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CPG and retail foresight

As the fourth industrial revolution takes hold, consumer packaged goods (CPG) 
and retail operations are being transformed. Consumer demand is shifting rapidly. 
Society is driven by sustainability concerns. Anxieties over borders and tariffs, the 
implications of accelerating automation and the fallout from COVID-19 add up to a 
maelstrom that CPG and retail companies need to navigate to continue to thrive.

We’ve partnered with The Future Laboratory to understand the world in which 
CPG and retail companies will operate tomorrow. Expectations from consumers 
and societies are changing and the consumer goods market will not look the same.

In this report, we lay out the significant shifts CPG and retail must make to succeed 
in this changing world. To thrive, organizations must connect, predict, and adapt at 
speed, placing data at their core and embedding artificial intelligence (AI) throughout.

• The current global snapshot
•  Three global macrotrends 

transforming CPG and retail
•  How CPG companies and retailers 

will survive and thrive in the future

Read on for:
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From supply chains 
to supply brains

In the coming decade, the CPG and 
retail industries will transform to meet 
the needs of consumers who expect 
personalization, societies that demand 
sustainability, businesses that are 
adapting to new economies, and an era of 
global upheaval that calls for resilience. 

Driven by data, consumer product flows 
will evolve from a linear supply chain 
to one that can expand and contract 
with change. With integrated operating 
systems reacting at speed, sensing 
consumer needs, and foreseeing risks 
and opportunities, the supply chain will 
become the supply brain, CPG and retail 
networks will act together across the 
entire ecosystem, from procurement and 
inventory management to transportation 
and delivery.

The supply brain will evolve into an 
integrated control center for future 
operating models, requiring new 
levels of information sharing between 
manufacturers and retailers. Connecting 
insights from CPG manufacturers and 
retailers, the supply brain will deliver 
convenience, speed, customized 
products, and seamless personalized 
retail experiences.

To survive and thrive in this future, CPG 
and retail businesses will shift from siloed 
fragmentation to a longer-term vision 
focused on the customer, the workforce, 
and the planet.



CPG and retail today: 
The forces redefining the 
consumer landscape
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The number of new jobs created by AI by 2025. 
However, 85 million jobs will be displaced.

Source: World Economic Forum

97mn 70%
The increase in sales across food and beverage categories 
through 2022 from the shift to e-commerce.

Source: Boston Consulting Group

Global snapshot: 
The current view

CPG manufacturers and retailers are creating new roles to spearhead innovation. Chief supply chain officers are 
enhancing agility across the entire journey, from procurement and inventory management to transportation and 
sustainability, all supported by new technologies. 

Tectonic shifts are affecting the CPG and retail industries. 
Shoppers access vast ranges of products seamlessly 
and expect retailers to respond quickly as they flow 
between online and offline touchpoints. Within a complex 
consumption ecosystem, myriad data points enable 
efficient order planning and ultra-nimble warehouses 
and stock cycles.

Public sentiment around sustainability and the lack of 
agility exposed during the COVID-19 disruption has forced 
CPG and retail industries to rethink their supply chains.  
The pressure is on for CPG manufacturers and retailers to 
work together to tackle the challenges of a future that will 
be defined by their adoption of digital technologies and 
responses to climate change.

https://www.bcg.com/publications/2020/cpg-companies-face-increased-e-commerce
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The increase in private-label dollar 
sales in 2020 compared to 2019. 

Source: Private Label Manufacturers 
Association 

How often Amazon’s Alexa 
recommends its private label 
products, even though they only 
represent 2% of the site’s volume.

Source: Bain & Company

The increase in Amazon’s annual 
revenue in 2020, which came in at 
$386 billion.

Source: Forbes

Retail Darwinism means survival 
of the most adaptable
Today’s retail environment is a tough climate for growth, characterized by a bricks-and-
mortar battle against e-commerce, a continued erosion of the value chain, and competition 
between private label and global CPG brands.

Amazon’s claim on the future of shopping is likely to strengthen given the exponential adoption of Amazon Prime and its 
voice-activated assistant. Private label competition will increase due to squeezes on consumer spending and as prescriptive 
responses to market changes generated by AI take hold. This will lead some manufacturers to cut out retailers altogether 
and pursue direct-to-consumer (DTC) models.  

11.6% 17%38%

https://plma.com/sites/default/files/files/2021-05/plma2021yearbook2.pdf
https://plma.com/sites/default/files/files/2021-05/plma2021yearbook2.pdf
https://www.forbes.com/sites/shelleykohan/2021/02/02/amazons-net-profit-soars-84-with-sales-hitting-386-billion/?sh=7a50ed341334
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The amount delays in tackling climate 
change will cost the world’s top 30,000 
companies over the next 15 years.

