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INTRODUCTION

Scope

= \With widespread quarantine and lockdown measures across the globe,
traditional consumer markets have largely come to a standstill. Consumers are
stuck at home and companies are being forced to reinvent business models
and diversify sales and advertising channels to reach them. This report
focuses on ways in which companies can adapt and innovate to survive this
difficult period.

» Forecast and scenario closing date: 27 April 2020 (the last update of data in
the analytics tools)

= Report closing date: 1 May 2020 (the date the report writing stopped)

= Discussions with and feedback from our clients are a vital part of all of our
research at Euromonitor International. We welcome the chance to continue the
conversation — full contact information for the author(s) can be found at the end
of this report.

Disclaimer

Much of the information in this
briefing is of a statistical nature and,
while every attempt has been made
to ensure accuracy and reliability,
Euromonitor International cannot be
held responsible for omissions or
€errors.

Figures in tables and analyses are
calculated from unrounded data and
may not sum. Analyses found in the
briefings may not totally reflect the
companies’ opinions, reader
discretion is advised.

Many consumers worldwide
have been in enforced lockdown
due to the Coronavirus (COVID-
19) outbreak, while many will
continue to remain cautious and
home-bound even after the
quarantine period is lifted. How
can businesses reach stay-at-
home consumers in these
turbulent times? This report
analyses how businesses can
pivot business models —
through strategies such as
digitisation, restructuring
pricing and new delivery
methods — to survive and even
strengthen during the pandemic
crisis.
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INTRODUCTION

Key findings

Acceleration of home
cocooning trends

Digital diversification is a
necessity

Collaborations in social
media and livestreaming

Sensitive marketing

Companies must be
prepared to pivot

With many consumers stuck at home during the COVID-19 lockdowns
worldwide, consumers are redefining and adapting their daily routines. This is
further reinforcing many of the pre-COVID-19 trends towards “hometainment”
and digital experiences.

Digital channels are essential for companies to reach at-home consumers.
Engaging effectively with consumers demands new approaches, including new
sales channels, new content-development strategies and much smarter and
targeted marketing techniques. Global e-commerce retail value reached USD2
trillion in 2019.

With in-store experiences severely limited, brands and manufacturers have to
create strong tie-ins with social networks and livestreaming services in order to
engage audiences and recreate a real-time shopping atmosphere.

Throughout the pandemic period, companies must market carefully and
sensitively. A hard sell is unlikely to be appreciated at the moment. Campaign
strategies need to be rethought and retargeted. Global online adspend
reached USD292 billion in 2019.

Companies across multiple segments are facing the need to reinvent their
business models to survive. During this difficult period, firms must be willing to
adapt and innovate rapidly or face being squeezed out of the market by
nimbler, more agile competitors.



http://www.euromonitor.com/
http://www.euromonitor.com/

0~ Passport

INTRODUCTION

DIGITAL DIVERSIFICATION
NEW BUSINESS MODELS
CONCLUSION




DIGITAL DIVERSIFICATION

Digital or decline: Embracing or improving online channels is key

Global Broadband Internet and = An almost global lockdown as a result of the pandemic has
Smartphone Household forced billions of consumers into their homes, with many now
Penetration 2014-2019 entirely reliant on the internet for social contact, leisure,

entertainment, shopping, fithess and much more.

2019 = Growth in internet usage throughout the pandemic has

spiked, with services globally reporting record levels of digital
engagement. For example, Netflix announced it attracted 16
million new paying subscribers to its service in the first three
months of 2020, Instagram Live reported a 70% increase in
usage as of mid-April compared to pre-COVID-19 levels,
while game-streaming platform Twitch saw a 31% jump in
viewership in March.

2018

2017

= This shift means that a digital presence is now essential for
almost any business reliant on consumer sales and services.
Furthermore, it should be seen as a longer-term opportunity
for brands to elevate their omnichannel technologies, not just
to push digital sales but also to create platforms and
communities for product discovery, advice and sharing at a
time of heightened uncertainty, insecurity and anxiety.

2016

2015

2014

= Driving one-on-one digital conversations could prove a
crucial factor in sustaining brand loyalty and sales, especially

% ofhouseholds in more vulnerable categories.
m Smartphone mBroadband Internet

0.0 40.0 80.0

Source: Euromonitor International from national statistics
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DIGITAL DIVERSIFICATION

Piggyback on more effective sales channels

= The impact of COVID-19 was sudden and caught most
businesses unawares. Many companies have been left without
existing and effective mechanisms to deliver and market goods to
consumers in lockdown. Developing an entirely new delivery
infrastructure is not only costly but, in many cases, unrealistic due
to the regulatory restrictions imposed by most governments. The
short-term solution is to piggyback on existing networks to
maximise reach and logistics.

