COVID-19
Response Planning
Playbook on Retail Operations for RCC Members
EDITION #1: MAY 2020

The following document has been prepared to provide members of the Retail
Council of Canada a perspective on practices observed from retailers around the
world on operating their business during the COVID-19 pandemic.
We have compiled these materials through a scan of practices observed from
companies in countries that have started to emerge from the government
imposed restrictions on the essential, non-essential and restaurant sectors.
These materials are intended to provide you with a framework for key
considerations and relevant global best practices as you operate your business in
today's challenging environment.

Context for this
document

These are not intended to be legal advice or to replace local health and
government guidelines. The COVID-19 crisis is rapidly evolving and there are
different considerations for retailers in different regions and sub-sectors of the
retail industry. Readers should consult the applicable laws & regulations, and
guidelines issued by federal & provincial health and labor authorities, to make
the best decisions for their respective businesses.
Where feasible, sources & links have been provided & identified but,
given the rapidly changing environment, sources are not possible for all
statements. Members should perform their own research before executing
any measures herein.
This is a non-exhaustive document and the Retail Council of Canada is keen to
solicit your feedback on additional topics that may be relevant for your business
for future iterations of this playbook.
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What this document is

What this document is not

A framework of key issues to consider as
retailers prepare to operate within the
ongoing COVID-19 pandemic environment

An exhaustive list of all issues that
retailers may face in the current
environment

Examples of practices observed from
retailers across various sub-sectors
around the world

Legal advice on practices businesses
should follow. Please consult appropriate
legal channels, Health Canada or other
RCC resources on appropriate guidelines

Key issues to consider in implementing
examples from other regions/countries
and sectors

Tactical advice on how to implement each
potential action. Local realities in each
region will dictate what is actionable
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Playbook for retail re-entry: Retail operations
Note: This is 1 of 6 Chapters produced by the RCC to support members in COVID response planning
Focus of this
document

Customer health &
safety

Employee
wellbeing

Ensure customers
are & feel safe
while shopping

Keep employees
safe & healthy

Customer screening
Social distancing
Checkout & payment
Store cleanliness

• Protective equipment
• Confirmed case
response
• Employee testing

•
•
•
•

Retail operations

Merchandising &
marketing

Store network &
channel

Finances

Continue to deliver
product & operate
stores

Provide relevant
offering, given new
context

Adjust to new
demand &
operating needs

Maintain balance
sheet to fund
operations

• Product offering /
assortment
• Pricing / promo /
markdown
• Advertising & comms

• Store network
• Omnichannel
capabilities &
fulfillment
• Returns management

• Supply chain mgmt.
• Inventory mgmt.
• Store operations

• Rationalize expenses
to new op. model
• Cash / liquidity
management
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1. Supply chain management
• Stabilize supply & adapt to new demand
Manage
inflow of
products

Retail
Operations:
Three key
priorities for
retailers

2. Inventory management
• Keep relevant items in stock while
minimizing waste

3. Store operations
• Flexibly manage operating processes,
including labour & operating hours, while
demand remains uncertain

Determine
re-opening
approach
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Supply Chain

Supply chain management:
Six practices leading global retailers are pursuing in response to COVID-19
Applicable to:

Develop new
relationships

Manage
existing
relationships

Assess and
reduce risk

Essential
1

Conduct supply-chain risk-assessment: Degree of impact of COVID-19 to the
supplier and criticality of supplier to retailer's business

2

Develop critical materials list and ensure availability

3

Encourage safety practices within production facilities & supply chain

4

Where possible, partner with suppliers to source stock from less affected areas

5

Support small suppliers with flexibility in payment arrangements

6

Develop new supplier / distribution partnerships – and leverage capacity from
adjacent businesses

Non –
essential

Restaurant
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1

Conduct supplier risk assessments and coordinate response

Supply Chain

Context
• Even as Canada's economy begins to re-open, there are several factors that will continue to cause stress to supply chains for retailers and restaurants
• Until there is a vaccine available, there is potential for a resurgence of cases for COVID-19 and ensuing closures of segments of the economy, which can
impact retailers and their supply chains
• Different countries globally are at different stages of re-opening post COVID-19 and this may impact shipments from foreign suppliers (including both
final goods and inputs for future assembly)
• Critical for retailers to perform a risk assessment on the supply chain as a first step and then define appropriate actions for each supplier

Three step approach to managing supply chain risk from COVID-19
B

A
Initial risk assessment of suppliers

C
Assess necessary action by supplier

Anticipate changes in risk profile

Understand vendor criticality and
potential impact from COVID-19

Take action by supplier to ensure supply
chain continuity through the crisis

Monitor leading indicators to anticipate
changes in risk profile

Two dimensions
• Business criticality: Importance of the vendor
to ongoing operations
• Impact of COVID-19 on vendor: Degree to
which vendor is affected

Identify vendors which pose the highest risk and
assess appropriate actions including:
• Sourcing from alternative suppliers
• Renegotiating contracts
• Supporting vulnerable suppliers, etc.

Identify and routinely track relevant metrics as
leading indicators for supplier health:
• Geo-specific factors
• Supplier financial stability
• Suppliers business operations, etc.