Source: United Nations The global sustainable investment 
in environmental social governance 
initiatives in 2019, up 68% since 2014.

Source:  McKinsey

Climate emergency accelerates 
sustainability targets
Environmental volatility is disrupting supply chain management and 
changing consumer behavior, making sustainability and resilience 
business imperatives.

Businesses that make bold sustainability and environmental commitments will 
have a powerful influence on others and win over eco-conscious customers.

$1tn $30tn
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The extent of tariffs the US has imposed 
on imports from China. 

Source: The Wall Street Journal

$370bn

Global instability requires 
flexible supply chains
The turbulent social and geopolitical climate is impeding long-term planning. Supply chains are dealing 
with the ramifications of trade wars, geopolitical instability, and global health threats as they hit 
profits, slow productivity, and drive up costs.

The present system is not set up to cope with the increasing state of disorder. Agility, across everything from 
procurement to product development, will be key to responding to volatile events and keeping supply chains moving.

33%
The percentage of global supply chain 
leaders that have moved sourcing and 
manufacturing out of China or plan
to in 2023.

Source: Gartner

Given the changing consumer buying 
behavior, it’s time to radically unchain 
the supply chain for a competitive 
advantage in the marketplace.

Ajay Kapoor, Head of Consumer Goods and 
Retail, North America, Genpact

“

https://www.wsj.com/articles/feather-fight-is-lingering-skirmish-from-u-s-china-trade-war-11623597003
https://www.gartner.com/en/newsroom/press-releases/2020-06-24-gartner-survey-reveals-33-percent-of-supply-chain-leaders-moved-business-out-of-china-or-plan-to-by-2023
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"

You used to have these big businesses, 
we’d call them sharks, trying to devour 
one another, but now it’s a million 
minnows. All those tiny little bites amount 
to quite a big amount of market share.

George MacDonald, 
Executive Editor, Retail Week

"

Companies are struggling to let go of 
innovation fast enough when it fails. 
It’s no longer going to be possible to carry 
a product that isn’t successful for years 
in the hope that additional marketing 
dollars will generate sustained demand.

Alexander Kleinman, Growth and Strategy 
Lead and Senior Client Partner for Consumer 
Goods and Retail

“ “
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The value of US sales that large CPG 
manufacturers collectively lost to smaller 
players in 2020.  

Source: IRI

Shifting tastes signal 
shorter brand cycles
Millennials and Generation Z are making once-niche choices, such as veganism or free-from ranges, 
mainstream. These consumers typically favor smaller brands perceived as more authentic and ethical. 
Big corporations are having to monitor the competition and listen closely to shifts in consumer sentiment.

As brand cycles become more transitory, CPG manufacturers and retailers are using foresight and increasingly 
sophisticated data analysis to identify emerging tastes and upcoming boutique brands. To measure innovation, 
AI and machine learning are providing early warning signals so companies can determine which brands in a 
portfolio to pursue and which to let go.

$12.1bn 

https://www.iriworldwide.com/en-us/news/press-releases/iri-finds-small,-extra-small-and-private-label-cpg


9

CPG and Retail in the Age of Instinct  |   The industry today

Healthy policies nudge 
consumers toward 
healthier choices
As science continues to provide evidence of the ingredients for a healthy 
lifestyle, governments and authorities are clamping down on harmful 
practices. The responsibility is with CPG manufacturers and retailers to 
steer people toward new behaviors and healthier choices.

The decrease in the amount of sugar 
in soft drinks in the UK following the 
introduction of a sugar tax in 2018.

Source: Public Health England

28% 79%
of consumers find health, food, and 
nutritional messaging confusing.

Source: New Nutrition Business

Businesses must be proactive and pre-empt legislation before their reputation suffers. A shift in attitudes 
represents an opportunity for retailers to step up efforts to engage health-driven shoppers and use data and 
insights to steer people towards choices that complement their lifestyle.

https://www.new-nutrition.com/nnbPressRelease/display/8
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Circular economies are 
replacing linear consumption
The circular economy is a framework for an economy that is restorative 
and regenerative by design. Recognizing we have reached the limits of our 
current linear consumption model of taking, making, using, and disposing, 
the economy envisioned in the future produces little or no waste and is 
powered by renewable energy.

of American companies are planning to 
move toward circularity. Another 16% 
already use circular economy principles.