= This is what IKEA did in China. The company started selling
around 4,000 of its 9,500 products on popular local marketplace
Tmall in March, complementing IKEA’s 30 big box stores and
online store phone app, which allows consumers to shop directly.
Tmall offers the unparalleled advantage of millions of active
users, alongside reliability, while acting as a conduit for foreign
brands to market and service Chinese shoppers, who prefer to
shop at multi-brand internet retailers.

= Similarly, Alibaba Group’s livestreaming shopping platform,
Taobao Live, has been used as a way to connect to consumers
online. Easyhome Furnishing Chain Store, one of China’s biggest
home improvement and home furnishing retailers, has used
livestreaming by its staff from 232 of its stores nationwide to
broadcast nearly 5,000 online sessions to its consumers,
enabling a more dynamic and interactive mode of shopping.

IKEA (China) Investment Co Ltd
Company Sales of Home and Garden 2010-2019
Million USD - Current - Retail Value RSP
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DIGITAL DIVERSIFICATION

Smarter digital marketing: programmatic, sensitive ads

= In an example of responsible yet CQ
effective advertising, US direct-
to-consumer mattress
manufacturer Casper used
powerful social messaging with
its own product relevancy to
reach consumers.

Staying in
has always been

Now, it's our
responsibility.

Stay in bed.
Stay home.

our favorite hobby.

Global Online Adspend 2014-2019

2019
2018
2017
2016
2015
2014

0 150 300
USD billien

Source: Euromonitor International from World Association of Newspapers

» Pivoting to new advertising models will be a game-
changer throughout the COVID-19 crisis. Newly
entrenched consumer habits require a different
approach. Marketers will benefit by moving towards
cheaper and more flexible channels such
as programmatic advertising — a way to
automatically buy and optimise digital campaigns —
where consumer presence and available
impressions are increasing.

» But marketers must also be highly conscious of
tone in advertising strategies. Sensitivity is key. For
example, advertising tours to Italy during the crisis
is not likely to play well.

= Likewise, the current landscape is not one that is
friendly to the hard sell. Brands can do long-term
damage by trying to push their products too hard or
oversaturating consumers with ads. The “we're in it
together” message is much more potent than a
general consumerist, buy-at-all-costs approach.

= Global online adspend reached USD292 billion in
2019, with growth of 130% in real terms since
2014.
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Source: Euromonitor International from World Association of Newspapers
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NEW BUSINESS MODELS

Agility and innovation in changing business models

» Lockdown and quarantine measures globally have

_ decimated many long-standing business models,

Be agile Innovate especially those reliant on consumers going out of their
home to purchase products and services.

= As a result, companies across multiple segments are
facing the need to change business models to survive.
Re-evaluate Reconsider sales During this difficult period, firms must be willing to adapt
pricing channels and innovate rapidly or face being squeezed out of the
market by nimbler, more agile competitors.

= However, although the impact of the pandemic and the
expected global recession will certainly create
Adapt quickly significant damage in terms of household purchasing
power, changing business models may actually
strengthen businesses and provide alternative revenue-
generating potential that would not have been created
otherwise. The longer the pandemic goes on, the more
likely that consumer behavioural changes become
entrenched and long-lasting.

= AiImost every business has the potential to continue
functioning and even growing during the quarantine
period and the immediate aftermath (when consumers
will remain cautious about leaving their homes) if it
takes appropriate measures quickly.

Reuse existing

resources

Less is more;
Don'’t hesitate quality over
quantity

Re-evaluate Keep operations
delivery methods streamlined
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NEW BUSINESS MODELS

Radical business pivots can ensure survival

= Some companies have found their business models redundant as a result of the COVID-19 outbreak, with
demand for face-to-face services, non-essential goods and leisure providers in short supply.

= However, although consumers have been forced indoors, this has not necessarily decreased consumer
desire for the goods and services they were accustomed to accessing in a pre-pandemic world. Pivot-ready
companies have therefore launched new ways of delivering their products that are not just side-
projects, added features or charitable initiatives but part of a fight for survival in the face of major disruption
to their business model. An additional factor is the growing desire among consumers to see companies
placing purpose over profit, with such companies being rewarded by greater consumer loyalty and demand.
As a result, companies are shifting from suitability-based models to purpose-driven ones.

Business model pivot examples

= UK marketplace for booking musicians Encore has pivoted to become a marketplace for recorded musical
messages.

