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Covid-19 disrupted every aspect of the 
consumer packaged goods industry, from 
supply chain to distribution channels to 
consumer preference and consumption. 
Despite these changes and the more general 
health and economic challenges of 2020, the 
CPG industry saw consistent year-over-year 
growth of roughly 10 percent, according to 
the Consumer Brands Association.

As 2021 gets underway, many of the changes in 
consumer behavior that emerged in the last year 
will continue to evolve; many are likely to remain 
long after the acute threat of the pandemic has 
passed. More importantly for the CPG industry, 
there will be pent-up demand as socializing 
becomes possible and businesses realize some of 
the gains from investing in a true omni-channel 
operating model, according to the Mastercard 
Economics Institute’s 2021 economic outlook. 

"In 2021, as consumers 
continue many of these new 
habits, CPGs are reimagining 
the customer experience and 
evolving how they promote 
and sell products online."
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https://consumerbrandsassociation.org/industry-impact/december-cpg-economic-pulse/
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While we don’t know what the future holds, 
several trends have emerged that can help 
illustrate the opportunities and challenges 
that lie ahead. 
 
New Connection Points

Convenience and safety were top of mind for 
many consumers in 2020. Digital channels 
played a big role in letting consumers stay 
socially distant during the health crisis and 
gave them easier access to essential supplies. 
Digital channels will continue to expand, 
according to the Mastercard Economics 
Institute’s 2021 economic outlook, which 
says 20-30 percent of the peak in the Covid-
related shift to e-commerce will stick. 

This shift impacted and challenged how 
consumers shop for CPG products by 
displacing traditional in-person browsing 
behavior and front-of-store impulse 
categories with digital baskets and checkout. 
Those customers who still shopped in person 
cut back their exposure to crowds, reducing 
browse time in stores and taking advantage 
of curbside pickup to avoid waiting in line. 
In-store foot traffic dropped by 34.8 percent 
during the 2020 holiday season, from Oct. 
11 to Dec. 24, according to A Season Like No 
Other retail holiday report.
 
The massive shift to online channels had 
varied implications for different categories. 
For example, consumers increased their 
spend on home furniture and furnishings 
by 31 percent online compared to 2019, 
according to Mastercard SpendingPulse, 
which measures overall retail spending trends 
across all payment types, including cash and 
check. Conversely, department stores saw 

overall sales decline 10.2 percent, and 
online sales grow 3.3 percent, reinforcing the 
importance of omnichannel offerings. Buy 
online, pick up in store, and technologies like 
contactless were vital for retailers in 2020. 

In 2021, as consumers continue many of 
these new habits, CPGs are reimagining 
the customer experience and evolving how 
they promote and sell products online. They 
are replicating the last-minute purchase 
of a pack of gum or candy bar while in the 
checkout line by offering add-ons to a digital 
cart. The strategy requires a high level of 
personalization to be successful. Physical 
channels show a wide variety of categories 
and SKUs in front-of-store and allow the 
consumer to self select. The choices are more 
limited in the digital check out experience, 
and CPGs must ensure that the displayed 
products are the right ones for 
that particular consumer. 
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https://www.mastercardservices.com/en/expert-insights/season-no-other
https://www.mastercardservices.com/en/expert-insights/season-no-other
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Some CPGs are also focusing on full frictionless 
experiences, including drive-thrus and micro-
markets. They’re recreating the browsing 
experience at drive-through pickups, where 
shoppers can request items at the drive-up 
window at a pharmacy. For example, Walgreens 
launched its “on the spot” drive-thru shopping 
experience in 2020 to pick up household 
products in addition to wellness items through 
its drive-thru option. 
 
Micro-markets or unattended stores also 
answer the call for convenience and safety 
as consumers can quickly pick up items in a 
contactless environment. Some grocery brands 
have launched ghost grocery stores, which 
are developed for more fulfillment rather 
than browsing. Personalized shoppers make 
selections for consumers who then get their 
groceries delivered or opt for curbside pickup.  

"CPGs should be developing 
digitally native direct-to-
consumer brands to stay 
competitive."
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https://news.walgreens.com/covid-19/walgreens-introduces-new-digital-order-ahead-drive-thru-shopping-experience.htm
https://www.cnbc.com/2020/09/01/amazon-to-open-first-online-only-whole-foods-store-in-brooklyn.html
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E-commerce Acceleration

CPGs have long viewed direct-to-consumer 
e-commerce as a significant growth lever,  
and in 2020 the channel accelerated. 

CPGs are exploring acquisitions or 
partnerships with direct-to-consumer players. 
It offers another channel for connecting 
with consumers, but it also provides some of 
the consumer insights that CPGs crave. For 
example, some CPGs have added digitally 
native brands to their product offerings and 
started selling those products directly to 
consumers from their website. CPGs should 
be developing digitally native direct-to-
consumer brands to stay competitive.
  
Many companies also turned to online 
marketplaces and direct e-commerce 
channels to expand beyond the brick-and-
mortar experience. The expansion of those 
channels and opportunity for CPGs will 
continue in 2021 as some retailers that 
traditionally didn’t have online marketplaces 
now look to launch them.    

Marketing Make-Over

One of the biggest challenges for CPGs is 
being able to understand and connect with 
consumers. Much of that changed in 2020 
as the relationship between CPGs and 
retailers became more mutually reliant under 
Covid-driven challenges and they shared 
more  key data. 

That has opened the door for CPGs to focus 
on more data-driven marketing, especially in 
digital channels. In the past, CPGs may have 
viewed their marketing efforts as limited to 

brand building. In the new data environment, 
they’re more focused on reaching and 
connecting with consumers who have 
certain buying habits.

CPGs are also working on more 
personalization and connection with 
consumers through mission-driven marketing, 
whether that be sustainability programs or 
encouraging consumers to vote in elections. 
It provides differentiation for the brands that 
connect with consumers on the issues of 
most interest to them.  

CPGs are investing in more data and insights 
to understand and connect with consumers 
and develop digital loyalty strategies. CPG 
digital loyalty programs can take many 
angles, including distributing cash rewards to 
consumers through their connected payment 
apps, placing an order for products with 
rewards within an app or connecting with 
consumers through video chat technology. 
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https://www.forbes.com/sites/forbescommunicationscouncil/2020/10/08/how-cpg-brands-are-using-dtc-to-stay-competitive/?sh=3d2012934fca
https://www.marketingdive.com/news/absolut-promotes-voting-with-its-first-tv-ad-in-3-years/585950/
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CPGs are also using insights to speak more 
directly to the customer through online channels 
and loyalty management platforms.   

With momentum growing since the lows of 
2020’s challenges, CPGs are exploring new ways 
to grow their channels and their connections 
to consumers. It will take better insights into 
evolving consumer behaviors, investments 
and partnerships to continue expanding sales 
channels and a test-and-learn experimentation 
approach to make quick and effective data-
driven decisions. 

Nick Blum leads sales and servicing for the merchant 
segment of Mastercard’s Data & Services practice in  
the U.S. 

To learn more about how Mastercard works  
with CPGs, click here.
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"CPGs are investing in 
more data and insights to 
understand and connect 
with consumers and develop 
digital loyalty strategies."

https://www.mastercardservices.com/en/cpg

