their own 
will have a significant impact on the practice and profession of marketing. But 
combined, they will transform our industry.

The common axis of that transformation will be the astounding power that 
individual marketers will have at their fingertips to create, experiment, analyze, 
and innovate like never before.

“No code” tools to build experiences and orchestrate front-stage/back-stage 
workflows. Platforms, networks, and marketplaces to harness incredible 
diversity of software and talent. Expanding ecosystems of integrated martech 
products and the ability to embed intelligence and interactivity into nearly 
every asset that marketing creates via The Great App Explosion. Exponential 
growth in digital reflexes, empowered by the shift from big data to big ops. 
And harmonizing humans and machines with ever more advanced AI assistants.

Augmented Marketer B I G  O P S
M A RT E C H  ( 2 0 3 0 )

M A RT EC H  ( 2 0 3 0 )

Marketer

O P S

Augmented Marketer

B I G  O P S
M A RT E C H  ( 2 0 3 0 )

M A RT EC H  ( 2 0 3 0 )

Marketer

O P S

It is the dawn of The Age of the 
Augmented Marketer.

Early in the previous decade, Internet 
pioneer Marc Andressen wrote an 
op-ed for The Wall Street Journal 
claiming that software was eating 
the world. 29 Indeed, software has 
permeated nearly every aspect of our 
lives and businesses.

The Age of the Augmented Marketer 
will see that software-eats-the-
world phenomenon grow by orders 
of magnitude. The total number of 
“apps” in the world — any digital 
product or capability, from giant 
platforms to tiny micro-apps and 
microservices — will grow by 1,000X 
or more.

Software won’t just assist marketers. 
Software will be the clay from which 
marketing is created.

29   The Wall Street Journal, “Why Software is Eating the World”, Marc Andreessen, August 20, 2011

It’s going to be an amazing decade in 
marketing: The Age of the Augmented 
Marketer.
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Software is the “star stuff” 30 within all five of these martech trends. And it’s 
through the fluidity of software connected in the cloud that they feed into 
one another, amplifying their effects. Yet above this panoply of software, 
marketers will remain firmly in control of their destiny and the outcomes of 
their work.

While rapidly advancing AI will accelerate or automate many tasks that 
marketers spend their time on today, we believe marketers will apply the 
time they recover toward more valuable pursuits — more meaningful time 
spent with customers, more creative experimentation, and more energy 
directed into business innovation.

By leveraging ever more sophisticated, AI-powered tools, augmented 
marketers will achieve new levels of creativity and productivity in crafting 
magical moments for customers.

It’s going to be an 
amazing decade in 
marketing: The Age 
of the Augmented 
Marketer.
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30  “The nitrogen in our DNA, the calcium in our teeth, the iron in our blood, the carbon in our apple pies 
were made in the interiors of collapsing stars. We are made of star stuff.”, Carl Sagan, Cosmos
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Predictions for 

2021 Marketing

Communications Trends



Introduction

Welcome.
Last year WVU Marketing Communications produced a piece

predicting the biggest marketing communications trends to

come in 2020 – before the year took a dramatic turn. In light

of many unforeseen events, the biggest trends of the year

drastically changed. COVID-19 and other events pushed

marketing communications professionals to test their

creative capabilities and ability to pivot, forever changing the

industry.  

After a highly engaging Integrate Online session with industry

experts*, WVU Marketing Communications presents

Predictions for 2021 Marketing Communications Trends.

*Visit integrate.wvu.edu to view the archived session of 

"Predicting Trends for an Unpredictable 2021."

https://integrate.wvu.edu/online/archive/predicting-trends-for-an-unpredictable-2021
https://integrate.wvu.edu/online/archive/predicting-trends-for-an-unpredictable-2021


Hybrid 
Experiences

Greater Flexibility 

Increased Reach and Attendance 

Reduced Execution and Travel Costs

Ability to Collect More Data

Moving into 2020, marketers predicted that it would be a year filled

with high-touch, in-person immersive experiences. However, in the

face of social distancing and health and safety guidelines, in-person

experiences were halted, postponed and pivoted to virtual

experiences.   