Details on next page

Covered in subsequent parts of this playbook
(Tactic 4, 5, and 7 in this section)

Routinely reassess supplier risk and necessary
actions as the crisis evolves
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Supply Chain

Supplier Risk Assessment: Two factors to assess risk - impact of COVID-19 on
the supplier and criticality of supplier to retailer's business

A

Prioritize for
direct intervention
and support

Highly
Impacted

Placement on the matrix determined by:

Degree of impact
of COVID-19 to supplier

Degree of impact of COVID-19 to supplier
• Supplier financial stability

Active monitoring and
source for alternatives

• Geo-specific factors related to suppliers location
• Operational set-up of supplier's production facilities
• Other downstream factors that impact supply of
goods
Details on next page

Monitor supplier

Business criticality factors

Minimal
impact

• Concentration of volume with this supplier
• Products ordered (key products vs. non-critical)
Not
critical

Business criticality of supplier

Very
critical

• Impact on operations with lack of supply
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A

Deep-dive: Considerations for supplier-specific risk assessments

Consideration

Key question to
assess

Supply Chain

Key indicators (non exhaustive)

Financial
stability

Is supplier at risk of financial
distress?

• Early payment-request and shorter DSO
• Access to local stimulus packages
• Debt-equity-ratio, credit rating, share price, etc. (if public)

Geo-specific
factors

Is supplier at risk due to
COVID-19 impacts in their
region?

•
•
•
•

Number of COVID-19 cases per country/region
Political & regulatory scenarios
WHO "score" on pandemic epicenter
Governmental stimulus and support for the economy

Operational
set-up

Are supplier plants and
shipments at risk of
disruption due to COVID-19?

•
•
•
•

Labour intensity & factory set-up (i.e. likelihood of COVID disruption in plant)
Stock level & production capacity utilized
Length of time of local shut-down
Stability of sub-tier value stream

Downstream
factors

Will other international
complexities affect logistics?

•
•

Globalization of supply chain (incl. transport and logistics)
Country border closures & levels of outbreak
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Develop critical materials list & ensure availability

Supply Chain

Context & rationale:
• In the event of a supply chain disruption, certain goods (either products sold in store/restaurant or
products that support operations) have a disproportionate impact on the ability of retailers to
continue to operate the business profitably and safely
• Critical for retailers to know key materials for their business that should be prioritized and to
continue to track risk against these items
• Likely that suppliers of critical materials will be at-risk, due to demand from across the industry
• Note that retailers may classify critical materials differently: e.g. staple foods within a grocery
store, vs. core ingredients such as flour and olive oil in a restaurant

McDonalds (Canada):
Importing beef in preparation
for meat shortages

Examples:
•
•

Amazon (North America): Prioritized medical supplies, groceries, household staples, and other
essential products; suspended shipments of nonessential products to its warehouses
McDonalds (Canada): Importing beef from the US due to ongoing capacity shortages in Canada
(Link)

Execution considerations:
• Use supply chain risk assessment and critical materials list in parallel – e.g. item supply stable at
present, but continue to monitor given criticality of item
• Where practical, consider increasing inventory levels for critical materials, placing orders to
suppliers farther in advance, and identifying alternate suppliers
• Ongoing decision to remain open may be in part dependent on availability of cleaning and
sanitizing supplies, as well as protective equipment such as masks and gloves
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Encourage safety practices within production facilities & supply chain

Supply Chain

Context & rationale:
• To minimize the risk of disruption to supply chains, critical that internal production facilities and
suppliers are aware of and follow safety precautions as they relate to COVID-19
• Different regions may have different COVID-19 guidelines and production facilities / suppliers may not be
aware of best practices to limit the risk to their business during the epidemic
• Sharing and setting expectations for additional safety will help to minimize supply chain risk – and keep
employees safe across the board

LA Apparel (US): Sewing stations
at manufacturing facility moved
six feet apart (Link)

Examples:
•
•
•

Hickey Freeman & Los Angeles Apparel (US): Reopened apparel manufacturing facilities under social
distancing guidelines to produce face masks (Link)
Warby Parker (US): Redesigned production facility so that equipment is farther apart, divided workers
into two separate teams that do not interact and use different entrances, temperatures taken upon
entry (note Warby Parker is vertically integrated, and owns its production facilities) (Link)
Everlane (US): Requires suppliers' factories all have paid sick leave, employees required to stay at
home if unwell; each factory has hygiene measures incl. sanitizing stations at each workstation, temp.
checks, and employee education on health and safety (Link)

Execution considerations:
• Factory layout & shift scheduling are two core issues:
– Layouts should be conducive to social distancing with processes and roles adjusted to accommodate
new setup (e.g. single worker performing a full step in the process, vs. multiple workers)
– Labour schedules should be adjusted to ensure higher safety for workers on factory floors
• Clearly delineate between a) expectations for supplier safety and b) suggested best practices when
communicating
• Extend practices to intermediaries between retailer & supplier (3PL, distributors, etc.)
11
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Partner with suppliers to source stock from less affected areas
Context & rationale:
• Different countries are experiencing different levels of spread of COVID-19 and economic shutdown
• Business continuity relies upon a predictable supply of goods – necessitating shifts away from risky
suppliers / locations towards safer ones
• Two main approaches seen: 1) source stock from local areas to minimize transport/logistics risk and
2) source from less affected regions / countries to reduce risk of plant shutdowns