Source: ING

0.5%62%
The increase in gross domestic product 
predicted by the European Parliament by 
moving towards a more circular economy. 

Source: Ellen MacArthur Foundation

Rather than mining materials and manufacturing products that end up in landfills, companies are increasingly trying 
to figure out how to reuse resources in closed loops. The economic opportunity if products and materials stay in use 
longer is vast: less resource extraction means less waste, less risk in supply chains, and less pollution, while at the same 
time enabling consumers to retreat from an era of peak stuff.



CPG and retail: Three 
macrotrends changing 
the world
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Three macrotrends 
changing the world

Driven by the changing expectations of new generations, three 
macrotrends are reshaping the world – and CPG and retail businesses 
must adapt to flourish.

We explore each trend, highlight early movers, and share 
the steps organizations can take to get ahead.

CPG and Retail in the Age of Instinct  |   The evolving industry

Optimized reality Ethical impact

0301 02
Whole-system 

planning



Facilitated by technology that taps into human 
emotions, CPG and retail touchpoints will become 
fluid, varied, and responsive — enabling companies 
to tailor experiences, services, products, and 
promotions to the individual.

CPG and retail must shift from maximizing supply chains to personalizing demand chains.

01 
 Optimized 
 reality
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Optimized reality

Dynamic demand sensing 
collapses paths to purchase

Deepening consumer 
connections with services 

and experiences

Orchestrating supply chains 
with integrated systems

Convenience at all costs and 
personalized experiences is shaping 
how consumers shop. AI-powered 
prescriptive insights will allow CPG 
manufacturers and retailers to reach 
new heights of personalization. They’ll 
provide products and services that tune 
into a customer’s moods and behaviors 
to meet subconscious needs.

Aligning the supply chain flow 
will be crucial to fulfil consumer 
expectations. Integrated operations 
will act on multiple data streams, 
seamlessly linking planning, 
manufacturing, and execution with 
forward and reverse information flow 
and real-time visibility to achieve 
maximum effectiveness.

Companies across the value chain 
will need to work together in 
response to real-time changes in 
external conditions, customer needs, 
resource fluctuations, and supply 
chain disruptions. This collaborative 
approach will establish business-to-
business relationships that can match 
consumer expectations.

Microtrends
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Deepening consumer connections 
with services and experiences
Retailers and manufacturers outside of the CPG sector have been diversifying towards service-oriented models for 
some time. The success of car-sharing platforms such as BMW’s DriveNow, IKEA’s leasing option for its furniture, 
and the Nike Plus membership platform demonstrate consumers’ desire to subscribe to communities and services 
based around a physical product or space. This creates an opportunity for physical stores to differentiate from 
online shopping.

Public Goods customers pay a yearly membership fee for access 
to healthy food, personal care items, and household goods. 
While other DTC brands often stock just one product category, 
this start-up now stocks 60 organic products, ranging from extra 
virgin olive oil to shampoo. Public Goods hopes to consolidate 
sustainable products under one membership scheme.

Microsoft and Kroger are piloting connected experience stores 
focused on driving personalization. Smart shelves in stores indicate 
price, promotions, and dietary details. Customers use an app to 
create a shopping list in advance, which synchronizes with the in-
store smart shelves to guide and inspire them as they move through 
the store, creating a personalized experience for each customer.

Servitization will disrupt the CPG and retail industries, with DTC models and experiential approaches requiring a fresh 
look at infrastructure and partnerships across the value chain. The more personalized the experience, the deeper the 
connection with the customer. As a result, CPG manufacturers will look to businesses with service heritage to expand 
their portfolios, evidenced in moves such as Coca-Cola’s acquisition of the Costa Coffee chain, the perfect platform to 
increase the company’s reach and relationships.

Subscribing to good habits Smarter ways to shop



16

CPG and Retail in the Age of Instinct  |   Optimized reality

Dynamic demand sensing 
collapses paths to purchase
The consumer of the future will be shopping all the time and everywhere. A combination of advanced 
data analytics and accelerated delivery mechanisms will create a constant stream of algorithmically 
refined goods, services, and promotions, personalized for individuals and anticipating consumers’ desires 
before they are aware of them. As paths to purchase collapse, unprecedented levels of consumer intimacy 
will make it difficult to distinguish between product discovery, purchase moment, and private life.

Caspar, by Brain of Things, fits the home with a wide range 
of smart devices powered by AI to learn the habits and likes 
of the people who live there. It takes Nest or Alexa to the 
next, more immersive level. The richness of this data will 
soon be available to CPG manufacturers and retailers, who 
will need the operations and innovation to act on it.

