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ABSTRACT
20
2020 has been a tumultuous year, to say the very least.
The CPG industry was undergoing gradual change in terms of increased emphasis on digital
transformation, innovations keeping in line with growing awareness about sustainability, judicious
resource usage and climate change. The far-reaching impact of COVID-19 pandemic further changed
consumer behavior drastically. While home and personal care industries saw a steep hike in purchase of
hygiene and sanitization products, (along with stockpiling of essentials such as toilet paper),
non-essentials like apparel and footwear struggled with an unforeseen, abrupt drop in sales. With the
burgeoning of work-from-home set-ups, new decision makers emerged, and place of purchase
changed, creating a need to reforecast product demand and distribution patterns.
The growing e-commerce adoption and the health and safety concerns inﬂuencing consumer behavior
in the months to come, the effects of 2020 will extend into and affect market innovation in 2021 as
companies tweak and alter their traditional practices and product formulations to ensure survival and
sustenance. There is also a rising awareness for sustainable production, manufacturing and
consumption processes and AI and ML models are key factors determining the successful
implementation of these efforts.
Furthermore, the transformation of CPG-customers relations beyond traditional set-ups, also
necessitates a transformation of existing delivery systems, pricing processes, product innovation and
more. Existing analytical solutions warrant data variety and diversiﬁcation to keep up with market
changes and steer ahead of competition.
Through the course of this report, we address the overall market impact and change to consumer
behavior in 2020, delve into what these changes imply for each sector under the CPG industry and
suggest the best ways in which companies can prepare for 2021 by leveraging customized data-driven,
analytically sound technologies and operational practices.
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Chapter 1- Introduction:

2021 TRENDS - CPG INDUSTRY:
AN OVERVIEW
The CPG marketspace is undergoing radical change with increasing emphasis on digitization,
personalized services, direct-to-consumer relations, displaying sustainability and bolstering corporate
social responsibilities. In an already ﬁercely competitive marketspace, customer trends were signiﬁcantly
altered through the COVID-19 pandemic. Here is a quick overview of the impact on pandemic disruption
across industries:

COVID-19 Market Impact

Change in consumer behavior
given the health concerns, need for
distancing, constant sanitization

Change in economy- change in
travel restrictions, policies,
employment ﬂuctuations, etc.

Therefore, apart from the pre-pandemic change trajectory in the CPG industry, the pandemic induced
purchase re-prioritization. The focus shifted to health concerns, compliance to safety norms, economic
and travel restrictions, etc., consequently accelerating change within the industry. From innovating
products that align with the changes to consumer priority, to catalyzing digital transformation and swift
e-commerce adoption, markets went through a sea of change in 2020, altering consumer behavior
accordingly.
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Change in Consumer Behavior
Timeline of Change in Consumer Behaviour
Health-concern driven stock piling or panic buying
Surviving & sustaining the lockdown/quaratine
A semblance of getting back to traditional buying behaviour
Post-COVID practices

Pandemic disruption
Restrictions to ensure safety & health
Easing restriction, but limited return to normalcy
Complete return to normalcy

The early days of the pandemic outbreak saw consumers stock piling or panic buying – especially
sanitizers, tissue rolls, and other essential items. Once the lockdown and quarantine phase set in,
ﬁnancially stable consumers spent on self-care, pampering items, etc., when it came to non-essentials,
whereas consumers who were ﬁscally hit by the pandemic, stuck to buying essentials, often online, given
the need for social distancing.
As the practices brought about by the COVID-19 pandemic scenario (social distancing, reduced social
interaction, physical shopping, etc.,) ease out with the decline of the pandemic, consumers are touted to
go back to a semblance of traditional buying behavior – shopping at stores, buying groceries at the
supermarket, and so on and so forth, but this transition will be gradual and extremely limited at the start.
With the outbreak still unresolved, citizens’ priority would be to remain healthy and safe. Once everything
is back to ‘normal’ economically and socially, then ‘normal’ consumer behavior will make a return.
Needless to say, there will be increased precaution and focus on health in the future as well.
Through the course of this report we look at how changes in the marketspace and consumer behavior
have impacted different CPG industry categories in 2020, and the consequent trends to be expected in
2021, so businesses can plan better for the road ahead.
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Chapter 2:

