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N O INDUSTRY HAS ESCAPED the ravages
of COVID-19, but the impact on retail
has been more complicated than most. The
crisis has accelerated channel shifts and
changed the way consumers shop. E-com-
merce and click-and-collect, for example,
are on the rise: our research shows that
more than 40% of online grocery shoppers
during the pandemic are using e-commerce
for the first time, and 90% of those doing
more shopping online were comfortable
with their e-commerce experiences.
Customers are also making fewer trips to
stores and spending more on each trip. In
addition, they are limiting their purchases
to a few trusted retailers and substituting
grocery store purchases for restaurant
dining. In nonfood segments, such as
health and beauty, customers are planning
more, making lists, and following them.

All in all, consumers are rethinking their
relationships with retailers at an unprece-
dented rate. Our research indicates that
more than $5 trillion, or 30%, of annual
global retail sales is up for grabs as the
market shifts. (See Exhibit 1.) The specific

opportunities and challenges vary by retail
segment, and longer-term questions—once
we truly flatten the curve and move from
fighting the pandemic to living in the new
reality—continue to loom large. Which
consumer changes will be permanent?
How do retailers in each segment stay rele-
vant? Where will growth come from? What
kind of new competitors and business
models will emerge?

More than ever, retailers need a good com-
pass to guide their efforts, one that points
to the true north of future growth and pro-
vides a strong strategic filter for commer-
cial decision making. BCG has been per-
fecting such a compass for more than a
decade while helping more than 200 com-
panies build successful growth strategies.
We call this compass demand-centric
growth (DCG), and it has proven to be pow-
erful in the retail sector: Before the pan-
demic, one North American discount retail-
er increased same-store sales by 11%
during pilots of its new DCG strategy in
1,000 stores. A US restaurant chain deliv-
ered more than 25 consecutive quarters of
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growth in same-store sales while the mar-
ket was mostly flat. A US grocery chain
used DCG to reduce assortment by more
than 20% while increasing sales transac-
tions by 2%. A European home improve-
ment company increased sales and profit
by 60% over three years by refocusing its
stores and online offerings using DCG.

Here’s how DCG can help retailers seize
their share of the $5 trillion and emerge
stronger from the COVID-19 crisis.

Shifting Shoppers

Traditional approaches to understanding
consumers, such as customer-level segmen-
tation, no longer deliver (if they ever truly
did) the level of insight that companies
need. In a postpandemic environment, it
will be critical to understand why shoppers
choose certain retailers and formats for in-
dividual purchases—and what needs they

are addressing when they do so. Retailers
will also need to understand the changing
contexts in which consumers are fulfilling
these needs.

Consider the example of Christine, a fic-
tional 35-year-old woman living with her
spouse and two children near a Midwest-
ern city in the US. She is representative of
a group of shoppers with constant demo-
graphics; if she loses her job, things might
fluctuate a bit, but she is well educated and
skilled and therefore likely to find another
position. Her shopping behaviors have
changed because of the pandemic, howev-
er. She now works from home, the kids are
there around the clock, and her free time
has evaporated. She plans her week with
extra care and makes the most of every trip
to the store because she doesn’t want to go
more often than necessary. She buys a lot
more online than she used to and takes ad-
vantage of auto-replenishing services, since

BOSTON CONSULTING GROUP | HOW RETAILERS CAN CAPTURE $5 TRILLION OF SHIFTING DEMAND



she particularly values ease and conve-
nience these days. She has not shopped for
apparel or bought anything indulgent for
months, although she used to be a regular
at both the mall and her favorite discount-
ers. She has taken to buying housewares
and kitchen supplies online since she is
cooking more. She finds click-and-collect
useful for some items but still wants to buy
fresh foods in person so she can judge the
quality herself.

Christine’s new routine offers some useful
information for retailers, especially those
that have amped up their e-commerce ca-
pabilities. But what about the underlying
factors that influence her purchase deci-
sions as well as the way those decisions can
change depending on the context at the
time of purchase and on the range of op-
tions available? What about the fact that
Christine has totally different needs—both
emotional and functional—that she is try-
ing to satisfy, whether she is shopping to
restock household basics for the family or
making a quick trip to purchase an item or
two she craves for herself? (See Exhibit 2.)