US start-up Aipoly is piloting using cameras to show 
retailers the movement of products in real time by 
providing notifications on stock levels, sales, and other 
analytics. This data can then guide ideal store layouts, 
stock optimization, and frictionless payments.

Businesses must decide whether to embrace hyper-personalization and convenience-first culture or invest in 
building functional friction. Those who follow neither path risk falling from consumer consciousness altogether. 
Consumers will likely be happy to share personal data and accept brands tracking elements of their lives in exchange 
for seamless living. Amazon Go, the frictionless, checkout-free store that lets customers walk out without interacting 
with cashiers, is a key example.

Smart homes 
 unlock demand

Connected stores track 
 shopper habits
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Orchestrating supply chains 
with integrated systems
Sophisticated demand sensors will interpret household rhythms and use 
cycles to then set procurement, production, or distribution in motion 
before the customer is even aware of their need. This will transform supply 
chains into integrated systems, where each action becomes one function 
working from the same set of data.

Ocado, an end-to-end solution for online 
grocery services, saw its shares increase 
by 126% in 2018. Ocado’s Smart Platform 
encompasses a number of functions including 
the website front-end, warehouse automation 
technology, robotics, and intelligent routing 
for delivery services. The company is the 
invisible partner behind the scenes, making 
seamless retail fulfilment a reality.

Design agency Argodesign believes 
grocery ordering and delivery will soon 
be superseded altogether. In a recent 
conceptual project, it outlines a future 
where items are automatically reordered 
and delivered by drone once a customer 
moves an item from their fridge shelf.

As well as cutting waste with sharper demand sensing, CPG manufacturers and retailers will share sales data to automate 
trade promotions with dynamic pricing to maximize sales. Predictive insights across the entire ecosystem will flag supplier 
disruptions or demand surges so products stay in stock and consumers have accurate delivery information. This is a key 
capability as COVID-19 accelerates the shift toward online retail.

Invisible partners enable 
 seamless retail

Fridges as the 
 point of sale
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How CPG and retail can prepare
To make the transition from supply chain to demand chain, CPG and retail 
businesses should consider taking the following transformation steps:

Own less, control more: 
Look at where you need to own the supply chain 
and where you simply need control of it, for 
example through legal and financial contracts. 
Then invest in developing partnerships that 
enable supply chains to expand and contract with 
demand. Consider having single, scaled support 
functions to support multiple niche brands that 
function with independent front offices.

Map smart product experiences: 
Analyze IoT data using AI to understand how 
customers interact with different products, both in 
store and at home. Use these insights to adapt the 
shopping experience, path to purchase, products, 
and targeted marketing. Combine customer 
experience data with operational data to build rich 
insights into product lifecycles.

Personalize purchasing decisions: 
Connect consumer data with retail environments  
and online platforms to personalize the path to 
purchase. Target consumers with products they’ll 
love. Use richer insights to go beyond demographics 
– for example, base strategies on shared values, 
mindsets, or personality.

Activate responsive investment: 
Challenge finance and accounting functions to develop 
nimble economic models and frameworks for faster 
product lifecycles, and rapidly ramp investment up or 
down to respond to fluctuating demand.

Balance automation with human touch: 
Heighten customer service and retail experiences by 
using a mix of automation and human interaction. 
For example, use robots for inventory checks and 
humans for emotional engagement. Carefully 
analyze channels and touchpoints along the value 
and purchase chains where human experiences are 
critical to the moments that matter.

Connect

Adapt

Predict



Societies will demand that enterprises take 
an active and ethics-driven role within 
their communities and take a stand on the 
issues that matter the most to them.

CPG and retail must shift from growth at any cost to inclusive prosperity.

02 
 Ethical 
 impact
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Ethical impact

Building shared values 
across the supply chain

Ethical guardians 
guiding consumer choices

Maximizing human potential 
and customer experience

Microtrends

In our changing economic and 
environmental climate, consumers 
expect businesses to respond by 
stepping up, offering ways of driving 
social change, and creating new value 
systems for societies.

This shift in societal attitudes represents 
an opportunity for retailers to engage 
with shoppers who are driven by 
wellbeing and sustainability, and to 
create new kinds of retail experiences 
that steer people towards better choices.

CPG manufacturers and retailers  
that strictly enforce values and 
standards across supply chains are 
meeting customer expectations 
for companies to be ethically and 
environmentally responsible.