Supply Chain

Freightera (North America): Local
sourcing interface; currently working
with BC government to provide medical
equipment (Link)

Examples:
•
•
•
•
•

Dixons Carphone (UK): Partnered with suppliers to source stock from un-affected areas (Link)
Inditex (global): Leveraged near-shore production facilities in countries not yet under lock-down
(e.g., Turkey, Morocco, Tunisia, Portugal)
Kering (France): Re-allocated stock to other regions to avoid overstock
Freightera (North America): Developed online 'local sourcing marketplace' to help manufacturers,
distributors, and retailers affected by shipping delays (Link)
Retailers (North America): Many retailers are considering near-shoring key supplies to reduce
reliance on long distance product shipments (Link)

Execution considerations:
• Understand which goods are particularly at risk and develop contingency plans
• Use critical materials list to first target most important items and keep roster of secondary suppliers
in case primary suppliers are unable to provide supply
• Proactively engage large suppliers to understand their current assessment of supply chain risk –
including transport / logistics
• Monitor global development of COVID-19 to understand which regions continue to see impacts
12
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Support small/vulnerable suppliers

Supply Chain

Context & rationale:
• Lower demand at retailers has equated to increased uncertainty for upstream suppliers – as they are affected by lower volume of orders and outright
cancellations
• Many suppliers lack the balance sheet capabilities to sustain an extended disruption to operations
• Suppliers in countries with limited or no government stimulus for COVID-19 are particularly impacted
• Given differences in payment terms, some requiring completion of shipment of goods, small suppliers and those in developing countries are especially
at risk (Link)
• Stabilizing supply chain may involve supporting these types of suppliers with accelerated payments or other mechanisms
• Note: Small/vulnerable suppliers can take a variety of forms – e.g. third-party cleaning staff (indirect procurement), freight providers, facilities
management

Examples:
•
•
•

Morrisons (UK): Introduced immediate payments to support smaller suppliers, re-classified small suppliers from £100,000 sales/year to £1,000,000
sales/year (Link)
Sainsbury’s (UK): Committed to paying smaller suppliers immediately; giving its 250 tenants and concession partners the option to pay rent on a
monthly rather than quarterly basis (Link)
Walmart (US): Improved Supply Chain financing program, which helps qualified suppliers get payments faster (Link)

Execution considerations:
•
•

Develop clear view of own business (e.g., cash and receivables position) before deciding if accelerated payments to select suppliers are possible
Determine clear criteria for which suppliers are most critical and at risk (e.g. priority goods, size of supplier, other supplier obligations, potential for
closure, etc.) and then decide on appropriate action based supplier
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Develop new supplier partnerships

Supply Chain

Context & rationale:
• Several potential reasons to establish new supplier relationships, such as: global supply
shortages, reducing risk through diversification, re-shoring to reduce lead-times, negotiating
leverage with existing suppliers, etc.
• Creating supply chain redundancies can benefit essential retailers in particular

Sobeys (Canada): Developed supply
partnerships to quickly source plexiglass
shields for checkouts

Examples:
•
•
•
•

Sobeys, Loblaws (Canada): Developed supply partnerships to source plexiglass shields for
cashiers (Link)
Kings Food Markets (US): Added more than 50 new supplier and distribution partners since
mid-March to deal with shortages (Link)
Mark & Spencer (UK): Increased focus on sourcing from local UK suppliers, committing to
sourcing all its beef from 5,000 UK farms (Link)
Other retailer tactics: Minimized transportation needs/risk factors by choosing sources of
supply close to distribution center, quickly moving on to secondary suppliers if primary seem
unable to deliver

Execution considerations:
•
•
•

COVID-19 crisis has resulted in excess capacity in adjacent sectors, some of which can be redirected to other retailers (e.g. restaurant vendors now supplying grocery stores, contract
office cleaners)
Consider developing criteria for selecting new suppliers based on business needs, including
learnings during COVID-19 crisis
Establish expectations upfront - partnerships may be a short term stop-gap, or a long term
commitment
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1. Supply chain management
• Stabilize supply & adapt to new demand
Manage
inflow of
products

Retail
Operations:
Three key
priorities for
retailers

2. Inventory management
• Keep relevant items in stock while
minimizing waste

3. Store operations
• Flexibly manage operating processes,
including labour & operating hours, while
demand remains uncertain

Determine
re-opening
approach
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Inventory management:
Six practices leading global retailers are pursuing in response to COVID-19

Inventory

Applicable to:

Anticipate and prepare
for new normal

Address immediate
challenges

Essential
1

Place per-customer limits on high-demand items

2

Determine plan for perishable inventory / seasonal stock

3

Renegotiate orders, including cancelations where necessary

4

Leverage shelf-ready packaging to reduce handling on inventory & re-allocate
in-store labour