OVERALL INDUSTRY WISE
IMPACT
FOOD
• Online grocery sales

• Ability to forecast oscillatory demand

• Purchase of ready to eat products

• Sufﬁcient stocks in the event of unforeseen
demand

• Purchase of indulgence items because of
inability to step out/ dine out often

• Supply chain efﬁciency & resilience

• Turnaround time due to factory ﬂoor/shop
ﬂoor sanitization

HOME CARE & PERSONAL CARE

Online sales
• Hygiene & cleaning products - masks, hand
sanitizer, disinfectants
• Self-care products
• More competition/ suppliers/manufacturers
of hygiene products

• Labour availability
• Raw materials
• Supply chain disruption
• Manufacturing capacity
• Production efﬁciency due to central
sourcing processes

• Stocking up
• DIY/Assemble Yourself products

APPAREL

• Purchase of leisurewear

• Retail sales

• E-commerce

• Ability to sell/stockpile merchandise

• Digital store transformation

• Consumption

• Supply chain costs

• Demand for luxury Items

• Personalized attire

• Dynamic inventory levels
• New fashion trends
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FOOTWEAR

• Unsold stocks

• Consumer sentiment

• Supply chain costs

• Raw materials
• Labor availability
• Sales of footwear
• Average selling price
• Footfalls at store

BEAUTY

• Online sales

• In store sales

• Promotions/offers

• Drugstore/grocery/supermarket beauty
section sales

• Clearance sales
• Self-care/pampering products sales - hair
care, skin care, bath products, aromatherapy
products

• Labor availability for e-sales logistics

• DIY beauty & grooming kits sales
• Online consultations
• Safe-beauty products
• Supply chain disruption due to reliance on
singular manufacturing units

BEVERAGES

• Bulk buying
• Making online sales/ home delivery
accessible

• Enormous liquor/beverage sales at
restaurants
• Overall demand

• Rise in price
• Logistics challenges
• Health concerns, teetotalers
• Demand for alcohol-free drinks
• Luxury food & craft purchased by those
unaffected ﬁnancially healthy juices to
boost immune system
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DOLLS, TOYS & GAMES INDUSTRY

• Digital releases of movies to trigger movie
merchandise purchase online
• Kid-driven sales
• Unique, expensive items bought for children
by parents and grandparents to get through
difﬁcult times such as the COVID-19
pandemic

• Movies to support merchandise
• Foot trafﬁc in retail stores
• SKUs of products, retain some for the future
• Prices

• Educational games
• Family games
• Clearance sales
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Chapter 3:

TREND SPOTTING
Trend 1: Health & nutrition become a focal point, especially because of the pandemic
1