As we move into 2021, there is a potential for in-person events to

resume and return to “normal.” However, virtual events are not

expected to disappear. Virtual events have expanded the reach of

brands, increased accessibility and offered unique opportunities for

relationship building. Hybrid events, experiences that combine a

physical event with a virtual component, are expected to take over

the events landscape in 2021. These tactics will leverage the “best”

of 2020’s virtual events trend with consumer desire to return to

physical experiences.  

Benefits of Hybrid Events:



Culture-Driven
Marketing

Social Listening

Micro- and Nano-Influencer Marketing

Short Form Video Content 

Brand Ambassador Programs

In the past, pop-culture and trends were driven by brands and

marketers. These experts were the ones shifting conversations in

society and driving consumer behavior. However, as the use of social

media continues to rise and influencer culture takes over, the

audience is now the one setting the stage for marketing trends and

tactics.  

For example, platforms like TikTok have allowed for consumers to

create the biggest media trends. Anyone with a smartphone is now

able to create the next viral video or content piece in just 30-

seconds. Brands and marketers must keep up with what content

“ordinary” consumers are producing in order to stay relevant in the

media landscape.

Tactics to Consider:



Back to Basics:
Traditional Tactics 

Radio Spots

Catalogs 

Print Brochures

Direct Mail Campaigns

While the popularity of digital media and marketing tactics continues

to soar, it is important that brands remember the importance of a

media mix including “traditional” channels. Not all consumers have

the access, resources or interests. With budgets slashed by the

unforeseen events of 2020, brands should prioritize understanding

what channels their specific target audience is actually consuming. 

For example, many industry professionals are talking about how

consumers are “cutting the cord” and moving away from traditional

radio and TV consumption to streaming service, but this isn’t true for

all audiences. For brands targeting an older population, many of

these individuals are not consuming content from social media or

entertainment streaming services. Allocating restricted marketing

funds to digital resource would be a waste for this population when

they are still consuming radio, TV and print content.  

Tactics to Consider:



eCommerce and
Social Commerce 

Increased Ability to Collect Data

Improve Search Engine Rank

Create Brand Recognition

Improve Customer Service

Many social media sites are beginning to move towards adding

shopping capabilities to their platforms. For example, in July 2020,

Instagram began to roll out its new app design that highlights the

Instagram Shop feature. 

Consumers are reporting that they are likely to search for new

products on social media and are likely to explore new products

when they see them recommended by others on social media. By

allowing consumers to directly learn more about a product or

purchase it without moving to a different website, brands are able to

speed up the purchase decision process for consumers.

Benefits of eCommerce/Social Commerce:



https://marketingcommunications.wvu.edu/
https://www.instagram.com/wvuimc/
https://www.facebook.com/wvuimc
https://twitter.com/wvuimc?lang=en
https://www.linkedin.com/school/33273446/admin/notifications/all/
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The coronavirus pandemic has impacted every facet 
of our lives, from the dishes we craved at home to the 
home improvements we made to the beauty treatments 
we couldn’t live without. With 2020 being a year like no 
other, it’s no surprise that we’ll continue to feel the 
palpable impact of COVID-19 in our local communities 
and in the trends we expect to dominate the year ahead. 

With the help of our Yelp community that contributed 
more than 21 million new reviews over the past year, 
we are thrilled to release next year’s trend forecast, 
highlighting what’s shaping the world of food, beauty, 
travel, home and beyond.

Whether you’re looking for a new dish to try, hobby to 
take up, or inspiration for your next home renovation 
project, Yelp’s 2021 Trend Forecast has you covered.