= German organiser of art workshop events ArtNight has transformed into an edtech platform, offering online
video tutorials and delivering painting kits to customers’ doorsteps.

» UK manufacturer of goods for electric vehicles EO Charging has switched to creating online lessons for
children on sustainability and energy in partnership with three other firms.

EnCO re  VARTNiGHT eo

CHARGING
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Relinquish “command and control” culture

* For many companies, the most basic change of
business models is the mass movement of office
staff to remote work at home. This is paramount if
staff are to remain productive, healthy and happy
during the pandemic.

= Companies need to institute a very flexible work-
from-home policy, encouraging workers to do their

best to keep the workflow up while not in the office.

This is not a technological hurdle today, but for

many companies it is a significant cultural obstacle.

= Making this move efficiently and quickly is
especially paramount if further waves of infections
were to occur across the remainder of 2020 and
home-office situations will have to become long-
term policies.

= However, there are some upsides to implementing
remote conditions for staff. These include flexibility
of operations, resolution of technical and security
firewalls to enable workers to be productive away
from the office, and cheaper rents on commercial
property.

Freelance / gig services soar

= The recessionary impact of COVID-19 has
certainly curtailed job opportunities and led to
major layoffs worldwide. As a result, the number of
professionals turning to freelance work during the
COVID-19 lockdown has risen rapidly globally.
Many freelance marketplaces have experienced an
unprecedented rise in demand for ad-hoc work,
while demand for talent in specific areas has also
risen as businesses battle to forge a way out of the
lockdown without access to their furloughed staff.

» PeoplePerHour.com, a leading UK-based
freelance service, recorded 100,000 new sign-ups
in March 2020. The site saw a 500% surge in the
number of firms seeking freelance support for
enterprise resource planning, while demand for
media planning and brand development creatives
surged by 400% and 200%, respectively, between
February and March.

» UK jobless claims jumped by 70% in April 2020,
rising to more than two million.
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CONCLUSION

Diversify digital channels, content and marketing

T T T

* Many companies have  With large numbers of * Pivoting to new advertising

been left without existing
and effective mechanisms
to deliver and market
goods to consumers in
lockdown. Developing an
entirely new delivery
infrastructure is not only
costly but, in many cases,
unrealistic due to the
regulatory restrictions
imposed by most
governments. The short-
term solution is to
piggyback on existing
networks to maximise
reach and logistics.

customers under
lockdowns and/or facing
uncertain financial
circumstances, engaging
effectively with consumers

demands new approaches.

This is especially true for
retailers reliant on physical
goods that may not be
able to sustain deliveries
due to logistical
challenges.

Keeping audiences
engaged on a branded site
can be a long-term play for
when economic activities
resume and consumers
are more purchase-ready.

models will be a game-
changer during the
COVID-19 crisis. Newly
entrenched consumer
habits require a different
approach.

Marketers will benefit by
moving towards cheaper
and more flexible channels
such as programmatic
advertising — a way to
automatically buy

and optimise digital
campaigns — where
consumer presence and
available impressions are
increasing.
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Agility and innovation vital in successful pivot

Adapt <

Price smartly <

Collaborate <

» Companies across multiple segments are facing the need to
change their business models to survive. During this difficult
period, firms must be willing to adapt and innovate rapidly or face
being squeezed out of the market by nimbler, more agile
competitors.

» With consumer purchasing power hit hard by locked-down
economies worldwide and an expected global recession in 2020,
companies should be taking a proactive approach to keeping their
customers by lowering prices or providing alternative incentives.

* This is particularly relevant for subscription-based businesses,
which are among the first to be discarded as clients look to
cheaper alternatives.

* Pivoting to a new business model completely in-house will likely be
a logistical challenge during the pandemic period. Collaboration
with businesses that are more operation-ready is important for a
successful pivot.

 Outside-the-box thinking is critical throughout the crisis. Going for
the most obvious collaborations is not always the most
advantageous move. Content and sales partners will be vital in
helping brands reach users.
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ABOUT OUR ANALYTIC CAPABILITIES

About Euromonitor International and Passport

Euromonitor International is a global market research company providing
strategic intelligence on industries, companies, economies and consumers
around the world. Comprehensive international coverage and insights across
consumer goods, business-to-business and service industries make our
research an essential resource for businesses of all sizes.

Our global market research database, Passport, provides strategic intelligence
on consumer goods. It offers shared access to all of our internationally
comparable statistics, analysis and datagraphics. Passport connects market
research to your company goals and annual planning, analysing market
content, competitor insight and future trends impacting businesses globally.
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