One in ten people have worked in retail 
at some point in their lives. Companies 
are implementing strategies that focus 
on their role as responsible employers 
in industries being transformed by 
digital technologies.
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Ethical guardians guiding 
consumer choices
A combination of changing consumer attitudes and government 
policies is driving companies to provide ethical products and services. 
CPG manufacturers and retailers are assuming new roles as dietary and 
sustainability advisors, educating consumers on issues such as plastics use, 
and providing personalized health and nutrition advice on packaging and 
through in-store services.

Kroger has launched OptUP, a data-driven 
app designed to help customers make 
healthier choices on a product-by-product 
basis as they shop. The app makes 
recommendations based on items bought 
previously, implementing a nutritional scoring 
system to educate shoppers and filtering 
suggestions based on dietary preferences.

Supermarket chain Hy-Vee has introduced 
dietitian-led store tours across 190 locations 
to help customers manage three major diet-
related conditions: diabetes, hypertension, 
and high cholesterol. During these weekly 
tours, qualified health professionals show 
customers how to select products that can 
help with their specific condition.

Amid increasing store automation, hyper-convenience, and personalization, consumers also expect retailers 
to become ethical guardians, steering them toward better choices. Consumers are increasingly prepared to defer 
this ethical responsibility to retailers – but they will increasingly demand transparency about the provenance 
of products and algorithms.

Leading shoppers to 
 healthier choices

Prescription 
 supermarkets
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Supporting shared values 
across the supply chain
In a traditional linear model, procurement squeezes costs down to the last point 
on the supply chain – and that’s when risks are taken and ethics and quality are 
compromised. In circular economies with shared values, businesses grow together. 
The supply chain becomes a web of relationships where CPG manufacturers, their 
suppliers, and retailers work in partnership to nurture sustainable practices that 
support the long-term survival of all.

Nespresso’s prosperity is deeply connected 
with that of its suppliers. It recently launched 
a pilot weather index insurance program with 
Blue Marble Microinsurance in Colombia 
to provide smallholder coffee farmers with 
a critical safety net in the face of adverse 
weather conditions.

The Other Bar is an organic chocolate brand 
experimenting with technology to support 
cocoa farmers and producers. Cocoa farmers 
receive just 3% of the value of the cocoa used 
to make commercial chocolate, meaning the 
majority do not earn a living wage. Inside 
the pink wrapper of each Other Bar is a QR-
code token that, when scanned, provides the 
equivalent value of one-quarter of a cocoa-
producing tree.

Fair trade is the future as consumers understand that the quality of the lives of people 
making their products is as important as the end item. Retailers and CPG producers should 
form alliances to rethink how to deliver sustainable production together with suppliers.

Supplier safety nets
QR-chocolate 
 empowers farmers
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“

— Oliver Hurrey, Sustainable Manufacturing Expert

Everything needs to start with the way 

the procurement works. By its nature 

procurement is broken, we want more for 

less. That pushes the problem down to 

somewhere else along the supply chain."
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Maximizing human potential 
and customer experience
CPG and retail employers need to understand the impact of automation on both their people 
and their bottom line. The sector employs large swathes of the population and must take the 
lead in retraining and on-the-job learning.
Automation should, in time, improve employee wellbeing and increase productivity. With the 
automation of in-store and inventory tasks, staff should be freed up to focus on the customer 
and their moments that matter.

Starbucks’ Deep Brew AI is helping Starbucks increase margins 
by determining when preventative maintenance needs to take 
place and has now moved into planning store staffing levels 
and inventory management. Automating administrative tasks 
frees up staff to enhance customer connections.

Businesses are committing to lifelong learning, providing 
resources to train, develop, and advance staff into new roles. 
This will require partnerships between institutions and 
governments to identify skills gaps. UK supermarket Asda 
has helped 13,000 staff gain qualifications in new fields such 
as data science, software testing, and data administration.

The language around digital transformation needs to translate into what it means for the workforce. To bring staff on 
the journey, employees will need to feel they are being listened to, and that the business understands their concerns. 
Leading companies are ensuring bottom-up buy-in by understanding that individuals are best placed to identify which 
parts of their roles could be automated to improve the job and benefit the team.

Lifelong learningAI deepens customer 
 connections
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How CPG and retail can prepare
To transition from growth at any cost to inclusive prosperity, CPG and retail 
companies should consider taking the following transformation steps:

Track ethical procurement: 
Empower procurement teams to choose 
partners based on shared values beyond the 
bottom line and use muscle in the supply 
chain to encourage ethical practices.

Incorporate new value metrics: 
Consider ways to incorporate analysis of new 
value metrics such as reputation, impact of 
automation, sustainability, and workforce 
wellbeing into finance and accounting.