In order to predict a whole year’s worth of trends, Yelp’s 
data science team used our review data to find words and 
phrases that were rising the most significantly between 
2019 and 2020, in a manner indicative of further growth, 
to help predict what Yelpers will be looking for and 
writing about in 2021. Finally, we consulted with Yelp 
Trend Expert Tara Lewis to zero in on the hottest trends 
for the year ahead.

https://blog.yelp.com/2019/09/meet-yelps-trend-expert-tara-lewis
https://blog.yelp.com/2019/09/meet-yelps-trend-expert-tara-lewis
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Black-owned
Yes         No

Values-Driven Spending

Supporting local businesses has always been core to the 
mission of Yelp and this year, we saw people use Yelp 
to find and support Black-owned, Latinx-owned and 
Women-owned businesses in unprecedented numbers. 
Searches for Black-owned businesses spiked 6,500% 
and mentions of women-owned businesses in reviews 
are up 114% since last summer*. 

Every day millions of people turn to Yelp when making a 
decision about what to do, where to shop and, of course, 
what to eat and Yelp makes it easy for consumers to 
support businesses that align with their values. 

In the year ahead, expect to see a continued shift to people shopping 
with their core values in mind.    

     • Open to All search rate is up over 15x
     • Veteran-Owned search rate is up 57%
     • Support Local search rate is up 209%
     • Black-Owned search rate is up about 25x
     • Women-Owned search rate is up about 50x
     • Latinx-Owned search rate is up more than 300x114%

6,500%

* From 6/18/2020 to 8/23/2020, we saw a 6,520% increase in search
   frequency for Black-owned businesses (and related terms) vs over 
   the same days last year; in the summer of 2020 ( June, July, August), 
   we saw a 114% increase in review mentions of women-owned 
   businesses vs the same months in 2019

https://blog.yelp.com/2018/07/opentoall
https://blog.yelp.com/2020/06/yelp-teams-up-with-my-black-receipt-to-support-black-owned-businesses
https://blog.yelp.com/2020/02/yelp-makes-it-easy-to-find-and-support-women-owned-businesses
https://blog.yelp.com/2020/09/yelp-partners-with-momento-latino-to-support-latinx-owned-businesses
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Digital Dining and Restaurant
Technology
From QR codes on menus to remote waitlists like Yelp 
Waitlist to curbside pickup, 2020 saw restaurants 
embrace new technologies to serve customers safely 
and adapt to new customer expectations. Digital dining 
is here to stay and we foresee new technologies enhancing 
the customer experience next year, like contactless pickup, 
to inform customers about COVID-19 health and safety measures. More than 160,000 
restaurants have added features on Yelp showing consumers at least one of 
contactless payment, contactless delivery, and curbside pickup.

Groceries
Restaurants thought outside of the box this year in many ways, including adapting their 
pantries into mini-grocery stores. Restaurants will continue to create unconventional 
takeout opportunities, letting customers “shop” from their supply for essentials like 
toilet paper and wine. (Mentions of ‘grocery stores’ in restaurant reviews rose 22%) 

Meal Kits and Catering To-Go
When local health and safety guidelines restricted traditional dining, restaurants 
re-invented the takeout game and moved to offer meal kits and catering to-go for 
customers. Meal kits, whether they’re heat-and-eat or creative specials, offer a fun 
alternative to typical takeout fare while supporting favorite local businesses. (The rate 
of review mentions of meal kits is up 60x)

The 5 Biggest Changes Coming to Restaurants

Despite facing the pressure to stay open and operational, restaurants are going above and beyond the new normal by creatively rethinking operations 
including their seating arrangements and menu offerings. Restaurants innovated by offering cocktails and wine to-go, and pivoted to operate as local 
grocery stores amid fast-moving local guidelines. In the year ahead, we expect that restaurants will continue to inspire us with their ability to adapt to 
the current environment without missing a beat.

