ECOMMERCE

BUILDING
MODERN
RELATIONSHIPS
TO DRIVE
CPG SALES

Agile startups and empowered
shoppers are slowing the growth of
established consumer packages goods
(CPG) companies. While the top 25 CPG
companies bring in 45 percent of category
sales, they account for just 3 percent of
the sector’s growth.1
To reclaim growth, established companies
are embarking on a “move to modern.”
That is, they are reconsidering not only
how they compete, but also how they
build and sustain relationships with
their customers. In doing so, they are
recognizing the critical role eCommerce
plays in engaging consumers and pursuing
untapped growth opportunities.
Yet, many are struggling to understand
how to strengthen their direct-to-consumer
online presence. Accenture believes three
distinct sets of capabilities will pave the
way to eCommerce mastery.
Accenture predicts that online
CPG spending will grow by
10 to 15 percent by 2020.2
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THE GREAT MIGRATION
The majority of consumer spending for CPG
products occurs in physical retail channels. But
more than 50 percent of consumers indicated
they have also purchased CPG products online.3
And that figure is growing (see Figure 1). At the
same time, spending in physical stores is
expected to decline by approximately 3 percent
between 2016 and 2019.4
Consumers’ migration to online shopping for CPG
products comes as no surprise. The eCommerce
channel is always open for business. That means
online consumers can be “always on.” They can
enter the online channel whenever they want, as
often as they want, and for a number of reasons:
• 86 percent go online to find items that may
not be available in stores
• 81 percent go online because they believe
they will receive a lower price
• 84 percent go online for the convenience of
home delivery5

What is more surprising is how quickly
eCommerce is growing as a source of revenue
for CPG companies. On average, online channels
are expected to grow by 8.8 percent annually in
the coming years. By comparison, the traditional
large format channel and discounter channel are
expected to grow by just 2.7 percent and 1.6
percent, respectively.6 By 2022, we project
eCommerce will be the fourth largest channel
for CPG sales. It will also serve as a market in its
own right for those consumers who won’t buy a
product unless it is available online.
CPG companies can’t let this opportunity pass
them by. Those that master eCommerce find
that this channel is more than a sales engine.
It also enables the shift to modern customer
relationships. When applied properly,
eCommerce helps build relationships with
consumers and produces valuable insights
that will help them improve experiences across
all channels. In this regard, eCommerce
facilitates the “move to modern” and the
creation of hyper-relevant experiences for
consumers over the long term.

Figure 1. Over half of all consumers are purchasing CPG goods online. This momentum is set to continue
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PLAYING TO WIN
Based on our research and experience, we have
found CPG companies that commit to a modern
digital strategy—even if they have not yet
achieved digital maturity—are more likely to
achieve the eCommerce mastery that is now
needed. They will grow faster and significantly
outperform peers that maintain a “business-asusual” approach.

Specifically, our research suggests that CPG
companies need to advance through three
levels of maturity. This journey will involve
applying an innovation mindset to the way
companies work, think and deliver new
experiences for the modern consumer. It won’t
happen overnight, but the payoff is worth the
wait. We believe companies that make it to the
highest level of eCommerce maturity will
ultimately achieve up to 75 percent CAGR over
five years (see Figure 2).7 Each maturity level is
associated with growth potential and
characterized by the adoption of distinct
capabilities (see Figure 3).

Figure 2. For CPG companies that adapt, the opportunities are unlimited
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YEAR 5

Figure 3. Three distinct sets of capabilities characterize the journey to eCommerce mastery

MASTER
BRILLIANT
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GEAR UP FOR
DIFFERENTIATION

LEAD THE PACK

• Manage visibility by
mastering search

• Strengthen online
channel partnerships

• Design an agile and
responsive supply chain

• Optimize consumer
experiences/marketing through
data management platform

• Optimize product
assortment mix for
the endless aisle

• Reimagine packaging

• Optimize content and catalog
management for the perfect
digital shelf

• Manage pricing
for competitiveness
and profitability

• Adopt programmatic ad buying
and precision advertising
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• Invest in new products
and innovations for
profitability and
consumer-centricity