Guide consumers toward healthier choices: 
Use data and technology to guide consumers 
toward healthier and more sustainable choices, 
while personalizing the physical shopping 
experience. Consumers increasingly regard 
supermarkets as an ally in their efforts to be 
healthier, creating opportunities for bricks-and-
mortar stores to engage shoppers in new ways.

Connect

Adapt

Predict

Augment human intelligence: 
Bust the myth that automation replaces people by 
focusing attention on initiatives where machines and 
AI augment the human workforce, making workers’ 
jobs easier, and bringing them closer to the customer.

Unlock tribal knowledge with AI: 
Explore digitizing “how things work here” but 
consider ways to retain the delicate social fabric within 
a team when AI becomes the ‘person’ who knows 
everything in the company rather than a human.



Societies will refocus priorities 
away from linear modes of 
production toward a connected 
ecosystem approach that 
recognizes our industrial system 
is reaching its physical limits.

From linear production to regenerative economies.

03 
 Whole-system 
 planning
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Whole-system planning

Finding local logic in global 
supply chain logistics

Investing in innovation and 
supply chain ecosystems

Closing the loop 
and packaging 

planetary resilience

Microtrends

With businesses and communities 
facing multi-dimensional threats, 
companies will use long-term and 
holistic approaches to create truly 
sustainable industries, reinforced 
against big-picture vulnerabilities.

CPG and retail companies will need 
to respond to shifting consumer 
expectations, environmental 
emergencies, geo-political 

uncertainties, and global health threats 
in new ways and move from linear to 
regenerative circular economies. 

Connecting ecosystems of expertise 
and pools of data will be essential for 
businesses to tackle systemic global 
challenges. Companies must work 
collaboratively to radically shift how 
we consider and use materials, design 
products, and conduct business.
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Investing in innovation and 
supply chain ecosystems
Companies are using new investment strategies to build portfolios of 
brands in tune with shifting consumer attitudes while nurturing innovation 
within their supply chains. Investing in niche brands is quicker than 
new product development. And investing in start-ups can accelerate the 
discovery of new processes, materials, technology, and software.

Sustainable business models that take a 
long-term view are outperforming others 
in consumer goods. Unilever's Sustainable 
Living Brands grew 69% faster than the 
rest of the business in 2018, delivering 
75% of the company's growth. The success 
of these brands, such as Lipton, Knorr, and 
Dove, shows there's profit in investing in 
purpose-led products.

Alphabet’s drone delivery company Wing 
saw a significant increase in demand as 
people adhered to social distancing rules 
during the COVID-19 pandemic. It doubled 
the amount of deliveries it was making in 
the US and Australia, partnering with local 
shops to fulfil orders and expanding its 
delivery options.

Brands that harness the agility and flexibility of start-ups will help usher in a new era of sustainability-focused 
innovation, enabling established supply chains to benefit from eco-friendly developments with limited risk.

Delivering innovationSustainable brands 
 succeed
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Finding local logic 
in global supply chain logistics
Brands are beginning to acknowledge that digital business models and the logistical infrastructure required to support 
them are having a detrimental impact on the environment. As a result, they are developing eco-conscious ways to 
deliver goods, process returns, and respond to hyper-local demand. As more goods travel direct to customers, the 
pressure is on for CPG manufacturers and retailers to use their delivery networks to best advantage and ensure a speedy 
and green last mile. One way to solve logistics inefficiencies is to shrink or localize the supply chain – a trend being 
accelerated by the coronavirus pandemic – as companies seek to ensure continuity of supply. 

Global courier UPS is testing ORION, a new delivery 
algorithm that optimizes deliveries in real time to 
reduce van journeys by up to eight miles per day.

Alibaba Group’s supermarket chain Hema provides a 
warehouse, retail store, and online fulfilment service at 
each location. The primary focus is the local customer base 
within a three kilometer radius of the store. All online orders 
are picked in-store or delivered to customers in as little as 
30 minutes. Hema relies on data and analytics to match 
inventory to local demand, reducing waste and spoilage.

Cost savings and increased efficiencies gained by using technology to tune into hyper-local demand, combined with the 
pressure to reduce delivery miles and have a stable supply chain, will lead to more local production and onshoring. Building 
smaller and more agile manufacturing facilities tied to warehouses that can feed major markets will stimulate regional and 
local economies. Retailers including Marks & Spencer are already experimenting with growing food in-store. This negates 
food miles altogether and offers a potential new model to cope with food insecurity in the future.