New Takes on Takeout 
Long gone are the days where takeout meant ordering a pizza on the way home. 
With dining rooms closed for much of the year, consumers took #TakeoutTuesday  
to the next level and spiced things up with Indian and Thai food. Turmeric cocktails 
and drinks were a popular add-on for those looking to upgrade their takeout game. 
(Consumer interest in Thai food is up 15%; and while overall interest in both 
delivery and takeout surged, takeout’s growth from a year earlier 
in search interest was 71% greater than delivery)  

Gratitude
Mentions of gratitude and thankfulness in 
reviews peaked in April as many took a minute 
to express gratitude at the businesses that 
kept us fed amid this year of uncertainty. 
As Yelpers looked for ways to show their 
support for small business during a difficult 
year, the rate of mention of words of gratitude 
within reviews is up 32%, and the average 
rating among Elite users rose to 4.12 stars 
this year. In 2021, we expect Yelpers to continue 
to show their appreciation for the restaurant industry.

https://blog.yelp.com/2020/06/helping-local-businesses-reopen-during-covid-19-with-new-products-and-features
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8 Food Trends To Try Next Year 

As the go-to guide for all things local, people are constantly searching Yelp for the answer to the eternal question ‘What should I eat?’ This year, many 
of us flocked to familiar flavors as we sheltered in place but looking ahead to 2021, foodies will continue to discover the next great food and drink 
trends on Yelp. 

Birria

Birria is a juicy, spiced meat stew from the state of Jalisco, Mexico. This year, 
it made waves in the food truck scene and in the year ahead, we expect to 
see traditional birria tacos and spins like birria quesadillas, fondly called 
“quesabirria,” and birria pizza hit plates everywhere (The rate of review 
mentions of Birria is up 235%).

Hard Seltzer

Spiked seltzer had a huge 2019 and it 
continued its meteoric rise in 2020, with the 
rate of review mentions of hard seltzer up 
189%. Expect to see popular beer brands 
like Corona, Coors Light and Michelob Ultra 
get in on the hard seltzer trend next year.

Hot Honey

Whether you enjoy drizzling it over pizza, on 
waffles or in a favorite cocktail, hot honey 
provides a fresh spin on old favorite foods 
(The rate of review mentions of hot honey is 
up 48%).

Detroit-Style Pizza

Detroit-Style Pizza has gone 
national. With the popularity of 
restaurants like Brooklyn’s
Emmy Squared and Detroit’s own
Pie-Sci, this Sicilian pizza recipe 
with a Motor City twist is having 
a moment (The rate of review 
mentions of Detroit style pizza is 
up 52%).

52%

235% 189%

48%

https://blog.yelp.com/2019/06/long-live-the-spritz-yelp-unveils-2019s-biggest-summer-drinks
https://www.yelp.com/biz/emmy-squared-brooklyn-brooklyn-2
https://www.yelp.com/biz/emmy-squared-brooklyn-brooklyn-2
https://www.yelp.com/biz/pie-sci-detroit-3
https://www.yelp.com/biz/pie-sci-detroit-3
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8 Food Trends To Try Next Year 

Fried Chicken

The Japanese version is crispy and light as air. In Korea, it’s 
fried twice and brushed with sauce. Americans brine it in 
buttermilk and fry until golden brown. Korean fried 
chicken (The rate of review mentions up 26%) and 
Nashville hot chicken (up 60%) are poised to be must-order 
dishes in 2021.