5

Develop demand forecasts for 'new normal' consumption patterns

6

Adjust lead-times for replenishment planning (vs. JIT inventory)

Non –
essential

Restaurant
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1

Per-customer limits on key items
Context & rationale:
• Essential retailers such as grocery stores and pharmacies may continue to see
surges in demand for certain items as COVID-19 crisis progresses
• Empty shelves in grocery stores / pharmacies can also lend to a sense of panic
among consumers – increasing the benefit of inventory planning and creating a
sense of fairness amongst customers with product purchase limits

Inventory

Costco (US): As of early
May, Costco placing limits
on meat purchases (Link)

Examples:
•
•
•

Lowe's and Home Depot (UK): Limits on number of high-demand items per
customer (e.g., face masks, hand sanitiser, cleaning supplies) (Link)
Sainsbury's (UK): Customers limited to 3 per item any grocery product and a
maximum of 2 for most popular products including toilet paper, soap and UHT
milk (Link)
Costco & Kroger (US): In early May, both retailers limited meat purchases to 3
per person – responding to a meat shortages (Link)

Execution considerations:
• Maintain close communication with key suppliers to understand upcoming
shortages and shipment delays
• Retailers are closely monitoring out-of-stocks to update list of fast-moving items
• Many retailers put per-customer limits on items which are in short supply such as
sanitizing supplies and 'stock up' items (e.g. toilet paper, canned goods)
• Retailers should consider coordinating customer limits within point of sale
systems and ensure store staff are trained on new policies; all communications
should emphasize policies are being implemented in an effort to be socially
responsible
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2

Determine plan for perishable inventory - grocery / restaurants
Context & rationale:
• While the initial surge of COVID-19 has passed, as with the initial closures of restaurants / non
essential retail, uncertain demand going forward may lead to occasional oversupply
• For grocery stores, sustained demand for non-perishables may not boost demand for fresh produce –
and significant quantities of farmed products have already gone to waste (Link)
• In many cases, businesses have elected to use their excess perishable inventory to benefit the
community around them – or have simply discounted them heavily

Inventory

Restaurant supplier (US): Sold
$100K in perishable inventory in
food boxes to local community &
donated to nonprofits (Link)

Examples:
•
•
•
•

Anton's (US): Offered dollar menu for perishable items close to expiry and sold out their inventory
before closing (Link)
Fat Rice (US): Provided meal kits to newly out-of-work service industry workers (Link)
Xi’an Famous Foods (US): Donated to food recovery non-profits (Link)
Jose Andres (US): Temporarily converted restaurants in Washington D.C. and New York City into
community kitchens offering affordable takeout (Link)

Execution considerations:
• Typical options seen amongst retailers: liquidate (via direct sales of inventory), shift offering
(incorporate into recipes or meal kits), or donate
• Upstream suppliers such as produce / dairy farmers likely to be holding excess supply as well
• If re-opened and experiencing excess inventory of perishable ingredients, one potential option to
consider is limited-time menu offerings to use up the ingredients
• If not fully re-opened, considering assessing cash position and other liabilities as factors for deciding
on disposal of perishable inventory
18

2

Determine plan for seasonal inventory – Non-essential retail
Context & rationale:
• Fashion retailers and durable goods retailers holding significant inventory of Spring/Summer 2020
assortment given store closures
• Many retailers are now expecting receipt of orders for the fall/winter season and must determine a
plan of action for existing inventory
• Several potential options for retailers: extend spring/summer selling season, re-allocate stock to
future seasons (if goods are suitable and space available), shift inventory to off-price channels /
retailers, or heavily discount merchandise to offload before next season begins (with possible
cannibalization risk)
• Below examples cover the discounting approach

Inventory

Debenham's (UK): New
items on 30% discount

Examples:
•
•
•
•
•
•

Zara (US): Offered collection items in its 'special prices' section, including items not usually included
Debenham's (UK): Sales of up to up to 70% off
Pimkie (France): 50% off everything
Mango (Spain): Up to 50% off
Nike & Adidas (US): Discounting ~40-42% (vs normal 15%)
Li Ning (China): >35% (vs normal 20-25%)

Mango (Spain): 50% off
sale, on new collection

Execution considerations:
• Several factors to consider if deciding whether to liquidate via deep discounting: cash flow, warehouse
space, brand equity, competitor responses, ability to sell in future seasons, etc.
• Deep discounting or liquidating stock via off-price channels also a preferred option for some retailers,
particularly in cases where warehouse and in-store space are limited
• In effort to avoid brand dilution, some retailers may consider extending current season and reallocating stock to future seasons (covered in more detail in later section of playbook)
Note: Specific tactics to handle seasonal assortment (vs. inventory) included in the
Merchandising & Marketing playbook.
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Consider renegotiating orders, including cancellations where necessary
Context & rationale:
• For many retailers, pre-COVID contracts no longer reflect businesses' needs in the new reality
• COVID-19 related lock-downs and economic uncertainty have decreased demand and, concurrently, impacted
interactions with suppliers
• Many retailers are struggling to honour contracts without putting the rest of their operations in jeopardy,
and, as a result, many are working with their suppliers to change terms of contracts
• In addition, given lower demand, many retailers are no longer able to meet minimum order quantity
requirements with suppliers

