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HOW BUSINESSES ARE ADAPTING TO COVID-19

An unexpected disruption

The Covid-19 pandemic and resulting lockdowns hammered countless companies and revealed weaknesses in
business models, supply chains, and accelerated the need for strong digital operations. For some industries, the
damage just couldn’t be avoided—planes are meant to carry people, restaurants are for hungry visitors, and clothes
are meant to be purchased and worn. But others thrived, mainly cloud and information technology that service
multiple industries, building software designed for a less physical and more remote world. This presentation
summarizes the pandemic’s effects to date on a number of important industries.
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Growth in direct-to-consumer e-commerce

The pandemic devastated non-essential retailers with weak e-commerce operations. Amazon dominated the
market, increasing sales by 40% in Q2 2020 compared to Q2 2019. As distributors falter, some fashion and skin
care retailers are seeing an increase in direct-to-consumer spending through their websites and Instagram. Beyond
sales, digital experiences, contactless shopping, and reservation services will become the new normal.
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https://qz.com/1862572/the-pandemics-impact-on-us-retail-chains-charted/
https://qz.com/1864706/amazons-financial-health-after-covid-in-six-charts/
https://qz.com/1881980/covid-19-has-been-great-for-online-fashion-retailers/
https://qz.com/1894520/retails-future-is-in-asia/
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Growth in delivery services and supply chain diversification

Covid-19 sent the already rapidly growing delivery sector into overdrive. This growth is attributed to a boom in
logistics operations that support the growing e-commerce sector. Yet, the current manufacturing supply chain that
supports delivery is under strain. “China’s role as the ‘world’s factory’ means any major disruption puts the world’s
global supply chain at risk,” says a Deloitte report. To mitigate the impact of the next disruption, companies are
looking to diversify suppliers to countries like Vietham, Malaysia, Mexico, and India.

Delivery jobs grew by 8% from February to July Why supply chain leaders are moving out of China
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https://qz.com/1383515/the-us-sure-has-created-a-lot-of-transportation-and-warehousing-jobs-lately/
https://www2.deloitte.com/global/en/pages/risk/articles/covid-19-managing-supply-chain-risk-and-disruption.html
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Online education goes from niche to essential

Students are increasingly open to online education. Schools of all sizes are looking at online program management
companies (OPMs) to assist them in transitioning to virtual and hybrid models. OPMs manage technology, marketing,
and enrollment for universities, while taking as much as 60% of revenue. If schools move online in large numbers, the
business opportunity for OPMs will be massive. Online programs also present an additional revenue stream for less
prestigious colleges that bring in less revenue and have smaller endowments.

14%

The growth rate of the
global OPM industry.
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https://qz.com/1895276/covid-19-is-forcing-us-colleges-to-reckon-with-online-learning/
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A surge of investment in health tech

Healthcare systems experienced decreased revenues and supply chain disruptions resulting in equipment
shortages during the crucial period of the pandemic. However, the pandemic presents an opportunity to evaluate
how healthcare is provided. Digital health funding set a record for funding in the first half of 2020, already raising
$5.4 billion dollars.

Digital health funding ($B) and deal size from 2011 to first half of 2020
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https://www.aha.org/guidesreports/2020-05-05-hospitals-and-health-systems-face-unprecedented-financial-pressures-due
https://medcitynews.com/2020/07/digital-health-funding-hits-another-high-mark-for-2020/
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Worldwide public cloud revenue by service type
Projections for 2018 versus 2022

Cloud and information technology
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The pandemic has accelerated enterprise cloud

adoption. As businesses shift to online platforms,
the demand for cloud-based technology is
stronger than ever. In China alone, public
spending for cloud technology will grow by as $250
much as 58% in 2020, reaching $19 billion

according to a report by Korean investment $200
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https://qz.com/1780968/the-future-of-cloud-computing/
https://www.technologyreview.com/2020/06/23/1004160/coronavirus-and-the-big-shift-to-cloud/
https://www.am.miraeasset.com.hk/wp-content/uploads/china_embraces_the_cloud_computing_age.pdf
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Accelerating digital banking and payments

Wary of physical contact, consumers have turned to

PayPal and Square share prices

mobile banking and payment apps to facilitate
transactions—accelerating the move to a cashless
society. Citigroup experienced an 84% increase in
daily mobile check deposits in the US, and in Mexico
a 166% increase in downloads of its mobile app in the
second quarter, and a 78% increase in digital
payments. Despite the increase in use, revenue for
digital payments has plummeted as consumers spend
less. Covid-19 has also pushed banks to reach
underbanked populations through digital methods.
Accenture predicts that contactless payment solutions
(i.e., Alipay, Google Pay, Apple Wallet) will become
the norm and expand beyond food delivery and retail .

to include logistics and medical payments. 03/16/20  04/16/20
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https://www.forbes.com/sites/antoinegara/2020/06/08/the-worlds-best-banks-the-future-of-banking-is-digital-after-coronavirus/
https://www.accenture.com/_acnmedia/PDF-123/Accenture-10-Ways-COVID-19-Impacting-Payments.pdf
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Venture capital is still investing

The pandemic threatened to put the decade-long venture capital boom on hold and in May it looked like it could hurt
a significant share of startups. Venture deals in the US did drop 30% in Q2, year-over-year, but total funding
decreased by less than 5%. African startups are raising more money in 2020 than they did in 2019. And VCs say
most of their startups were unaffected or positively affected by the pandemic.