LEVEL 1 MATURITY:
Master brilliant basics.
CPG companies that want to “move to modern” and
ultimately win the hearts and minds of consumers will
need to build a core set of capabilities focused on
creating satisfying and relevant customer experiences
across physical and digital channels. These include:
ON-PLATFORM/OFF-PLATFORM SEARCH
In the eCommerce channel, search is the only form of
online marketing that is non-intrusive and voluntary.
That makes it all the more important for companies to
ensure that their brands stand out—especially given
the larger number of online products competing for
consumers’ attention. By continually optimizing search
visibility, CPG companies can dramatically improve the
chances that consumers who are seeking their
products and information will find them.

Optimize search
capabilities to drive
exposure and
stimulate action.

RESILIENT AND RELEVANT CONSUMER EXPERIENCES
Leading CPG companies orient their online marketing
activities to drive personalized, seamless experiences
at every turn, across all digital channels. Leaders’ apply
advanced analytics on customer data to provide better
experiences. They use consumer insights to target their
messages and offers. And they align their search and
content strategies to ensure they are providing
experiences that are relevant and contextualized.

Unlock profile, historical
and situational data to
define and support
consumer journeys.

Figure 4. 49 percent of consumers are aware of branded mobile apps, but are not using them. Here’s why.
I like to compare prices before
I buy a product

79%

I like to compare different brands before
I buy a product

77%

I purchase multiple brands, and do not wish
to install/multiple apps

69%

I am not comfortable in sharing my bank/
credit card details with the app

62%

I am not confident if my phone data will
remain secure and confidential

59%

I will use an app only if I get a discount
or a coupon
I do not feel comfortable in shopping using
an app
I do not get useful information or shopping
ideas from the app
Source: Accenture Research.
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TARGETED CONTENT DESIGN AND MANAGEMENT
CPG brands can differentiate the experiences they
provide by telling consistent stories across channels,
and by abandoning “one size fits all” content in favor
of targeted, dynamic content. Winners create the
perfect “digital shelf” with accurate product
descriptions and clear image assets designed for
eCommerce. They employ product information
management solutions and standardized processes
to optimize content creation, approval, publishing,
syndication and governance.

Design content for the
perfect “digital shelf”
to drive purchase
decisions and relevant
search results.

PRECISION AD BUYING AND TARGETING
CPG companies that thrive in eCommerce achieve
media efficiencies and greater control of their ad
reach with automated and targeted buying solutions.
With this capability, they can target and swap ads
based on consumer behavior and interest in real
time. This ensures relevance and boosts the
likelihood of sales conversions.

Control reach and boost
media efficiencies by
targeting data-oriented,
programmatic ads.

LEVEL 2 MATURITY:
Gear up for differentiation.
Winning CPG companies set themselves apart by
investing in three capabilities:
CHANNEL PARTNER DEVELOPMENT
CPG companies that successfully navigate the digital
world work closely with online retail partners and
others to plan, target and manage campaigns. They
innovate jointly with online retailers and marketplaces
to test products, promotions and packaging. And they
utilize best practices from the physical retail channel
when possible.

Strengthen
partnerships with
online players,
replicate the modern
retail success story,
and jointly invest in
high-growth areas.
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DIFFERENTIATED PRODUCT ASSORTMENT
Online channels offer unlimited digital shelf capacity.
Leading CPG eCommerce players rethink their product
assortment strategies for the online environment with an
eye toward finding the balance between sales value and
sales velocity. Within this “endless aisle,” they provide a
robust data-driven product assortment mix that meets
the needs of online consumers and channel partners,
minimizes channel conflicts, improves supply chain
efficiencies, produces favorable product economics.

Rethink product
assortment strategy to
find the right balance
between sales value
and sales velocity.

PRICING AND PROMOTION
Winning CPG companies offer differentiated pricing for
differentiated product assortments. For fast-moving
products, they may employ market-oriented, dynamic
pricing. For exclusive or high-involvement/low velocity
products, they may work with their online players to
apply consumer-oriented, “minimum advertised”
pricing. Pricing-intelligence and pricing-compliance
tools allow them to continually monitor and optimize
their pricing and promotion strategies.

