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The Economist Intelligence Unit (The EIU) is the research and analysis division of The Economist Group, the sister company 
to The Economist newspaper. Created in 1946, we have over 70 years’ experience in helping businesses, financial firms and 
governments to understand how the world is changing and how that creates opportunities to be seized and risks to be managed. 

Given that many of the issues facing the world have an international ( if not global) dimension, The EIU is ideally positioned to be 
commentator, interpreter and forecaster on the phenomenon of globalisation as it gathers pace and impact.

EIU subscription services
The world’s leading organisations rely on our subscription services for data, analysis and forecasts to keep them informed about 
what is happening around the world. We specialise in:

•  Country Analysis: Access to regular, detailed country-specific economic and political forecasts, as well as assessments of 
the business and regulatory environments in different markets.

•  Risk Analysis: Our risk services identify actual and potential threats around the world and help our clients understand the 
implications for their organisations. 

•  Industry Analysis: Five year forecasts, analysis of key themes and news analysis for six key industries in 60 major 
economies. These forecasts are based on the latest data and in-depth analysis of industry trends.

EIU Consulting
EIU Consulting is a bespoke service designed to provide solutions specific to our customers’ needs. We specialise in these key 
sectors: 

•  Healthcare: Together with our two specialised consultancies, Bazian and Clearstate, The EIU helps healthcare organisations 
build and maintain successful and sustainable businesses across the healthcare ecosystem. Find out more at: eiu.com/
healthcare

•  Public Policy: Trusted by the sector’s most influential stakeholders, our global public policy practice provides evidence-
based research for policy-makers and stakeholders seeking clear and measurable outcomes. Find out more at: eiu.com/
publicpolicy

The Economist Corporate Network
The Economist Corporate Network (ECN) is The Economist Group’s advisory service for organisational leaders seeking to better 
understand the economic and business environments of global markets. Delivering independent, thought-provoking content, 
ECN provides clients with the knowledge, insight, and interaction that support better-informed strategies and decisions. 

The Network is part of The Economist Intelligence Unit and is led by experts with in-depth understanding of the geographies and 
markets they oversee. The Network’s membership-based operations cover Asia-Pacific, the Middle East, and Africa. Through a 
distinctive blend of interactive conferences, specially designed events, C-suite discussions, member briefings, and high-calibre 
research, The Economist Corporate Network delivers a range of macro (global, regional, national, and territorial) as well as 
industry-focused analysis on prevailing conditions and forecast trends.
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Introduction
After a year of exponential growth, online retailing is among the sectors best placed to succeed in 
2021. However, with the coronavirus (Covid-19) pandemic persisting in many countries, companies will 
not find it easy to capitalise on the opportunities presented by the new retail environment. As well as 
responding to changed consumer needs, companies will need to explore which markets offer most 
potential, all the while navigating increased regulatory barriers, as well as cyber-security and labour 
risks.  

In this special report, The Economist Intelligence Unit dives deep into the opportunities and threats 
facing online retailing and highlights the key factors to consider while preparing for success in a fiercely 
competitive sub-sector. Our key findings are:

l  While the pace of growth in online retailing will slow from 2021, the sub-sector will continue to 
expand its share of total retail sales—rising from about 10% in 2019 to nearly 20% by 2025.

l  Much of this growth will come from emerging markets in Asia, Latin America and the Middle East. 

l  Retailers will need to devise winning strategies in three key areas: adoption of next-generation 
technologies; warehousing and fulfilment; and harnessing a new generation of digital entrepreneurs.

l  Maintaining profitability and data security will be the biggest challenge facing online retailers, while 
labour relations and increased regulatory scrutiny threaten to increase costs. 

l  Many franchise business operators and in-store employees are likely to find themselves on the losing 
side of the retail transformation.

What to expect in 2021
The pandemic transformed retail in 2020. We estimate that global online retail sales expanded by 32% 
in that year, to US$2.6trn, even while the overall retail market contracted by over 2%. After such a 
record year for online retail, growth will inevitably slow from 2021, but online retailers will not easily give 
up the ground they have gained. The uncertainties over the rollout of coronavirus (Covid-19) vaccines 
and the emergence of new strains of the virus will keep social distancing measures in place in many 
countries in 2021. Moreover, the ease of online shopping and home delivery has made them attractive 
options to many consumers, who will continue to use these methods even when they can walk into 
shops again. 