Inventory

Primark (UK): Cancelled new
supplier orders, but announced
commitment to pay suppliers
for existing orders (Link)

Examples:
•
•
•
•
•
•

Magazine Luiza (Brazil): Renegotiating contracts with suppliers (Link)
Various apparel retailers (UK): Extending payment terms to suppliers, from approx. 60 days to 120 days
(Link)
New Look (UK): Cancelling all orders where ownership hadn't been taking (without compensating for deposit
or raw materials) (Link)
Primark (UK): Stopped placing new supplier orders, though it is upholding past agreements (Link)
Gap (US): Cancelled summer and fall orders from suppliers, asked suppliers to stop shipping orders (Link)
Restaurant chain (North America): For franchisee orders, reduced minimum order quantities, introduced
smaller packaging (e.g. 1 l gallon vs. 5 gallon) and more frequent replenishments

Execution considerations:
• Long-term planning mechanisms, such as auto-replenishment and large orders for future seasons, may result
in excess inventory and should be addressed first
• Retailers should consider long term impacts of cancelled or changed agreements on their supply chain as well
on the suppliers themselves. Cancelling orders may lead to financial distress for the suppliers and impact the
workforce producing the goods (Link; Link)
• In all instances, consider legal advice before any decisions and consider working with suppliers directly on a
mutually-beneficial arrangement given they too are often facing duress during these times
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Shelf-ready packaging

Inventory

Hudson's Bay (Canada):
Tops shipped from
vendors on sized hangers

Context & rationale:
• Many retailers are moving to leverage shelf-ready packaging in
an effort to shift some of the workload for shelf-stocking further
up the supply chain and to reduce unnecessary labour
• Several benefits of leveraging shelf-ready packaging: reducing
in-store labour time, increasing safety (less physical interaction
with goods), increased storage space in back-of-house, etc.
• For grocery stores in particular, shelf-ready packaging provides
additional benefit of demonstrating availability to customers

Examples:
•

•

Grocery stores (Canada & globally): High-demand items
merchandised directly in pallets and in shelf-ready packaging to
demonstrate plentiful availability to customers, especially
during panic-buying period
Department stores (US/Canada): Pre-tagged garments on sized
hangers, to simplify shelf stocking and customer shopability

Coles (Australia): Shelf-ready
packaging & in-aisle pallets

Execution considerations:
• Shelf-ready packaging may be leveraged by both essential and
non-essential retailers to reduce labour and simplify customer
shopping experience
• Delivery to stores in non-essential retail can be further
simplified by organizing by department or class, shifting labour
to distribution centers
21
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Inventory

Forecasting demand and building a new baseline

A

Prior forecasts no longer directly
applicable in the new normal
Category demand shifts
Change in demand as different categories see
different recovery trends
Channel shifts
More online/pick-up sales and related change
in basket shape (e.g. reduced impulse buy)
Intra-category shifts
Trend towards bulk, value brands and
packaging given economic uncertainty
Regional disparity within the country
Virus progression differences within country,
different re-opening timelines, etc.

B

Individual categories will exhibit
different trends going forward

C

Forecasting capabilities must be
rebuilt from ground up

As store start to re-open, important to
understand that not all categories will
exhibit the same recovery trend

• In the 'new normal' retailers must re-build
forecasting capabilities to predict demand
changes based on new variables

Broadly four recovery archetypes expected:
• V-shaped: Categories that recover back
to normal
• U-shaped: Slow, but expected recovery
as stores re-open
• L-shaped: Demand does not recover for
a long period
• ∆-shaped: Early demand spikes fall
below pre-COVID

• Observed practices are to start manually,
then iterate to build automation and
finally to leverage advanced analytics to
incorporate real time changes in demand
drivers

Details on next page

Details on following pages

• Leverage category trends & archetypes
from other countries further along the
recovery curve (e.g. China, S. Korea) into
forecasts where possible1

1. Tools such as BCG's Demand Lighthouse are designed to accelerate redesign of category forecasts in light of COVID-19, leveraging a set of prexisting international examples/archetypes as well as country specific epidemiological and macroeconomic scenarios/forecasts.
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B

Inventory

Categories will behave differently as crisis continues

A few common archetypes expected, although degree & duration of demand swings will vary within

V-Shape

U-Shape

Crisis
Demand

L-Shape

Crisis

Crisis

Demand

Time

∆-Shape
Crisis

Demand

Time

Demand

Time

Time

Demand stays constant, but
faces channel constraints that
when unlocked drive a 'spike'

Demand is reduced, but likely
to increase as interventions
are gradually reduced as
retail begins to open

Demand is reduced and facing
longer-term government
intervention and / or
consumer behavior challenges

Demand drops well below preCOVID-19 levels as consumers
work through excess supply
from panic buying

E.g. Automotive parts

E.g. Apparel

E.g. Luggage

E.g. Canned goods
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Inventory

Re-building forecasting capabilities will require responding
to shifting customer demand
Forecasting tools will need to be rebuilt from the ground up
Start manually | 2-3 wks
Start with a manual forecast based on scenarios and
rapidly changing demand, leveraging
pre-COVID data as a guideline

