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COVID-19 pandemics as a society-changing event

Crick & Crick, 2020:;
Jorda et al., 2020; Nicola
et al., 2020; Verma &
Gustafsson, 2020;
Berezka et al., 2021

Baker et al., 2020;
Cacciapaglia et al., 2020;
Chang et al., 2020;
Chohan 2020; Gossling

et al., 2020; Romagosa,
2020; Sheresheva, 2020;
Vidya & Prabheesh, 2020

Mastropietro et al., 2020;
Poljasevic¢ et al., 2020,
Kuckertz et al., 2020; Le
et al., 2020; Ximeng Ye,
Sheresheva, 2021

» The COVID-19 pandemic is a society-changing event
that can have a profound long-term impact on all aspects
of life

» The effect of COVID-19 can be different depending on
the country specifics

* Markets badly hit by the COVID-19, the impact is
unprecedented and devastating

 Well-established, often cross-border value chains ruined
- a dramatic situation of “an aggregate supply shock
resulting from contagion containment measures with
restrained demand and mobility

« Emergency measures to protect local firms are in place
in most countries since spring 2020

« Each country implemented different measures to contain 5
the COVID-19 pandemic — different results



Influence of the COVID-19 pandemic on business

Shifts in
consumer
behavior?

Business
Sharp reduction models changes
of demand* of economic

actors?

Additional costs Extreme

to follow health financial fragility
standards* of SMEs3

1 Donthu & Gustafsson, 2020
Fetzer et al., 2020
Laato et al., 2020
Sheth, 2020

2He Wen Long & Wu Jian
Feng, 2020

Priyono et al., 2020
Ritter & Pedersen, 2020

3 Amankwah-Amoah et al.,
2020

Dafny, et al., 2020
4 Parker, 2020
Wang et al., 2020



Influence of the COVID-19 on consumer behavior

Kim et al., 2021

Ding & Li, 2021
Heinonen & Strandvik,
2020

Hall et al., 2020
Islam et al., 2021
Naeem, 2021

Peng & Chen, 2021
Yost & Cheng, 2021

Food delivery

Troise et al., 2020 service

Kirk & Rifkin, 2020 Retalil

Service innovation
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Changed consumption patterns

» People are responding to the pandemic in a variety of ways of behaviors and

purchasing habits

« Since many had to face loss of revenue or job loss, not everyone was able to

spend money at all

* According to Accenture COVID-19 Consumer Research (2020):

« consumers have become
centered on the most basic
needs such as hygiene, cleaning
and food products

« consumers worldwide shift to
value-based purchasing.
Meaning that they try to obtain
the maximum value for the
money spent

« atrend to more conscious
consumption can be identified.
Consumers are more mindful,
want to limit food waste, are
striving to buy more sustainable
options

Growth of average spending per month

Agro Food and Beverages
I Pharmaceutical/ Health
Media & books (both digital and physical)
28° Digital entertainment
Education and online courses
Cosmetics & Personal care
Tools, gardening & do-it-yourself

Fashion and accessories

-48% ICT/electronic goods

| Home furniture & household products

Tourism/Travel, e.g. hotel bookings, flight tickets, etc.

Source: UNCTAD and NetComm Suisse eCommerce Association



Changed consumption patterns

* Whether it is because people were
unable to visit physical stores or Retail and online shopping (Amazon & Ebay)
seeking to protect themselves against 50- tockiomn et 28 ek eafon 156 |
perceived threats of visiting a store,
consumers behavior shifted from
shopping offline to shopping online
(Youn et al., 2021)

* According to Forrester Consulting and
Bloomreach study:

*  90% of respondents said there are
avoiding physical stores, adjourning O Rotail
non-necessary purchases, and are = & Online shopping i
trying to or solely buy online ~100- . . . , -

«  46% of the brands were able to n feo Ma A M o
increase online sales Week

« another 32% of the brands say their

eCommerce was crucial for surviving Average weekly expenditure
in the COVID-19 period Source: (Hacloglu et al. 2020)

Percent change (yoy)

“During the pandemic, online consumption habits in Brazil have changed significantly, with a greater proportion of 11
internet users buying essential products, such as food and beverages, cosmetics and medicines”
Alexandre Barbosa, manager of the Regional Center of Studies on the Development of Information Society (Cetic.br)
at the Brazilian Network Information Center (NIC.br). https://unctad.org/fr/node/28850
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Online value share growing
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« The pandemics has accelerated E-commerce growth in almost all markets. An additional 5% of
global households bought their grocery shopping online at least once online in 2020 — which is
equal to an additional 67m households. In 2019, eCommerce represented a 4.9% share of
grocery shopping, in 2020 with a growth of 45.5% this increased to 6.5% of global grocery sales