Combining data and forecasts that cover 58 markets worldwide, we forecast that global online retail 
sales will increase their share of total retail sales to nearly 20% by 2025, up from 10.3% in 2019. Much of 
this growth will be driven by two factors: 

Developing markets: The pandemic has helped to narrow the gap between Asian and North 
American consumer markets and has shown the former to be more resilient. Outside Asia, there will 
be opportunities for expansion in the Middle East and Latin America, where online retail surged in 2020 

Online retailing: how to navigate the new 
normal
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but much of these markets remains in the hands of unorganised players. 
Online food and grocery delivery: In a year that led to a decline of nearly 4% in global consumer 
spending, expenditure on food and beverages still rose by 5%. Online grocery has been the biggest 
beneficiary, expanding from a small base pre-Covid to account for the lion’s share of online sales in 
most markets. We expect online grocery to retain its momentum over other categories of goods until 
at least 2023, when non-food retailing will start to accelerate again.  

How to build winning strategies?
In a fiercely competitive sector, there will be both winners and losers from the market transformation, 
depending on retailers’ ability to shift online and retain customers. Success will be underpinned by 
several factors, including:

l Competitive product positioning and pricing strategies

l User-friendly digital platforms

l Efficient inventory management

l Fast and efficient fulfilment processes

Beyond thinking about their customer bases and product offerings, retailers will need to devise new 
strategies in three key areas:

Next-generation technologies: After slashing inventories early in 2020, many US retailers faced a 
shortage of goods in sectors such as apparel and electronics during the holiday season. Striking a good 
demand-supply balance amid increased uncertainty will be challenging but crucial to success in 2021, 
encouraging investment in data analytics. Using the latest technologies to collect and analyse user data 

Online retailing around the world
(% change in US$ value sales)

Sources: The Economist Intelligence Unit; Edge by Ascential.
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in real time will be helpful in framing both online 
and offline strategies. An increasing number of 
retailers (such as Nike) are already collecting 
customer data directly, besides collecting insights 
from tech giants such as Facebook or Google. 

Retailers will also need to make the most 
of developments in machine learning and AI-
powered chatbots to personalise customer 
interactions. Online fashion retailing will 
increasingly involve AI to allow customers to 
visualise themselves wearing the products they 
wish to buy. Over time, tech-heavy retailers will 
seek new modes of revenue via digital advertising 

(as Amazon and Walmart are doing) or selling their digital technologies (as Ocado has) to a new 
generation of online retailers, blurring the line between retailers and technology companies.

Commercial real estate: While low footfall has shut down several bricks-and-mortar outlets, retailers 
still need to store their goods in a way that allows them to fulfil the maximum number of online orders 
in the shortest time possible. This creates opportunities to turn vacant shops or shopping centres into 
“dark stores” (warehouse spaces used for click-and-collect or online fulfilment) or micro-fulfilment 
areas. In the US, Amazon and Walmart were opening dark stores even before the pandemic struck 
and have since amplified these efforts. Online grocery retailing gained popularity in Europe during the 
lockdowns, and retailers who were previously servicing online orders from physical shops might find 
that approach unsustainable in the longer term, forcing investment in dedicated fulfilment centres. 

Nearshoring efforts will be another reason for focusing on storage requirements. In an era when 
trade terms are liable to change rapidly, either because of stock shortages or because of trade barriers, 
the diminishing viability of just-in-time supply chains and high shipping rates will encourage retailers 
to store goods closer to consumers. In 2020 Chinese companies, for example, reported an 80% year-
on-year rise in the number of overseas warehouses they used. The increased demand for storage will 
not only benefit commercial real-estate operators, but also tech start-ups, such as Flex and Flowspace 
(both US), that provide on-demand storage and warehouse-management services.

The power of platforms: Online marketplaces and multi-brand retailers will need to explore ways 
to widen their seller networks after the pandemic. A new generation of digital entrepreneurs, forced 
to start their own businesses following job losses, might provide new opportunities. The popularity 
of online shopping, wider adoption of digital payments and increased use of social media (such as 
Instagram and TikTok) for marketing have given many entrepreneurs the option to trade from home, 
without having to invest capital in renting stores or office spaces. Indeed, data from the US show a 

Investment in logistics assets increased
in 2020
(share of real estate investment in Europe; %)

Source: Savills Research.
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record increase in new business applications (24%, 
year on year), especially in retail (54%). 