With more and more focus on staying healthy and eating nutritious, immune-boosting food, rise of
functional food is anticipated to remain the focal point, this year as well, at grocery stores and food aisles.
With the Work-from-home scenario expected to continue into 2021, and many companies looking to
adopt hybrid work-from-home + Ofﬁce set-ups, everyday essentials and breakfast foods are expected to
get revamped and reimagined as folks navigate towards getting creative with conventional food.
From recreating baby food to include more ingredients, to creating new ways to consume coffee (think
granola bars, yogurt, etc.) to innovating new alternatives to oil in cooking to ensuring that food yield is
utilized to the optimum capacity with zero wastage, this year will be deﬁned by new innovation in CPG
food industry – the recent boom of companies experimenting with chickpea ﬂour is an example of one
such effort.
While snacking and comfort food consumption will continue, there is growing concern to stay healthy.
Many CPG companies have begun experimenting with sugar substitutes, keto-based diet supplements,
plant based-probiotic drinks, etc., to cater to the consumer spike-in health consciousness.
Moreover, there is a new decision maker when it comes to CPG food & beverage spending.
The work environment is no longer the focal driving point of food consumption – decisions revolve
around family set-ups instead. And this is bound to change food/product consumption trends and
demand. Therefore, ﬁrms must rebuild traditional analytical models to account for these changes and
their subsequent ripple effect shifts in consumer preferences. One straightforward impact of such a shift
would be in terms of product consumption quantities.
Product consumption quantities change in terms of the return to work vs the continuation of working
from home – the occasion for which and the location where food items and beverages are bought,
change. For instance, buying smaller ﬁzzy drinks with every meal when at the ofﬁce or when going to a
restaurant, will reduce as work from home setups continue. Consumers will look at purchasing larger
quantities that can be refrigerated and consumed at their convenience – this proves more economical
for them.
Therefore, ﬁrms must forecast product size distribution and parallelly anticipate packaging needs as
well. They must look at investing in enabling real-time data-driven supply chain efﬁciency.
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This trend also stands true for the home and personal care industry. Home care and personal care was at
the forefront of consumer purchase more than ever in the past year. With the pandemic necessitating
hygiene to curb spread of COVID-19 and folks asked to remain at home to avoid large numbers of public
gatherings, the home care and personal care industry witnessed a concentrated surge in demand,
especially for cleanliness and hygiene products.
In the US, cleaning product sales increased early in March 2020 and sales of aerosol disinfectants
speciﬁcally increased by almost 400% when compared to the same period in 2019.1
While these trends might likely mellow down once the pandemic is resolved and might not be a
purchase trend that sustains post 2021, the stock-outs and severe supply chain disruption created
through volatile market demand ﬂuctuations highlighted the need for data-driven manufacturing. One
important aspect to note is that until there is a complete return to normal ofﬁce working environments,
it will be a while before cleanliness/ sanitization products are used by big ofﬁce spaces given that
attendance of employees would be signiﬁcantly reduced when compared to pre-pandemic times.
Therefore, distribution patterns need to be re-forecasted and supply chains need to be prepared to
align with the subsequent changes.
Existing machine learning models forecast demand and distribution based on historical market trends
and patterns and these predictions remained accurate until the market scenario was completely
transformed over the last year. The dependability of these models will have to remain under scrutiny as
data collected during a pandemic is highly oscillatory and might not even align with newer, long-term
patterns that arise whenever the next normal is achieved.
Rather than reassessing, evaluating and revamping all existing models, companies must identify the
models that they will actually require when transitioning from the current normal to the next new
normal. It is important to ﬁnd out which existing analytical systems might prove problematic and lack
stability, and which ones can they continue to rely upon. Firms need to take a closer look at the
assumptions and theories with which the model was initially built, the different data sources used and
the sources that do not remain relevant anymore. The focus should be on making models ﬂexible
enough to incorporate the numerous market ﬂuctuations brought about by unforeseen, pandemic-like
scenarios, and identify the assumptions hampering with model performance.
Firms need to collect more varied data and process it more often than before. Firms must expand
existing data sources and bolster real-time analysis and risk mitigation efforts.

1
https://www.statista.com/statistics/1104333/cleaning-pr
oduct-sales-growth-from-coronavirus-us/
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Trend 2: Sustainability, climate change awareness and judicious resource utilization drive
product innovation
World over there is a growing afﬁnity towards sustainable production, manufacturing and
consumption processes as there is growing awareness about climate change and the depleting supply
of resources.
For instance, some CPG companies are looking at innovating and upcycling ingredients that usually go
to waste to either be repurposed to fuel the process that helps produce, transport or prepare the
ingredient.
Jam made with bacon scraps or granola bars made from spent brewing grams, are just some examples
of ongoing experimentation. These efforts are signiﬁcant because setting up upcycling practices can
help reduce “more than 70 billion tons of greenhouse gases generated by food loss and waste, while
creating new jobs and innovative products.”2 Plant-based meat, protein, and jerky varieties and
innovations are expected to expand and increase manifold over the coming days as the focus on
sustainability and the need to care for the environment increases.
Similarly, like in all other industries, in the apparel industry there is increasing awareness about the
decline of resources and the negative impact on the environment due to reckless industry practices. A
well-known fashion shopping app observed “a 37% increase in searches for sustainability-related
keywords in 2020 year-to-date, with average monthly searches topping 32,000, up from 27,000 in 2019,”3
reﬂecting that consumers are putting in effort to research brands and ﬁgure out the one that best suits
their quest for responsible business practices.
As this trend drives product innovation in the CPG industry, across functions, be it in terms of regulating
water being used for apparel production, or creating sustainable eco-friendly packaging options,
companies must be in a position to identify which sustainability initiative to invest in to be
environmentally responsible, cater to consumer needs and maximize ROI, with minimal disruption to
supply chain.
And it need not necessarily be viewed only from the lens of product innovation. When leveraged
efﬁciently, sustainability analytics can enable effective reduction of operational costs, and prepares for
any resource shortages or stockouts that may occur, therefore becoming a key determinant of
preempting risks.
To identify the initiatives that are easiest to implement and have optimum ROI potential, companies
must look at real time or near real time sustainability analysis of available data on the current resource
usage, and relevant market alternatives, etc. Another vast data mine for these efforts would be the
operational data leveraged through IoT. For instance, leveraging data from IoT sensors that track supply
chain movement can help companies go a long way in promoting sustainability. It will help reduce fuel
resource utilization, energy utilization and help reduce the overall carbon footprint of existing processes.
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Steps like these can go a long way in kickstarting sustainability
initiatives, rather than directly starting off with product innovation.
Yet another big factor to understand sustainability lies in analyzing
non-sustainability data – this can include production logs,
operating hours/ facility working hours, and other data about
weather, newest economic policy, etc.
In all, what companies must work towards is gathering enough
amount of data that when modelled on can improve operational
efﬁciency, proﬁtability, industry competitiveness, and enable
efﬁcient resource utilization.