Iteratively build automation | 2-8 wks
Automate key components of your forecast using the new
post-COVID baseline, but maintaining flexibility

Implement next gen AI | 2-6 mths1
Leverage period of transformation to incrementally
implement AI based forecasting solutions that respond to
rapidly changing demand

Decide where historical data/trends are
helpful, and where they are not
E.g. Pre-COVID substitutability might be
relevant, Pre-COVID volumes likely not

Key lessons from other
retailers globally
•

Scrutinize forecasts
from current tools or
based on historical
data

•

Quickly build a new
baseline you can rely
on to start automating

•

Focus on flexibility;
responsiveness is most
important

Aim for flexibility
Given the challenge of forecasting in a
volatile environment, build for flexibility
and responsiveness

Build a future proofed system
Take into account degree of consumer
shifts and experience from countries
further along in recovery (e.g. China)

1. Tools such as BCG's Demand Lighthouse are designed to accelerate redesign of category forecasts in light of COVID-19, leveraging a set of preexisting international examples/archetypes as well as country specific epidemiological and macroeconomic scenarios/forecasts.
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Forecasting demand during COVID-19: A simple framework

Inventory

Retailers should differentiate change in supply from change in demand; estimate each independently

Forecast period

Sales
6

3

x%

4

1

First: Estimate future sales given today's depressed levels
• How are sales today relative to this time last year (x)?
• If this same change occurred at the future point what would sales be?

2

Supply-side: Adjust future sales to account for return to historical supply as stores reopen
• What would future sales be if supply is restored (i.e. brick and mortar stores open)?
• Anticipate essential products will see a more material increase in demand (relative
to discretionary) when supply constraints lift

3

Demand-side: Adjust future sales to account for anticipated change in underlying
consumption
• How will the demand for the category change during & as a result of the crisis?
• Will the category see a V, U, L or Δ recovery?
• How long will it take the demand to return to the old baseline? If ever?

2
1

2

0

E.g. stores
reopen

Jan
Last year

This year (actual)

Dec

Final forecast
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C

Examples: Forecasting demand during COVID-19
Illustrative example #1: Demand for automotive parts

Forecast period
Sales

1

Sales are currently 40% of last year. Estimate sales in forecast period to be 40% of same
time last year (e.g. forecast Sep'20-Feb'21 to be 40% of Sep'19-Feb'20).

2

Adjust sales for store re-open. Sales expected to increase as consumer use of cars
increases & comfort with visiting stores rises.

3

Adjust sales for demand. Extended period of reduced access results in pent-up "V-shape"
recovery, resulting in a temporary increase in demand above historic levels before
resettling to a new-normal slightly below historic average (accounting for long-term
reduction in automobile use/increased work-from-home).

6
40%

4
2
0

E.g. stores
reopen

Jan

Dec
Illustrative example #2: Demand for luggage

Sales
6
4

20%

1

Sales are currently 20% of last year. Estimate sales in forecast period to be 20% of same
time last year (e.g. forecast Sep'20-Feb'21 to be 20% of Sep'19-Feb'20).

2

Adjust sales for re-open. Sales not anticipated to change significantly given
discretionary nature of product and ease of access via online channel during crisis.

3

Adjust sales for demand. Dramatic reduction in travel reduces long-term demand for
luggage, sales anticipated to increase slowly only as air & cruise travel are
reinvigorated, resulting in "L" shape recovery.

2
0

Inventory

Jan
Last year

This year (actual)

E.g. stores
reopen

Final forecast

Dec
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Adjust replenishment lead times

Inventory

Context & rationale:
• Given the disruptions to supply chains globally, retailers must account for unpredictable
delivery delays, competition to procure goods, and other unknowns as they relate to their
ability to procure goods and receive shipments in time.
• This is especially relevant for restaurants and grocery stores, which must carefully time the
receipt of perishable goods relative to demand

The Hut Group (UK): THG, a major ecommerce player, has chartered their own
cargo aircraft to secure capacity (Link)

Examples:
•
•
•
•

Various suppliers (India): With country in lockdown, no work is being carried out in
sampling or production (Link)
Various retailers (global): Seeing increased shipping costs, given cancellation of passenger
flights, which carried significant air freight, and limited quantity of cargo jets (Link)
Columbia Sportswear (US): Impacted by factory closures and limited ability to source raw
materials on time (Link)
Various suppliers (Afghanistan): Shipments delayed due to understaffing of customs
offices, due to outbreaks of COVID (Link)

Execution considerations:
• While continuing to interact with suppliers as usual, retailers should consider including
additional buffer for unknowns in internal planning horizons, especially on fast moving
critical items
• Consequently, in order to preserve cash & optionality, retailers may want to consider
smaller more frequent "just-in-time" orders for non-essential and substitutable items given
reduced consumer expectations
• Where possible, retailers are leveraging COVID-19 experience to date from other sectors to
add nuanced view of which categories and critical items may experience greatest timing
risk
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1. Supply chain management
• Stabilize supply & adapt to new demand
Manage
inflow of
products