41%

The share of startups
reporting in April that they’d
run out of cash within three

months without additional
funding.
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Protecting workers through increased PPE spending

It’s expensive to run a business in a pandemic. During its Q1 2020 earnings call, Amazon said that it plans to spend
$4 billion on Covid-19 related expenses. Another retail giant, Walmart, spends $3.3 million a day on cleaning its
5,000 stores and keeping employees safe. This trend is likely to extend into 2021 as businesses and offices

continue to reopen.

Companies mentioning enhanced cleaning in transcriptions from mid April to end of May
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https://www.theverge.com/2020/4/30/21243112/amazon-q1-2020-earnings-covid-19-coronavirus-jeff-bezos
https://qz.com/1894134/walmart-spends-3-3-million-a-day-on-covid-19-cleaning/

Z214vNoO

HOW BUSINESSES ARE ADAPTING TO COVID-19

Rethinking the office

The shift to permanent and part-time remote work across industries is forcing companies to rethink
space and how they use it. 80% of respondents enjoyed working from home according to a survey
by McKinsey of 319 organizations with at least 2,000 full time employees. Employers will have to
think creatively about office space—its size, use, and location. McKinsey predicts some organizations
could decrease real estate costs by 30%. For the first time since 2009, US companies are expected
to occupy less space in the second half of 2020; In Europe by 40% and in Asia by 40% - 50%
according to a CBRE report. In shaping the next normal, commercial real estate companies will have
to consider three time frames according to a Deloitte report:

Respond—how a company deals with the present situation. In real estate these are factors
pertaining to liquidity management, operations and tenant support, and remote working and
technology usage.

Recover—how a company learns and emerges stronger. This may be adapting to tenant preferences
as workers re-enter physical spaces.

Thrive—how a company shapes the new normal by reassessing business expectations. This may be

identifying threats, new business opportunities, and investing in capabilities needed for the new
world.

How is net absorption
calculated?

Net absorption = the total
amount of space that tenants
physically moved into minus

the total amount of space

that tenants physically
moved out of.



https://www.mckinsey.com/business-functions/organization/our-insights/reimagining-the-office-and-work-life-after-covid-19
http://cbre.vo.llnwd.net/grgservices/secure/US%202020%20Midyear%20Outlook%20August%202020.pdf?e=1600699564&h=c80ef1428cbd8f6a1bc4fabe7a3c75c6
https://www2.deloitte.com/us/en/insights/economy/covid-19/covid-19-implications-for-commercial-real-estate-cre.html
https://www.us.jll.com/en/trends-and-insights/cities/how-is-net-absorption-calculated
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Robots can’t get sick

The service sector was already being disrupted before Covid-19. The pandemic exposed the service sector’s
vulnerability—people. The worry of human workers carrying the virus could accelerate the use of robots replacing
humans for certain tasks. Essential workers are at a disproportionate risk as artificial intelligence has advanced in
some cases performing skills such as cleaning, checking out groceries, and checking inventory. Jobs requiring
management of robots will grow, but they will require technical skills.

Annual installations of industrial robots by region
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Want to know more? Read Quartz coverage of how Covid-19 is transforming industries.

Quartz Presents: How Covid-19 is transforming the retail industry — Learn how old players are trying to survive while
new ones take advantage of digital capacities.

The jobs of the future require an entirely new vocabulary — A new set of skills are needed to thrive in a changing
rapidly workforce.

Covid-19 has more Americans working in delivery than gas stations — Ecommerce is driving the growth of delivery
jobs.

American universities are reckoning with online education — Learn how a traditional industry is adapting to the needs
of students during a pandemic.

Emmalyn Shaw says banking will look a lot different in 5 years thanks to Covid-19 — An expert’s take on the future of
banking.
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When related to a field guide: “You’ll also enjoy our member-exclusive field guide on The world vs coronavirus.

Have questions about this presentation, or suggestions for us?
Send us a note at members@qz.com.



https://qz.com/1870704/how-covid-19-is-transforming-the-retail-industry/
https://qz.com/1682105/the-future-of-work-will-require-new-words-like-globotics-and-telemigrants/
https://qz.com/1893074/more-americans-now-work-in-delivery-jobs-than-at-gas-stations/
https://qz.com/1895446/can-us-colleges-and-students-adapt-to-online-learning/
https://qz.com/1872311/emmalyn-shaw-on-the-future-impacted-by-coronavirus/
https://qz.com/guide/world-vs-coronavirus/
mailto:members@qz.com