https://www.forbes.com/sites/robindschatz/2020/05/1
9/how-upcycled-ingredients-can-help-reduce-the-94

2

https://www.cbinsights.com/research/fashion-tech-fut
ure-trends/

3
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Trend 3: End-to-End holistic customer experience enablement
Enabling holistic end-to-end consumer experience continues to remain the focus for companies across
CPG industries. As more and more tools and technologies lend to radically transform shopping
experiences, understanding which tool to direct investments into can prove to be a daunting task.
As the work-from-home scenario continues and professionals who tend to be pressed for time, given the
increasingly competitive work environments, wish to shop from the comfort of their homes, the
e-commerce industry will continue to grow. Firms must look at transitioning to e-commerce setups that
help them make the most of physical and e-shopping opportunities.
One technology that many companies are investing in (or have invested in on an earlier occasion), that is
proving apt for shopping when staying in, is AR/VR. By creating AR and VR-driven online store presences,
companies can create more holistic shopping experiences that allow consumers to ‘browse through
aisles’ and ‘try apparel/footwear/makeup on.’ In this regard, setting up AR-powered simulations on
mobile phone applications, or on websites, can help customers ‘try on’ products from the comfort of
their homes without having to go to the store. Companies can also arrange for personal, online
consultations using a mobile application.
However, ﬁrms must assess how effective the returns of such efforts will be. Creating extensive
product segmentation would be one way to gauge which products warrant investing and have the
potential to drive optimal ROI.
In enabling end-to-end holistic consumer experience, personalization will continue to remain the key
focus area, be it in terms of product recommendation, product design or promotions and loyalty
programs. Companies must employ data-driven analyses to identify personalization services most suited
for their consumers, extensively segment customers based on historical purchase behavior and create
targeted marketing campaigns that are tailor-made for customers.
In the toys, dolls and gaming industry, for instance, personalizing toys for the child is moving beyond just
having a child’s name inscribed on the toy. Backed by technology, toys are enabling customized,
personalized gaming experiences that cater to the needs and likes of each child. For instance, some toys
are inbuilt with bluetooth or GPS devices so that parents can track the toys easily, avoiding a possible
meltdown. Wearable toys also help parents always keep a track of their children. Technology can also
help create a connect between physical toys and connect it to virtual mobile applications to track
progress, to ensure seamless gaming experiences.
In the apparel industry, there is a marked movement away from the one-size ﬁts all approach towards a
personalized shopping experience. Firms are experimenting with AI-designers that keep track of
historical purchases, creating a repository of consumer behavior and traits, helping narrow down designs
based on their likes. In these setups, consumers can log in and custom-create their dress design, try it on
virtually and pick the design that they think suits them best, enter in their measurements and have it
custom-created – a hybrid version of traditional tailoring combined with the fashion sensibilities that
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leading designers can bring.
Automating the supply chain processes, and to a certain extent, the tailoring and manufacturing setups
can also help ﬁrms help enable this extensive personalization of apparel.
Furthermore, the pandemic disruption has altered traditional market setups. CPG companies looking to
bolster their market brand presence and customer relations have had to move beyond conventional
models into a direct to consumer (DTC) model in the last year. From creating new, robust delivery
systems, to revamping pricing and solidifying brand-consumer interactions on social media platforms,
CPG companies tapped into the opportunity unlocked through the pandemic disruption. Needless to
say, this is a trend that will continue into 2021 as well.
The DTC interaction will help collate data that can provide direct insights into consumer perception,
market trends, and product innovation initiatives.
Lastly, ﬁrms that are yet to invest in seamless delivery channels or efﬁcient logistics systems, must take
the time out now to plan these investments. Swift delivery is what marks the conclusion of a consumer’s
shopping experience, and companies must ensure that this is optimally delightful so as to boost and
motivate consumer advocation for the products purchased.
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Trend 4: The rise of the DIY
Global lockdowns and the need for social distancing has reduced accessibility for CPG products that
were earlier available at speciﬁc places of businesses – like beauty salons, for instance.
Many premium beauty-product outlets closed down because of COVID-19 and an estimated 30% of the
beauty-industry market was shut down. Some of these stores reportedly will never open again, and
newer openings are likely to be delayed for at least a year.4
As long as “going to the salon” does not become a normal, safe, viable option for many, those wishing to
spend on beauty services, will have to do so keeping safety measures in mind. In 2020, this increased the
demand for do-it-yourself kits and self-care/pampering products. Stores that had e-commerce
presences focused on setting up promotions and offers online and those that were able to personalize
these offers and set up targeted marketing campaigns were able to sustain in the pandemic-induced
market disruption. Notably, the home nail care product sector saw a spike in demand for the ﬁrst time in
ﬁve years.5
Therefore, until the work-from-home set-ups continue and there is full return to normalcy, ﬁrms must
look at aligning to the spike in demand for DIY kits and also anticipate the eventual decline of this
trend once there is a return to normalcy, to ensure that with accurate demand re-forecasting, supply
chain disruption is minimized.