Seafood Boils

Whether dining in or taking home, seafood boils proved to be a fun, 
hands-on dining experience for many this year. Restaurants like 
Angry Crab Shack are helping customers embrace the mess and we 
predict more people will don their bibs and gloves this year. (The rate 
of review mentions of Seafood boil is up 65%)

Boba

Boba, also known as bubble tea, is a year-round favorite drink. In 
the year ahead, flavors like brown sugar are emerging as a go-to for 
those in-the-know as well as fusion desserts like boba flan, popsicles 
and ice cream. (The rate of review mentions of Brown sugar boba is 
up 185%)

Japanese 
sandwiches
or “sandos”

Japanese sandwiches, 
fondly called “sandos,” 
have started to dominate 
menus and are making their 
way into our photo feeds. 
This year, expect katsu sandos 
to be everywhere. (The rate of review 
mentions of Sandos is up 97%)

97%

60% 65%

185%

https://blog.yelp.com/2019/12/the-top-10-food-trends-to-look-for-in-2020
https://www.yelp.com/biz/angry-crab-shack-mesa-7
https://www.yelp.com/biz_photos/katsu-sando-los-angeles?select=L8orVyFz8DyJXRJ-c0mQiQ
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5 Beauty Trends We Won’t Be Able to Avoid in 2021 

Despite the importance of brick and mortar locations to the beauty industry, we’ve seen that beauty businesses have been resilient, with many pivoting 
to offer virtual consultations, mobile salon treatments like manicures and waxing, and to-go hair color kits, as they work to stay in business and continue 
to provide valuable services to their customers. COVID-19’s impact will continue to be seen as safety and cleanliness remain top of mind for service 
providers and clients alike.

DIY and At-Home Fails
Coronavirus quarantines upended beauty 
routines this year. When salons shut down, 
some bravely attempted their own hair 
maintenance, resulting in botched bangs, 
bad bleaching and many at-home haircut 
fails. The rate of review mentions for
color-correcting was up 29% this year 
and we predict more hair fails in the year 
ahead as people continue to bravely 
attempt doing their own hair at home.

Acne Treatment
If you noticed an acne flare-up this year, you weren’t the only one. Irritation caused by face masks, 
poor dietary choices, increased screen time and elevated stress levels can lead to skin irritation and 
inflammation. Hormonal Acne and maskne were top searches and unfortunately, we expect the 
skin issue to continue into next year. (The rate of review mentions for hormonal acne is up 104%)

Melasma Treatments
Dark spots can be a sign of melasma, a mask-like pigmentation disorder, and blue light has been 
known to aggravate the condition. With people spending more time on devices this year, it ’s no 
surprise that Yelp users found themselves searching for help treating the condition. With many 
continuing to work-from-home, we predict many will seek help from local dermatologists to
manage the condition. (The rate of review mentions for melasma is up 58%)COVID-19 Safety Protocols

As salons reopened with new safety protocols, 
many salons adapted by offering services 
outdoors and offered new protocols like 
temperature checks, plexiglass dividers and 
digital check-in to maintain the health and safety 
of customers and employees alike. Safety 
protocols will remain a priority for many next 
year. Nearly 80,000 beauty businesses have 
adopted features on their Yelp business pages 
showing that they are taking safety measures to 
protect consumers against COVID-19.

The Rise of Zoom Face
Weeks of looking at ourselves on video-conferencing calls has taken a toll on the minds of many 
and concerns of “Zoom Face” are on the rise. Yelpers flocked to the platform to investigate elective, 
cosmetic procedures to help address their concerns like crow’s feet, jawline filler and nose jobs. 
Similarly, consumer interest in plastic surgery rose 20% as many take advantage of newfound 
time at home to help heal. Next year, we foresee more nip tuck transformations. 
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Tennis
For those looking for a sport that will allow you to social distance, tennis is proving 
to be a popular choice as it provides a full body workout, at a distance. (Consumer 
interest in tennis is up 14% and up even more so in big cities like Las Vegas, up 
59%, New Orleans, up 49%, and Savannah, up 43%) 

Social Biking
At a time when social activities are limited, biking groups provide a safe, socially 
distant and active way to connect with others. (Consumer interest in Bike shops is 
up 90%) 

Golf
Golf may seem like a complicated sport to learn but it’s also proving to be one of the 
more popular outdoor sports you can play. (Consumer interest in golf is up 37%)

Roller Skating
Roller-skating is back in a big way. Whether you were able to nab a pair of skates 
this summer or watched people enviously at your local rink, it was hard to ignore 
the ubiquity of roller skates this year. Roller skating and skateboarding will 
continue to be a popular way of expressing yourself and getting outside in 2021. 
(Consumer interest in skate parks is up 62%, and skate shops are up 50%.)