« For comparison, E-commerce growth in 2019 was 18.9%. The strongest growth was seen in
Asian markets; 25% of grocery shopping in China. In Russia, online value share in FMCG is in
the single digits 3.7% in 2020, 3% in Brazil and India, illustrating the enormous headroom for

growth in these eCommerce markets



Changed consumption patterns

) Pursuit to safety / hygiene concerns

) Self-isolation experience / mental health concerns

)Consumer digitalization / shift to e-commerce

)Conscious | eco-friendly consumption

) Mutual influence of consumers / consumer trust

Loss of revenues / economic anxiety

13



Consumer trust and anxiety

| washed my hands more frequently than
the month before

If I had exhibited symptoms of sickness, |
would have immediately

informed the people around me
= South Africa

| kept a distance of at least two meters M India

to other people m Brazil

M Russia

| did not attend social gatherings

| stayed at home

0 20 40 60 80 100

Adherence to precautions, % of respondents by countries. Mean of the answers by country
[0 = Does not apply at all; 100 = Applies very much]
Source: (Berezka et al., 2021) 14



Consumer trust and anxiety

Social distancing measures are effective 9(9)2

79

81

Don't trust the country’s government to take care 83

of its citizens 30

35

|

7

0
Public reaction is insufficient ;;;’
75
82
Government reaction is insufficient a5 81
28

0 10 20 30 40 50 60 70 80 90 100

M Russia M Brazil mIndia ™ South Africa

Perceptions of government/public response and trust government to take care of citizens,
% of answers “The reaction is somewhat insufficient” and “The reaction is not at all
sufficient” by country. Mean of the answers by country [0 = Does not apply at all; 100 =
Applies very much]

Source: (Berezka et al., 2021)
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Empirical evidence from Russia

% of the total number of respondents

1 I I I
055
Fresh products Alcohol
B Mo need to buy products B Already hawve stocks of products

B Expected revenue cuts next month [ Planned to cut costs in this category

The analysis of the survey database created by BCG and Romir, 2020

Source: (Tiantian Li et al., 2021) 16



Empirical evidence from Russia
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B Planned to cut costs in this category W Expeded to cut income next month
B Mo need to buy products " Expected nsing prices

% of the total number of respondents

The analysis of the survey database created by BCG and Romir, 2020

Source: (Tiantian Li et al., 2021) 17



Empirical study on China and Russia: COVID-19
among external factors influencing consumer behavior

[ CHINESE AND RUSSIAN ]

CONSUMERS
™ ™
EXTERNAL MOTIVATIONAL FUNCTIONAL
FACTORS FACTORS FACTORS
COVID-19 Low prices Goods quality
Digitalization Sales, discounts
Consumer
Huge selections reviews
Cultural values of goods
Income changes Healthe Care Delivery speed 18




Chinese consumer response to the COVID-19

- liMedia Research analysis has shown that the impact of the COVID-19
on Chinese consumer behavior is largely the same as in other countries,
including Russia. The consumption of Chinese has become more
rational, moderate and practical; more attention is paid to meeting basic
needs, to the consumption of medical and health products, awareness
of hygiene is increased, confidence in domestic brands is increased

- McKinsey China Consumer Survey Report 2020 revealed some
emerging trends:

1.

2.

3.

New generation consumption in cities with medium and low populations has
become a new engine of growth

Most consumers have a classification of consumption some pay more
attention to quality and some to cost

The concept of a healthy lifestyle
More emphasis on the shopping experience
Growth in the number of local luxury brands

19
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Chinese consumer response to the COVID-19

- The Goldman Sachs survey results show that compared to changes in
wealth, China's consumption growth is more sensitive to changes in
residents' incomes

- Low-income China's residents have higher marginal propensity to consume
and epidemic prevention measures have a greater impact on industries that
employ more low-income people

- Both price increases and decreases were noted in some industries

- Chinese consumers are also looking for new shopping experience, and
more companies are looking to new product launches to accelerate
production recovery

- Over the past 18 months retail sales in China has rebounded from the
trough of pandemic induced recession in January 2020 to a near full-scale
recovery — all the way till April 2021 when outbreak of the delta variant in
certain cities and regions caused another setback

- Throughout these times retail businesses at large have shown adaptability
and resilience against market disruptions

Goldman Sachs: Understanding China's Economic

: 20
Recovery Path Based on Consumer Behavior 2020



Chinese consumer response to the COVID-19

I China's monthly retail sales from 2020 to 2021
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Survey om consumer behavior in Russia and China

« The survey link was distributed on the
Platform https://www.bcg.com/zh-cn/ (China)
and https://romir.ru(Russia) in June-July 2020

« Completing the questionnaire was voluntary,

« 368 valid responses from Russian and over 500 valid
responses from Chinese consumers were received and used
in further analysis

« 63% of respondents were female, 37% were male

« The larger age group is people of 25-36 years old (68.89%),
their consumption characteristics and income level, in general,
corresponds to the general population in Russia and China

* Most of the respondents represent large cities of Russia
(Moscow, Vladivostok, St. Petersburg, etc.) and China
(Beijing, ShangHai, Guangdong, ShengZhen, Jiangsu)

24
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Preliminary results: consumers in China and Russia