Ultimately, the retailers that will be in the
best position to grow will be the ones that

come to understand what drives Chris-
tine’s decision making on different pur-
chase occasions. Rather than try to meet
all of her needs all of the time, they will
instead target the specific demand spaces
where they have an advantage and can
win share over competitors. These compa-
nies will think less about what they are
trying to sell and more about what Chris-
tine wants to buy—as well as when and
why she wants to buy it.

Scrambling Retailers

Retailers are scrambling to deal with all
sorts of behavioral changes. They are try-
ing plenty of strategies to reignite demand,
and they have identified long lists of strate-
gic priorities spanning virtually all areas of
the organization, from the in-store experi-
ence to pricing to such digital initiatives as
personalization and e-commerce.

Consider safety and cleanliness, for in-
stance, which were previously taken for
granted but are now becoming differentia-
tors that drive decisions. BCG’s recent con-
sumer sentiment research showed that vi-
rus safety measures continued to be a top
driver of decisions in July 2020 for US con-

EXHIBIT 2 | Different Needs and Contexts Result in Different Choices for the Same Consumer
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sumers deciding where to shop. Many gro-
cery and mass retailers thus focus on pro-
viding a clean and safe in-store experience.
They are also fulfilling a surge of e-com-
merce and omnichannel orders. To handle
the latter, they have implemented new
models, such as dark stores and curbside
pickup, virtually overnight and started
partnerships with delivery firms to increase
capacity quickly. Specialty retailers, many
of whose physical stores have closed, are
attempting to migrate demand online with
varying degrees of success and experiment-
ing with new tactics to win customers back
during reopening. Restaurants, plenty of
which have also been forced to close for
sit-down dining, are shifting to delivery or
takeout services while reimagining the
dine-in experience for reopening and ex-
ploring innovative ways to grow share of
wallet, such as through so-called pantry
sales of ingredients.

As they set their strategies for the future, re-
tailers risk falling into two traps. The first is
pursuing too many actions without a set of
strategic criteria for what best fits their cus-
tomer value proposition and will help them
differentiate. This takes time and resources
away from mission-critical initiatives. The
second is adopting a near-term focus on
boosting sales without a longer-term vision
that informs priorities for the future. This is
why they need a compass.

Finding the North Star

Retailers can reframe the way they analyze
their market in the same way that many
consumer packaged-goods manufacturers,
travel companies, and others have done: by
moving from customer segmentation as a
basis of growth strategy to understanding
the unique consumer needs that drive de-
mand and typically occur in distinct, iden-
tifiable contexts. BCG’s DCG approach uses
quantitative consumer insights derived
from research, artificial intelligence, and
large-scale analytics to define a mathemati-
cally rigorous view of consumer needs and
demand. It serves as a sophisticated com-
pass that can direct a company toward the
most promising routes to growth and guide
all of its growth efforts, from innovation to

expansion and from screening acquisition
candidates to executing in the marketplace.

Defining consumer needs and understand-
ing the context in which demand is created
(occasions, attitudes, and demographics)
yield powerful insights about where retail-
ers should play and how they can win.
Rather than assign a customer to a single
segment—value-conscious millennials, for
example—DCG recognizes that such a mil-
lennial can be in multiple demand spaces
at different times under varying circum-
stances. It can also predict when and where
he or she has varying needs—much like
our fictional friend, Christine.

This approach has very practical applica-
tions for retailers. For example, in grocery
and mass retail, the store is a collection of
different categories potentially serving dif-
ferent needs, and it will face different com-
petitors. The needs for “fresh” and “exciting”
in produce, for instance, are very different
from the needs for “safe” and “informed” in
health care. The retailer must design the
overall customer experience to meet the tar-
get demand space it is has decided to serve.
This requires determining the consumer
needs and contexts that can drive a differen-
tial volume of traffic, and then translating
this determination into all elements of the
customer experience, including marketing,
assortment, pricing, and promotion.

In the quick-trip retail market, a key driver
of when and where specific needs occur is
whether the purchase will be consumed or
used immediately or later on. “Craveabili-
ty” is critical to win purchases for immedi-
ate consumption, while value is much more
important for purchases with deferred con-
sumption. (Aside from age in certain retail
segments, demographic variables are rarely
meaningful predictors.)