Algorithmic deliveries Holistic supermarkets
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Packaging planetary resilience
The need to develop sustainable materials is a shared challenge for the industry. CPG manufacturers 
and retailers need to support all players along the value chain to reach the sustainable goals that 
consumers demand. This means rethinking how they innovate around products, packaging, and logistics 
to reduce material waste. Plastics have risen to the top of the agenda in rapid time. This pressure is 
challenging the industry to take the initiative and work together to find a solution. The rise of subscription 
models within CPG shows the potential for re-usable containers and refills.

UK supermarket Budgens has introduced Unpackaged, a 
range of 200 plastic-free products in collaboration with 
environmental campaign group A Plastic Planet, in a London 
store. In a bid to slash plastic pollution, it now sells loose 
pulses, beans, and grains, with other plastic-free products 
available including soaps and refillable shampoos and 
shower gels. Customers will also be able to choose from an 
extended range of vegan and gluten-free foods packaged in 
plastic-free materials.

Loop Industries describes itself as “an innovation technology 
company, creating a sustainable future for plastic”. Launched 
in 2015, Loop Industries has amassed a roster of blue-chip 
companies to pilot its system of high-quality packaging that 
can be returned and refilled again and again. In essence, it 
changes the ownership of packaging from the consumer to 
the producer.

As customers demand plastic-free alternatives, or the removal of packaging altogether, retailers need to support CPG
manufacturers along this journey, providing incubation labs and offering plastic-free aisles as test grounds. If manufacturers 
adopt more robust, reusable containers, we’ll see the introduction of technology and further opportunities to monitor usage 
and track pre- and post-sale journeys. New behaviors like these will transform the industry.

Plastic-free supermarkets Closing the loop
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Whole-system planning:

How CPG and retail can prepare
To shift from linear production to regenerative economies, CPG and retail companies 
should consider taking the following transformation steps:

Localize production: 
Consider building multiple small, agile 
manufacturing facilities tied to satellite 
warehouses that feed major markets versus 
a single large warehouse that supplies 
bigger geographies.

Plan sustainable deliveries: 
To enable supply chains to contract and reduce 
carbon emissions, use AI insights to improve 
logistics in real time, and predict the impact 
against sustainability criteria.

Anticipate local demand: 
Personalize stock by using IoT and AI data analysis 
to predict local demand, reduce waste, and 
optimize last-mile deliveries.

Activate a sustainability culture: 
Make sustainability efforts transparent and publish 
reports and progress towards goals to inspire 
employee engagement and continually improve 
sustainability tracking, methodology, and process.

Promote provenance: 
Increase transparency by investing in 
technologies such as blockchain that give 
visibility across all suppliers and empower 
procurement teams to adapt their supplier 
criteria and third-party-risk alerts based on 
environmental and sustainability credentials.

Connect

Connect + Adapt Adapt

Predict



CPG and retail businesses 
must shift focus to embrace 
the three macrotrends.

CPG and retail: 
Thriving tomorrow 
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Optimized reality Ethical impact

The road from supply chain 
to supply brain
To thrive within each macrotrend, CPG and retail companies 
need to navigate the three major shifts:

From maximizing supply chains 
to personalizing demand chains 

From growth at any cost 
to inclusive prosperity

From linear production to 
regenerative economies

•  Deepen consumer connections 
through personalized experiences 
and community engagement

•  Use data to anticipate demand and 
orchestrate supply chain logistics

•  Use data to steer consumers 
toward sustainable choices

•  Use automation as an opportunity 
to maximize human potential and 
create shared value for businesses 
across supply chains

•  Refocus priorities away from 
linear modes of production toward 
restorative circular economies that 
eliminate waste

•  Connect and collaborate to develop 
new materials, trace provenance, and 
localize the supply chain

Whole-system planning
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For CPG and retail ecosystems to transform and 
thrive they must:

Successful companies will build on these foundations to form the next generation of CPG 
and retail businesses. We call this forward-thinking organization an instinctive enterprise.

Realizing the future 
of CPG and retail

01

05
04
03
02

Move data to the core of the organization

Collaborate seamlessly

Harness foresight to spot r isks and opportunities

Nurture a purpose- driven workforce

Embed AI and combine its insights with the 
 context  and knowledge from the workforce



CPG and retail 
 in the age of instinct
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Evolve into an instinctive 
enterprise to thrive
Companies that thrive in a world 
shaped by optimized reality, ethical 
impact, and whole-system planning 
will connect data, knowledge, 
people, and insight from across their 
ecosystems to make fast, accurate 
decisions that benefit customers. 
These are instinctive enterprises.