5 Trends To Keep You Entertained and Fit in the New Year

As Americans found themselves observing social distance guidelines in an effort to flatten the curve, many added new physically distant hobbies, 
parklets for their outdoor workouts, and silent discos to their exercise routines. From tennis to social biking clubs to the resurgence of the drive-in 
movie theater experience, Yelpers are getting creative with their free time.

Drive-in Movies 
Due to restrictions on large gatherings, many 
have turned to old school drive-in movie 
theaters as an option for safe, socially distant 
weekend plans. Drive-ins have been on the 
decline in recent years but looking ahead, 
these retro venues are proving to be a favorite 
to provide a relaxing night under the stars. 
(Consumer interest in drive-in movie theaters 
is up 233%)

This year’s pandemic also brought new concerns, 
with many deliberating whether to grow their 
families. The review mention rate for fertility 
and family planning is up 28%, suggesting 
that children are top of mind for many, whether 
they’re expanding their family soon or planning 
for the future. Many people also expanded their 
households in a different way; consumer interest 
in pet breeders was up 57%. 
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The Great Outdoors

From Acadia National Park to Yellowstone 
to Grand Teton, 2020 proved to be a year of 
embracing the great outdoors and spectacular 
nature. Next year, expect the trend to continue 
as Yelpers check more public parks off their 
bucket lists as well try services like Hipcamp to 
book unique outdoor stays. (Consumer interest 
for RV dealers is up 17% and the rate of review 
mentions for state parks is up 85%.) 

3 Travel Trends to Book ASAP

Amid shelter-in-place and social distance guidelines, many people were able to discover their own backyards and embraced #lakelife. Consumer 
interest in boat dealers was up 33%, and boat charters was up 26%. For those who were looking for a change in scenery, travelling responsibly 
was top of mind. For some travelers, state parks and a return to the great outdoors was of utmost importance. For others, discovering local wine 
countries was paramount.

Wine Country

Though bachelorette weekends in wine country were 
out of the picture for many this year, wine country 
was still top of mind for Yelpers as they planned 
getaways. Local wine experiences and tourism were 
up in places like Seattle (consumer interest is up 
39%), Dallas (up 25%) and DC (up 28%).

Glamping 

Glamping was one of the biggest 
travel trends of 2020, providing 
an easy way for those who 
need to scratch their travel 
itch, discover new 
destinations and remain 
socially-distant. The 
emergence of modern 
cabin and cottage rentals, 
like Getaway, are sure to 
make the great outdoor 
adventure a popular choice 
in 2021 as well. (The rate of 
review mentions of glamping 
is up 73%.)

https://www.yelp.com/biz/acadia-national-park-bar-harbor
https://www.yelp.com/biz/yellowstone-national-park-yellowstone-national-park-2
https://www.yelp.com/biz/grand-teton-national-park-moose-3
https://blog.yelp.com/2020/08/yelp-names-top-glamping-destinations-of-2020
https://blog.yelp.com/2020/08/yelp-names-top-glamping-destinations-of-2020
https://getaway.house/
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What trends are you excited to try in 2021?
Tell us on Twitter, Facebook, and Instagram @yelp!

Methodological note 

Review mention rate is calculated as the rate of mention of a trend per million words in recommended U.S. reviews. 
Consumer interest is measured by a category’s share of U.S. page views, reviews, and photos in the relevant root category. 

Search interest is the share of U.S. search queries in the relevant root category that are for a trend. To compute year-over-year 
change, all measures were calculated from Jan. 1 through Oct. 27 in 2020, then compared to the same dates in 2019.
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