Retail
Operations:
Three key
priorities for
retailers

2. Inventory management
• Keep relevant items in stock while
minimizing waste

3. Store operations
• Flexibly manage operating processes,
including labour & operating hours, while
demand remains uncertain

Determine
re-opening
approach
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Store
operations

Store operations:
Five practices leading global retailers are pursuing in response to COVID-19
Applicable to:

Adjust
operating
procedures

1

Implement staged re-opening across store network to test business model

2

Continue to re-evaluate operating hours vs. pre-COVID baseline

Adapt the
workforce

Essential

3

Design flexible labour model – re-define role scope, cross train, and develop
tactical demand-based guardrails for managers to flex labour

4

Split workers into distinct shifts to minimize labour risk (e.g. 'A' and 'B' groups)

Non –
essential

Restaurant
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Implement staged re-opening across store network to test business model
Note: This topic considers how to reopen your store network, for questions on which stores to re-open
when please refer to the "Store Network & Channel" playbook

Context & rationale:
• Significant unknowns around customer demand, especially for non-essential goods and restaurants,
and around true costs associated with re-opening
• New work processes will need to be defined, within context of distancing, supply and other
operational constraints

Pret A Manger (UK):
Re-opened store, with limited
menu & safety measures (Link)

Examples:
• McDonald's (UK): Stores selected to develop trial re-opening approach, which remain closed to
customers, and are used for "operational tests" only (Link)
• Greggs (UK): Re-opened 20 of 2,000 bakery locations as part of "controlled trial" – though no
customers will be allowed inside until the chain can establish operational safety procedures; Phase
2 will involve opening an additional 700 locations (Link)
• Pret A Manger (UK): Tentatively restarted part of its business, with 10 out of more than 500 UK
outlets, and reduced menu for takeaway only (Link)
• John Lewis (UK): Implementing at least three stages of re-opening network: first will be stores
with large parking facilities, to reduce staff reliance on public transit; last will be stores in major
cities (London, Birmingham, Glasgow) (Link)
• Next (UK): Prioritizing stores in retail parks for first re-opening (i.e., with own parking facilities
and additional space) (Link)

Next (UK):
Plans to open large, out-oftown stores first (Link)

Execution considerations:
• Consider initial re-opening without customers to test/design new operational plans and safety
procedures
• Some retailers are starting with small scale trials (e.g., limited number of stores, across range of
formats, varying opening hours, and limited offering), then use learnings to determine number and
type of locations that can be re-opened profitably
• Retailers are planning re-openings in multiple phases, based on operational considerations and
potential profitability

30

2

Store
operations

Re-evaluate operating hours
Context & rationale:
• Many essential retailers have chosen to reduce operating hours, to allow for more time for
cleaning between shifts and breaks for staff
• Non-essential retailers and restaurants, too, may reduce operating hours to allow for gradual reopening, time for enhanced cleaning, and controlling labour costs given uncertain demand

Kutsam (Austria): Operating with 1
employee & shortened opening hours
due to low initial demand (Link)

Examples:
• Walmart (US): Stores and Neighborhood Markets open 6am to 11pm until further notice (typically
open 24 hours) to allow re-stocking of shelves (Link)
• Malls (United Arab Emirates): Regulations mandate malls can be open for a maximum of 10
hours per day (reduction vs. pre-COVID operations) (Link)
• Gap Inc. (US): Re-opening with reduced hours and actively monitoring the flow of customers in
stores (Link)
• Costco (US): As of the beginning of May, returning to regular operating hours (Link)

Execution considerations:
• Consider evaluating hourly customer traffic data during initial re-opening – are customers
concentrated in certain time periods? Are these during the workday, or early in the morning /
later in the evening?
• Delayed start-time could give employees time to commute, while avoiding potential surge times
for public transit
• Some small / specialized retailers are moving to appointment-only model
• Many retailers are considering continuously re-evaluating operating hours in the context of
emerging customer consumption patterns and store profitability
• Note: Shift to work-from-home has dramatically increased flexibility in shopping hours for many
consumers, flattening traditional traffic curves as consumers have more capacity & desire to
shift their visit to avoid peak traffic periods

Mango (multiple countries):
Limited opening hours during reopening in Europe to manage
'extraordinary' hygiene measures (Link)
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Deep-dive: Starbucks re-opening
(US)

Trusting the data
Starbucks ended March
with only ~45% of its
stores in the US
operating, while
practicing social
distancing (drive-thru
service).
Executives said Starbucks
will decide when stores
are ready to reopen based
on an analysis of:
• Customer frequency
• Local government
guidance
• Counties' rates of
infection
• Sentiment among
customers and
workers

Testing and learning
The company is taking a phased
approach to reopening, initially
with modified operations and
shorter operating hours.
Roughly 98% of Chinese locations
are operating under modified hours
with enhanced safety protocols
• Company predicts it will fully
recover by Q4
• These measures have been
successful in China and have
left the firm confident that it
will be able to open the vast
majority of its U.S. locations
in at least some capacity by
early June