With AI embedded throughout their 
organizations, the next generation 
of CPG and retail companies will be 
defined by supply chains that act, 
react, and predict like supply brains 
— completely in tune with customers’ 
personal needs and lifestyle goals.

With AI serving as their neural wiring, 
they’ll collaborate with all partners 
across the supply chain, sharing data 
through connected ecosystems, acting 
on predictive insights, and empowering 
adaptive workforces.

The enterprises that are surviving and 
thrive will need to respond to 
these global macrotrends to ensure 
financial and sustainable growth  
that values consumers, workers, 
and the environment.
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Predictive 
 insight

Adaptive 
 workforce

Connected 
 ecosystems

The instinctive CPG manufacturer and retailer
Instinctive CPG and retail business that can navigate the macrotrends of the future will be prepared for unexpected 
sources of competition, demands for greater transparency, new economic models, and new talent needs.
The instinctive CPG manufacturer and retailer that brings together AI insights with the context and knowledge from its 
workers and partners has three hallmarks:

Instinctive CPG and retail companies will 
have embraced external partnerships 
and created networks of innovation, 
collaborating across the supply chain, 
including with their competitors.

By harnessing data from multiple sources 
and embracing advanced technologies, 
instinctive CPG and retail companies will 
gain real-time actionable insights and fast, 
accurate prediction capabilities so they 
can anticipate customer needs, business 
opportunities, and threats.

Consisting of man and machine, the 
workforce embraces change, adopts new 
skills, collaborates, and is aligned around 
a common purpose: the customer.
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What if CPG and retail could deliver…

What if the grocery store arrived at your 
front door? It’s still early days, but brands 
are exploring how autonomous vehicles 
will simplify the most complex part of 
supply chain management — the last mile. 

The future could bring mobile retail units 
and autonomous grocery delivery to any 
neighborhood. Imagine the interior of the 
mobile store is temperature controlled 
to preserve fresh produce, and shoppers 
can choose their preferred foods using 
a dedicated app. With the integration of 
RFID and computer vision, technology 
would charge shoppers as they remove 
items from the vehicle, eliminating the 
need for a payment phase.

What if the distribution channel no 
longer ends at the front door but 
beyond it? Both Walmart and Swedish 
supermarket group ICA have announced 
plans to deliver groceries directly to 
customers' cupboards and fridges, 
strengthening the relationship between 
the brand and the consumer.

The future could see food and drink 
products being automatically ordered 
and delivered, triggered by the consumer 
removing an item from their shelves.

What if by growing food in-store, 
retailers could not only negate the 
problem of food miles all together, 
but also learn to cope with a future of 
increasing food insecurity?

German retailer Metro is opening farms 
inside its supermarkets. Together with 
high-tech agriculture firm Infarm, the 
company has developed Kräuter Garten 
— a smart, in-store farming system that 
uses machine learning to understand 
growth cycles and predict future 
problems relating to nutrition, humidity, 
temperature, and light intensity.

An autonomous last mile: Hydroponic markets: Reach-in retail:
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As your company prepares for the world it will operate in tomorrow, 
our report offers a guide to transformation.

Future-focused CPG and retail companies are already taking decisive steps 
towards enabling connected ecosystems, predictive insights, and an adaptive 
workforce with AI embedded as their neural wiring.

It is the instinctive enterprise that will make these shifts and thrive. Focused 
on the customer, it will deliver superior, integrated operations that outpace the 
competition by turning the supply chain into the supply brain.

It's time to accelerate your transformation.
 Learn more about how to begin, visit genpact.com

https://www.genpact.com
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transformation real. We drive digital-
led innovation and digitally-enabled 
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reimagine every process, and reinvent 
companies’ ways of working. We know 
that reimagining each step from start to 
finish creates better business outcomes. 
Whatever it is, we’ll be there with you 
— accelerating digital transformation to 
create bold, lasting results — because 
transformation happens here.

About Genpact

Get to know us at Genpact.com and on LinkedIn, Twitter, YouTube, and Facebook.
 
 Copyright © Genpact 2021. All Rights Reserved.

https://www.genpact.com
https://www.linkedin.com/company/genpact
https://twitter.com/Genpact?ref_src=twsrc%5Egoogle%7Ctwcamp%5Eserp%7Ctwgr%5Eauthor
https://www.youtube.com/channel/UCE0q2Ui0H84RSx62gc5rhag
https://www.facebook.com/ProudToBeGenpact/


 It's time to accelerate your transformation.
 Learn more about how to begin, visit genpact.com

https://www.genpact.com

