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FMCGS GET OFF

THE SHELF
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ast-Moving Consumer Goods (FMCGs)
F is a frequently used term elsewhere in

the world for what in the United States
are commonly referred to as consumer pack-
aged goods. FMCG is actually a more accurate
description because they are exactly that—fast
moving. They have short shelf lives, sell quickly
in large quantities at relatively low cost, either
because of high demand (e.g., soft drinks, con-
fections, cosmetics) and/or because they are
perishable (e.g., dairy products, baked goods,
meat).

Historically, FMCGs are high market per-
formers, building their business model on a on
a well-established relationship with wholesalers
and brick and mortar retailers. FMCG did
product development, production and market-
ing and negotiated advantageous placement of
their products in stores, which sold the products
to consumers. That was before the increasing
popularity of online shopping. Most significant-
ly, the COVID-19 global pandemic has forced
more consumers to rely on online shopping,
particularly to order FMCGs they would pre-

viously have purchased at their grocery or drug

FMCGs (Fast-Moving Consumer Goods) are
challenged by booming online retailing during

COVID-19. Atos offers a digital playbook for

continued success. David Soyka reports.
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store or super center.

“People have grown accustomed to order-
ing FMCGs online, something previous to the
pandemic they might not have thought to do
or thought they were able to,” notes Matthias
Forster, VP and Global Consulting Industry
Leader for Atos, an international I'T" company
with a focus on helping clients achieve their
digital transformation goals. “Customers have
now realized that online retailers not only offer
electronics or hardware or books or music, but
also items for everyday use. And they like the
experience. Once COVID i1s brought under
control and we go back to something that was
like normal life again, shoppers aren’t going to
stop buying FMCGs online. That experience 1s

now part of our new normal.”

New Challenges, New
Opportunities
Which creates new challenges for FMCGs, as
well as new opportunities, that require new dig-
ital tools and strategies.

“You might think, so what, then custom-
ers buy online instead of offline, why should

FMCG care? But online sales are played by a

different rule book. Traditional shops have a
limited shelf space, so to become listed 1s always
the first challenge for newcomers and a market
entry barrier that protects established FMCG
brands. They don’t have that advantage on

“Even for experienced brands, the failure rate for a
new product entry is 90 percent. That risk is still there.
What’s different is that the cost of that risk is consider-
ably lower online than it is for physical stores. It is way

easier for a start-up or no-name company not only to
enter the market, but enter the market successfully.”
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an online platform. Also, you cannot negotiate
a reserved space on the shelf at a particularly
good spot in the store or a guaranteed sales vol-
ume.” notes Forster.

He likens the difference in shopping experi-
ences to the difference between hunters and
gatherers. “When you walk into a brick and
mortar store, you might have had a plan to buy
some milk and eggs, ‘hunting’ for just these. But
the abundance of tempting products on display
turns you into a ‘gatherer’. You wound up at
the register with a basket full of frozen foods
and items on special.”

The online experience in contrast is a hunting
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experience, optimized to quickly find items one
is intentionally looking for. And here the con-
sumer 1s guided completely differently.

Forster explains, “Someone types in a search
engine for a household item. What search
results will the platform present on top? Your
brand that you’ve invested so much marketing
dollars into and that used to have the best spot
in the physical shop? Or the best seller, the
cheapest one or even the retailer’s own brand
product? FMCG companies lose the level of
control they used to have.”

And he sees more risks that platforms pose to
them. “Online retailers know it all: who sold to
whom and at what price, where and when. They
are able to create own, competitive brands and
offer them at an optimal price to former buyers
of this product item or simply always on top of
search results and cross-selling suggestions. And
they already do,” Forster adds.

So, FMCG needs to get their strategy right.
Depending on product and brand they might
chose to establish their own platforms or join
forces with others, or select some retailers plat-
forms and negotiate terms with. “They also
have more experience with product launches,
they have a highly optimized production and
established supply chain, and they have a loyal
customer base that put trusts in them based on
their reputation for safe and healthy products
and, increasingly, carbon-neutral and sustain-
able practices. They need to build on that.”
Forster points out.
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Protecting Brand Identity Online
He adds, however, that, “The problem is that
protecting brand identity is challenging online,

where counterfeit goods proliferate, and shop-
pers are easily confused about what is real and
what is not.”

There are a number of digital tools to identify
potential copyright and brand infringements.
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These include:

» Artificial Intelligence/Al-enabled bots.
Al-bots (short for software robots) crawl the
web to gather competitor intelligence, deter-
mine buying patterns, identify suspicious neg-
ative product reviews and potential brand
and copyright infringements. Al tools can also

implement actions to combat the rise of prod-

uct impersonation prevalent on websites, social
media channels and eCommerce stores.

* Image recognition and analysis. Combined
with digital tools such as watermarking, image
recognition and analysis can identify counter-
feit goods on a scale unachievable by human
resources. IFaster and more comprehensive

identification enables FMCGs to respond more
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services company with a client base
of international blue-chip companies
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ers progress and helps organizations
to create their firm of the future. A
range of organizations depend on
Atos as a trusted partner to provide
the resources, scale and expertise
to help clients achieve their digital
transformation goals.

quickly with legal action to remove counterfeit
brands.