Innovating their physical
space
Network and Operations
• New layouts and touchless
payment methods (App)
• Majority of stores will use
drive-thru only service

Commercial
• Efforts focused on mobile
ordering and pickup
• Complementary incentives
through Uber Eats and
proprietary App

Starbucks plans to
have 90% of its US
company-owned
locations operating
by June

People
• New trainings on updated
cleaning and safety policies
• PPEs and elevated cleaning
and sanitation procedures

Source: "Starbucks will bring back US marketing next week it reopens more stores", AdAge (April 2020); "Starbucks to rev up marketing as US stores gradually reopen",
Marketing Dive (May 2020); "How Starbucks plans to reopen 90% of stores by June and what the new normal for its coffee shops will look like", Business Insider (April 2020);
"Starbucks plans to reopen 90% of its company-operated stores by early June", CNN (April 2020).
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Design flexible labour model – incl. broadening scope of roles, cross-training
Context & rationale:
• Evolving consumption patterns as well as new safety requirements will necessitate new working model for retail employees – involving new
responsibilities and skills
• In-store staffing needs may be lower than pre-COVID for certain roles (e.g. fewer cashiers as some registers remain closed) or higher for others (e.g. instore employees to direct customers, re-stocking, extra cleaning, etc.)
• Certain categories will be in higher demand – requiring shifts in staffing levels for specific departments in larger retailers (e.g. cosmetics, fashion)
• Employee absenteeism is also a greater risk vs. pre-COVID levels, and employee agility can support business continuity

Examples:
• Cosmetics retailer (China): Trained 1,600 employees (formerly in-store associates) to host livestreams during shutdown – increasing sales by 45% vs.
prior year (Link)
• John Lewis & Waitrose (UK): Transferring 2,100 staff from non-grocery to grocery section of store (Link)
• Sainsbury's & ASDA (UK): Closed in-store cafes and delis to transfer resources to re-stocking shelves and delivery network (Link)
• Retailer (China): Re-organized supply and purchasing teams to expedite product time to market and onboard new suppliers; each supplier has a
dedicated buyer for essential products and have a leadership role involved in bringing new products onboard (down to 0.5 days)
• Bank of America (US): Re-allocated 3,000 employees into positions where they would be handling calls from consumer and small businesses (Link)
• Vuori (US): Re-deployed in-store associates to marketing, customer service, and product, and provided training modules (Link)

Execution considerations:
• Many retailers are re-thinking store operations and re-designing staff schedules & roles
• As the situation is not static, retailers should invest in building transparency into staffing & store traffic by the hour, and build schedules & roles to
provide flexibility to adjust accordingly as the recovery unfolds over time and differently by province
• Many retailers designing tactical guardrails and thresholds to guide store managers on how to think about staffing (e.g. based on foot traffic to stores per
hour, sales per period, scope of tasks taken on by staff)
• As roles are changing, retailers should consider developing detailed training programs and standard operating procedures for employees and managers,
especially covering safety, cleaning, PPE, etc.
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Split workers into 'A' and 'B' groups
Context & rationale:
• Workforce continuity is key to resuming 'business as usual' operations – both for customer-facing
workers and those in production facilities
• Given the high transmission risk of COVID-19, some retailers have chosen to reduce risk by
splitting workers into distinct shifts – with no overlap with one another – so that if there is an
outbreak in one group, the other group will be able to continue to work

Examples:
•
•
•
•
•
•

Warby Parker (US):
Workers split into A & B
teams with no interaction
with each other

Restaurant (Hong Kong): Testing strict A and B shifts to minimize risk of transmission (Link)
Warby Parker (US): Workers are split into two distinct groups at the production facility – the
groups have no interaction with each other, and access the facility via separate entrances (Link)
Amazon (US): Staggered beginnings of shifts and breaks to minimize proximity (Link)
Schools (Denmark): Primary school classes have been split into multiple groups, with each
small group staying with a teacher for the full day rather than rotating (Link)
Ford, GM, FCA (US): Implemented rotating shifts in production plants before shutdown (Link)
Deutsche Bank (Germany): Operating globally in split teams as of mid-March in response to rise
in confirmed infections (Link)

Execution considerations:
•
•
•
•

Retailers should consider that this model may increase costs as more employees may be needed
and model will reduce flexibility for employees
Many observed models for implementing A/B system: working in distinct shifts, alternating days
of work, simultaneous work but implementing physical barriers in the business, etc.
Retailers should consider full cleaning of communal areas after each shift to reduce the risk of
infection
Consider developing back-up plans to hire additional workers in case one 'team'
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The situation surrounding COVID-19 is dynamic and rapidly evolving, on a daily basis. Although we have taken great care
prior to producing this presentation, it represents a view at a particular point in time. This presentation is not intended
to: (i) constitute medical or safety advice, nor be a substitute for the same; nor (ii) be seen as a formal endorsement or
recommendation of a particular response. As such you are advised to make your own assessment as to the appropriate
course of action to take, using this presentation as guidance. Please carefully consider local laws and guidance in your
area, particularly the most recent advice issued by your local (and national) health authorities, before making any
decision.
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