Don’t offer a better
price. Offer the best
price to win in the
online space.

LEVEL 3 MATURITY:
Lead the pack.
A small number of large CPG companies will forge a
path for sustainable growth and high performance by
building strong capabilities in online product
development, packaging and distribution. Doing so will
allow them to respond to market changes with flexibility
and speed. Specifically, these leaders invest in:
RESPONSIVE SUPPLY CHAINS
With the growing importance of eCommerce—as well as
the growing need to meet rising consumer expectations
while keeping costs low—companies need to rethink key
components of the supply chain. Inventorymanagement, order-management and fulfillment are
often ripe for transformation. Importantly, companies
don’t need to re-invent their capabilities. A host of new
logistics and supply chain start-ups have entered the
scene, using software and data to streamline
everything from planning and forecasting to execution
and even freight-forwarding. Teaming with them may
be a cost-effective way for large CPG companies to
compete against logistics leaders like Amazon.
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Rethink key
components of supply
chain to meet
consumer expectations
cost effectively.

NEW PACKAGING FOR THE ONLINE WORLD
CPG digital leaders design packaging for online
products in a way that pleases consumers, reinforces
the brand and optimizes sales. Given today’s automated
supply chains (and manual last-mile handling), the
packaging must be as durable as it is cost-effective.

Design cost-effective
packaging to
withstand supply
chain complexities
while delivering the
brand experience.

PRODUCTS DESIGNED FOR THE DIGITAL CONSUMER
Leaders invest in new product development and
innovation to drive incremental revenues, improve
profitability, and strengthen their customer-centric
reputation. In some cases, CPG companies team with
online players to introduce exclusive, online-only
products. The endless aisle online environment also
makes it possible for CPG companies to offer more
personalized products with high margins.

Innovate with
differentiated online
offerings that include
niche, exclusive or
personalized products.
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IT’S TIME TO RECLAIM
INVINCIBILITY
Not long ago, large CPG companies in
developed markets had little to worry about.
Their products dominated retail shelves.
Their brands were household names. Their
reputations were strong. In the “new normal,”
however, everything has changed. Consumers
want more. New technologies are readily
accessible, allowing them to be “always-on”
online consumers. And new revenue models
are emerging that will enable new avenues
to growth.
Ultimately, to thrive in the online world, CPG
companies need to fundamentally rethink how
they compete. By strengthening their
eCommerce capabilities in 10 key areas, these
companies will be taking a significant step in
their journey to becoming a modern CPG
company. By building their digital maturity,
they will make their brands and their customer
experiences even stronger than they were
before. Along the way, they will build the
endless aisle their customers have been waiting
for. They will seize an endless stream of insights
from their consumers’ online behaviors. And
they will boldly pursue the online world’s
endless opportunities for growth.

See CPG Sales: Are Your Modern Relationships
eCommerce-Ready?, our companion point of view
in the eCommerce series, to learn more about the
rise of eCommerce and the distinct pockets of
value that are emerging.
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ABOUT THE RESEARCH
To understand whether (and how) CPG
companies are positioned to thrive in the
“new,” Accenture surveyed 3,000+ digitally
savvy consumers—or those who are
comfortable with new technologies and digital
devices and who consider the Internet an
important part of their lives—across various
geographies and age groups. Our research not
only revealed how their behavior is evolving,
but also provided valuable insights into what
CPG companies can do to win them over in an
omni-channel sales/marketing environment.
Accenture Analytics also devised models to
understand the components of eCommerce
growth for each of 72 CPG product categories
across geographies. Starting from the fact
that eCommerce growth is largely driven
by economic development, we applied a
regression-based approach to identify the
direction and extent to which each component
can influence the evolution of eCommerce
growth globally. A group of factors—which
are independent of income and will, therefore,
drive eCommerce differently in different
markets—were identified. They include: the
adoption of new technology, purchasing
power of the consumers, online access
(mainly through smartphone use) and logistics
performance (specifically, the ability to offer lastmile delivery). The forecasts generated by the
Accenture Analytics models help CPG companies
understand the dynamics of categories and
channels across different markets.