Russia

China

Awareness of the need Previous product is out-of-order (60%) Previous product is out-of-order (50%)

Search for information

Evaluation of
alternatives

Purchase

Influence at the time
of purchase

Previous product is outdated (40%)

Personal experience (30%)
Internet reviews (50%)
Recommendations of friends /
acquaintances (20%)

Price (30%)

Quiality (30%)

Technical characteristics (20%)
Brand (20%)

Shop (50%)
Online store (50%)

Seller’s consultation (40%)
Sales/discounts (30%)
Recommendations of friends /
acquaintances (30%)

Source: (Tiantian Li et al., 2021)

Previous product is outdated (50%)

Personal experience (20%)
Internet reviews (40%)
Recommendations of friends /
acquaintances (40%)

Price (20%)

Quality (20%)

Technical characteristics (20%)
Brand (40%)

Shop (40%)
Online store (60%)

Seller’s consultation (20%)
Sales/discounts (40%)
Recommendations of friends /
acquaintances (40%)

25



The generational divide (The young generation and
the “silver-haired” generation)

The pandemic hasn’t
dampened younger
consumers’ spending
outlook in Russia and
China

They expect to spend
more than older

generations in the next six e
months, across product .

categories — including in | amdata conscious
nonessential areas such | am eco-Tendly
as travel, fashion, and |am focused on saving
eating out | -la-':mﬂ
They are optimistic about P e ecomony
their economic status and | am price oriented

circumstances now and
are less price-conscious.

They are also more
inclined to describe
themselves as “digital”,
“data conscious” and
“eco-friendly” than the

older age groups shopping

GenerationZ

i

=

=

IHHHHHII

B | am more like this

(Generation X

ot

=

T
=

IH%

Q: Thinking of the last & months, please indicate fromthe list of attributes below how, if at all, you have evolved as a consumer.

Baby Boomers

o~

&
"5'.‘-_
=

T

.

1%

&

=

- On the other hand, as compared to their Russian and
global counterparts, senior Chinese consumers or the so-
called “empty nesters” tend to exhibit higher digital literacy,
many have skipped traditional computers and gone
straight to mobile platforms, where they browse the
Internet, watch their favorite soap operas, and do online
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Chinese market for e-commerce
carried out using mobile devices

1048 147

888 .
720 .-.-.' .'..
521 .
324 .. II-
151
44.
2 1:.L. ............ ]

D
.o
.o
eee®

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

m China's Mobile Online Commerce (US $ Billion)
Source: (Tiantian Li et al., 2021)

China's online trading volumes are growing steadily from $ 2bn. dollars in 2011

to 1147 bn. dollars in 2020. This is due to the fact that COVID-19 further pushed

the fast digitalizing of Chinese consumers (all generations: at the end of
2020,11.2% of China’s roughly one billion internet users were over 60, while the
total of 50-and-over users came to 26.3%, up from around 17% in March 2020) 27
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Preliminary generalization of the obtained results

- Drawing on statistical data, as well as on the research results, we
suggest that there are factors that determine the choice of a certain
type of consumer behavior

- A set of basic factors, namely external, motivational, and functional
ones, is applicable to any country but their cumulative influence
leads to different patterns of consumer behavior

- Russia and China are rapidly entering a new era of consumption,
with the growing importance of digital technologies as tools to cope
with the challenges caused by the COVID-19 pandemic

- Still, they clearly differ in the level of digital technologies available to
consumers. In China, the deep digitalization and the spread of
Internet technologies have led to highly diversified consumer
preferences. In Russia, an insufficient level of digitalization does not
allow brands to fully interact with consumers and influence their

behavior
28



Conclusions

- It can be seen that COVID-19 and the social distancing mandates
has led to different changes of customer habits worldwide

- With the pandemic not being over, so is the process of changing
consumer behavior not finalized

- Still, the behavior changes to making online purchases at a high rate
will persist after the global pandemic. Many consumers will continue
to shop online for non-health reasons, such as time savings, product
range, and convenience

- Furthermore, more conscious and sustainable purchases are
expected

- So, there are some global trends one can follow. At the same time,
our research has shown that there are both common features and
differences in consumer response to the new reality in each of the
five BRICS countries

- Cross-cultural comparisons are a promising path of future research
29
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Managerial implications

- Businesses are confronted with new additional challenges and have
to take into account the changes and trends of consumers after the
COVID-19 pandemic

- While many of the new practices observed during the peak of the
pandemic are likely to disappear (e.g., buying unusual products and
self-isolation), when the epidemiological situation improves, the
experiences of consumers will form the basis for changes in their
behavior and preferences in the long term

- In a post-pandemic world, companies must respond to and
leverage the changing consumer trends to gain a competitive
advantage

- Those that strengthen customer relationships by the intensive use
of e-commerce and mobile marketing strategy, offer a digital
customer experience and innovative business models are well
positioned to succeed in the immediate future after the crisis and

will generate increasing sales in the future 20
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