4
https://www.mckinsey.com/industries/consumer-pac
kaged-goods/our-insights/how-covid-19-is-changing-

https://www.glossy.co/beauty/nail-polish-sales-spike-a
s-customers-turn-to-diy-beauty/

5
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Chapter 4:

LEVERAGING AI
IN THE NEW NORMAL
Enabling Ease in Market Research
With health, nutrition, sustainability and pertinent factors driving product innovation, staying informed
on the latest market trends will prove immensely beneﬁcial to companies. However, sifting through the
vast number of articles and research materials can prove to be a repetitive, cumbersome task for human
talent that when freed up can redirect their efforts to more cognizant tasks.
Learn how an R&D team of a leading confectionary & food manufacturing company leveraged insights
from scientiﬁc research on topics signiﬁcant to their industry, like food safety, health & nutrition, pet
food etc. from multiple online sources, and saved an estimated 13Mn USD annually by leveraging an
automated NLP engine for their research efforts.

Building Resilient Forecasting Systems
As seen in 2020, in the face of a risk event or an unforeseen market disruption, sudden surges and steep
declines in purchase behavior completely altered the marketspace. Avoiding severe supply chain
disruptions and reducing possibilities of stockouts or overstocking, are vital.
Find out how a CPG company’s sales operations team that followed traditional demand forecasting
method, saved an estimated 2.1Mn by predicting inventory levels accurately.

Leveraging Price Optimization
Leveraging real-time insights and reworking existing pricing systems can make all the difference in
revenue margins, not just enabling the company maximize their top line, but also enabling the
consumer to buy at the most optimal prices in the market. Dynamic price optimization systems are
especially pivotal in times of severe demand ﬂuctuations, especially in unforeseen socio-economic
situations like a pandemic.
Find out how a leading brewery discovered a potential revenue boost opportunity worth 250Mn by
leveraging title price optimization.

Highly Targeted Promotional Initiatives
As mentioned through the course of the article, cross-functional customer experience personalization is
key, and this trend would prevail into 2021 and the years to come. An example of such an effort is to create
highly targeted promotional initiatives that are driven by data instead of intuition.
Find out how with market mix modeling, an international beverage & brewing company optimized
their promotional mix and spend, appreciating an estimated $300 Million Annual Impact.
Want to know more about customized solutions formulated for CPG companies and the growth
potential they can unlock for businesses? Head here.
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CONCLUSION
As we look back on 2020, one thing is clear. Brands that survived and sustained during the crisis did so
because of empathetic brand presence, making the most out of their capabilities and capacities, having
a dynamic supply chain, being ﬁscally responsible and ensuring the safety of their staff and customers.
Going forward, CPG companies need to adapt a new model – one that can deal with constant supply
chain variability, seamlessly align to change in consumer trend or behavior, employ automation
wherever possible to scale up, build resilience and draft plans of action for any future risk events.
Traditional company practices as well as consumer experiences need to be reimagined. Delving into
historical data and cross-referencing with pertinent factors such as changes to the economy, travel
restrictions, social policies, etc., are pivotal to operational efﬁciency and for guiding business decision
making.
To continue to grow, ﬁrms must constantly innovate.
And most importantly, ﬁrms need to keenly track each and every market change and movement to build
resilience, survive, sustain and adapt with agility.
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