* Blockchain. Shoppers may be buying online,
but they are still buying a physical FMCG prod-
uct. Blockchain technology helps ensure physi-
cal product authenticity and ensure the integ-
rity of the supply chain network so consumers

receive exactly what they ordered.

Reduced Cost of Market Entry

Another potential threat to established brands
is the opportunity for new and less-established
FMCGs to enter the market. “Even for experi-
enced brands, the failure rate for a new product
entry is 90 percent. The risk is still there. What’s
difference is that the cost of that risk is consider-
ably lower online than it is for physical stores,”
Forster says. “It’s way easier to build a product
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portfolio online.”

There’s a range of digital tools available for
FMCGs to advance their online footprint and
win market share, even against well-established
brands. These include:

e The relatively easy ability to establish an
online platform to market products independent
of the big online retailers. With the use of social
media and other digital channels combined
with best SEO (Search Engine Optmization)

practices, it 1s also less expensive to drive traffic
to online platforms, create brand awareness and
generate sales.

* Al and other automation tools reduce sup-
port costs. Digital assistants resolve issues and
initiate orders automatically without human
intervention, 24/7/365, without attendant
labor costs. These tools also provide the ability
to gather customer intelligence more quickly
and more efficiently; there’s considerably less

Atos is a leading international IT services company with
a client base of international blue-chip companies across
all industry sectors, focused on business technology that
powers progress and helps organizations to create their
firm of the future. A range of organizations depend on
Atos as a trusted partner to provide the resources, scale
and expertise to help clients achieve their digital
transformation goals.
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guesswork in determining customer needs and

preferences.

* Use of technology to reduce carbon-footprint
to make and distribute products. Environmental
sustainability increasingly influences buyer deci-
sions and preferences, even if it means paying a
higher price.

* Greater agility and cost-effectiveness to mar-
shal and deploy resources.

Smart Factory

According to Forster, “To stay competitive,
FMCG companies must identify the next level
of productivity gains and reduce cost base
in production, supply-chain and back-office
operations. The smart factory concept com-

bines various digital tools and technologies to

manage improve cost-efficiencies and product
quality across the supply chain. A smart factory
predicts with greater accuracy events such as
market demand equipment failures, inbound
delivery times, etc. and helps drive improve-
ments in productivity, quality, inventory and
operating costs.”

He adds, “There’s also much more flexibility
to add, modify or eliminate elements of produc-
tion and distribution. And 1in the digital world,
it’s no longer necessary for an FCMG to own
the factory or warehouse; it’s much easier to
source, assemble and manage component piec-
es of the supply chain as needed.

One key element of the smart factory is the
integration of data generated from the shop

floor and other multiple enterprise systems that
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previously operated in isolation onto a mobile
platform accessible to everyone in the business.
“The right data, delivered to the right people at
the right time to inform better decisions, enables
collaboration and remote work and saves cost

by simplifying processes,” Forster says.

No Off-the Shelf Solution

Forster emphasizes that while FMCGs no lon-
ger have to compete for shelf space, there is no
off-the-shelf solution to build a smart factory
and deploy digital tools. “A smart factory is
created by a unique set of investments in the
most appropriate set of enabling technologies
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for a company’s specific situation, performance

challenges and business objectives.”

“T'echnology does present pitfalls,” Forster
cautions. “It’s easy to have unrealistic expecta-
tions, over-build solutions that waste time and
resources instead of implementing simpler solu-
tions that can deliver immediate results. There’s
also the danger that if you fail to involve your
people properly, or select a partner that doesn’t
really offer a digital portfolio that’s right for
your business model, you’re going to have sig-
nificant issues rising to the challenges of digital
transformation.”

FMCGs are redefining relationships and

building opportunities online. New online sales
and distribution models complement, in some
cases replace, traditional retailer relationships.
And there 1s the potential for FMCGs to come

full circle.

Getting Back on the Shelf?

“One thing I haven’t seen and would like to
see achieved is an online recreation of the shelf
buying experience,” Forster says. “Sure you can
compare items online, but there’s nothing out
there like a digital representation of shopping in
a physical store, where you can actually look at
multiple brands and see which one really catch-
es your eye. That could be the next evolution in

digital innovation.”

Whatever the future holds for both emerging

Y
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and established brands, data-driven agility is
key to achieve continuous and sustained com-
petitive advantage. Knowing how to anticipate
and exploit constantly changing opportunity
demands entirely new digital skillsets and strat-
egies. Such skills are not always inherent to an
FMCG’s core competencies.

Which is why Forster emphasizes, “Atos part-
ners with FCMGs to help ensure the design
and execution of digital strategies are focused,
adaptive and fine-tuned to achieve business
objectives.”

For a more in-depth discussion of how FMCGs
are grappling with the new retail reality, please
refer to a recent Atos whitepaper authored by
Forster, How FMCG Can Win in a Virtual
World.
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