The demand-centric approach benefits re-
tailers in a variety of ways relative to tra-
ditional customer understanding, includ-
ing traditional segmentation. First, it is
lasting. A true understanding of needs and
contexts provides more sustainable advan-
tage than demographic or customer-based
segmentation.
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Second, DCG is comprehensive: it takes
into account the needs and occasions for
both customers and noncustomers and
does so from the consumer’s point of
view—creating a map of demand for the
entire market, not just where a retailer cur-
rently plays. And it evaluates all of the re-
tailers a consumer might consider for the
same need, not just a particular company’s
usual competitive set.

The beauty segment, for example, contains
a diverse set of retailers: department
stores, pharmacies, pure-play companies,
online operators, and mass and grocery re-
tailers. DCG enables a company to frame
this entire set of competitors and under-
stand where each one has strengths and
weaknesses. Department stores, for exam-
ple, are often rooted in emotional-plea-
sure-related beauty needs (such as sam-
pling or purchasing lipstick or perfume for
oneself) while consumers look to mass re-
tailers for more functional needs (such as
buying skin care products, soap, and sham-
poo for the family). Yet convenience stores,
as we saw with Christine, compete with
several different retailer types, depending
on a consumer’s needs and shopping mis-
sion. Immediate-consumption trips pit con-
venience stores against quick-service
restaurants, while “shop for later” trips are
split among big-box retailers, grocery
stores, and drugstores.

Third, DCG drives tradeoffs, helping brands
determine their competitive set for each
demand space and identify one or more
target spaces in which a retailer’s existing
assets and equity position it to win dispro-
portionate share. To choose their demand
spaces, retailers need to assess the attrac-
tiveness of a particular target (both cur-
rently and in the future), determine their
expectation of success (given customer per-
ceptions, current share, and competitive
dynamics), and estimate the ease of execu-
tion. No surprise that this is often a big
strategic debate—which can be a useful ex-
ercise in and of itself.

Fourth, DCG provides quantifiable out-
comes. It measures needs, occasions, and
growth trajectories to deliver an accurate es-

timate of the value of targeting one demand
space or bundle of needs over another.

In all of these ways, DCG serves as an action-
able strategic filter, the North Star for the en-
tire organization, that management can use
to further a growth mindset and build a cul-
ture of customer centricity. DCG drives real
tradeoffs, such as where to differentiate and
win, since no retailer can be all things to all
people. The process of defining this North
Star also allows retailers to understand
which spaces are more resilient to crisis and
which elements—such as e-commerce—are
more vulnerable to disruption through new
entrants or competitors using new channels.
The result also creates a rallying cry and
contributes to a culture of customer centrici-
ty for the organization.

One discount retailer identified the
smart-decision demand space as its princi-
pal target, allowing it to leverage its existing
value associations. The move also helped
the company clarify the need to focus on
well-priced private-label offers in staples—
as opposed to the branded products, high-
low pricing, or special-buy models em-
ployed by competitors that were targeting
other demand spaces, such as treasure hunt.
Especially in the current environment, with
value top of mind for many consumers, un-
derstanding how assortment, pricing, and
promotions factor into the value proposition
to target a particular demand space helps
inform where to invest.

A health care retailer identified an oppor-
tunity to expand in a demand space

that required a strong need for trust. This
decision led the company to station advi-
sors throughout its stores, build an infor-
mational website, emphasize trust in mar-
keting materials, and put up clear signage
on shelves to explain products and their
purposes.

Near- and Long-Term Growth

DCG generates immediate results as it
shapes a retailer’s long-term decisions.
Near-term table stakes actions—addressing
such issues as cleanliness, aisle design,
food quality, and service levels—can help
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EXHIBIT 3 | A Demand-Centric Growth Strategy Guides the Entire Organization
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challenging circumstances. These compa-
nies grew revenue by 14 percentage points
more, and improved their EBIT margins by
7 points more, than the 44% of companies
that declined in both metrics. DCG is exact-
ly the type of offensive strategy that can
enable retailers to be among the postpan-
demic outperformers. Smart retailers will
act now.

Retailers face unprecedented challenges,
and many companies are already develop-
ing innovative solutions. They must be
careful, however, not to overload their al-
ready-stretched teams with a smorgasbord
of top-priority initiatives. Too many to-dos
dilute team focus, delay execution on the
topics that matter most, and potentially
confuse consumers. Identifying a North
Star that guides retailers’ efforts is more
important than ever. DCG should be a part
of every retail company’s arsenal as it
adapts to changes in consumer behavior
and captures growth, starting immediately,
in the new reality.
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