Many of these entrepreneurs will rely on 
online marketplaces in which to expand and 
promote their businesses. Providing digital and 
logistics support to small and local businesses 
will be a good way for marketplaces not only to 
expand their product variety, but also to placate 
regulators, who are keen to support small sellers.

What are the risks?
Seizing these opportunities will be crucial, but successful risk planning will probably be the main 
criterion of success. 

Risk Scenario Impact
Profitability Despite record sales growth, many online sellers are still reporting financial losses. Deep 

discounts and low delivery costs (necessary to retain customers), and the mounting costs 
of handling returned goods are unsustainable for many.

Very high

Regulations Many countries have imposed digital taxes and others are set to follow suit. Increased 
regulations on fair pricing and privacy for cross-border sales will raise costs. While many 
of these costs will be passed on to customers, there is a risk of price wars breaking out.

Low

Data security Data breaches have become frequent, especially as companies increase collection of user 
data to predict demand. Investment in cyber-security will be necessary to protect  
brand image.

High

Labour relations Dissatisfaction with working conditions among storage and delivery workers, often 
contractors, could lead to government intervention or unionisation and increased labour 
costs.

Moderate

Sustainability Although carbon emissions from online shopping are likely to trail those produced by 
conventional shopping trips, major environmental downsides of online shopping include 
wastefully excessive packaging and poor management of returned products, which often 
end up in landfill.

Low

2020: a record year for entrepreneurship
 (% change in US new business applications)

Source: US Census Bureau.
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Who stands to lose?
Amid all the opportunities thrown up by online retailing, there will also be losers from the transition.

Franchise operators: As retail chains step up investment in digitalisation in 2021, the need to cut costs 
elsewhere will require many to adjust their physical footprint; pull out of unprofitable markets; and 
operate fewer, but more specialised stores offering personalised experiences. Companies are now 
more likely to bypass third parties and build direct relationships with customers via digital channels. 

The franchise business model has been a popular and efficient way for retail chains to expand their 
physical presences and reach a larger customer base. However, they will face challenges in the new 
retail landscape. Smaller franchise partners are unlikely to be capable (financially or otherwise) of 
building and running specialised flagship outlets. Those running fast-food chains may shift to operating 
cloud kitchens, for instance, but starting a new business after facing steep losses amid a global 
recession will be challenging. Bigger franchises might also see their business shrink, as companies in the 
fashion or luxury space move to service online orders from out of the country and seek more control 
over pricing and inventory. 
Employees: Lockdowns, the rising liquidity crisis among retailers, and the fall in consumer demand for 
non-essentials have resulted in furloughs and lay-offs across the retail sector over the past year. Some 
former retail workers will find new opportunities in warehousing, logistics and courier services, which 
are expanding to support the surge in online sales. In the US alone, a net figure of 751,000 retail jobs 
were lost in 2020, while warehousing and courier services gained 115,000 and 124,000 jobs, respectively.

However, stocking products in warehouses or delivering orders to customers can be more physically 
demanding and less enticing for a cashier or shop assistant who enjoyed interacting with customers. 

Working conditions in warehouses are definitely 
challenging, while delivery jobs are mostly 
contractual and involve no security. Pay is often 
lower than in retail jobs, too. 

In the short term, with the supply of workers 
high, online retailers will have little incentive to 
improve working conditions or raise pay. Even 
as recruitment markets tighten, this may not be 
financially viable for many online companies, 
which are already struggling to widen margins. 
Instead, they may increase investment in 
automating fulfilment and warehousing jobs, 
while courier services will explore alternatives 
such as drone deliveries. Although unwelcome 
with employees, this move away from reliance 
on people could allow retailers to accelerate 
productivity growth and profitability.

Online retailing boosted retail productivity
(gross value added per employee for EU 28 countries;
2015=100)

Source: OECD.
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The popularity of online retailing has increased storage and delivery jobs
(US employment in 2020; %)

Sources: US Labour Bureau; Haver Analytics; The Economist Intelligence Unit.
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EIU Viewpoint  
We monitor the world to prepare you for what’s ahead

Understand a country’s political, policy and economic outlook with the world’s best forward-
looking analysis and data. Our award-winning expertise looks at global dynamics that impact your 
organisation, helping you to operate effectively and plan for the future. Included in our service: 

l Global and regional outlook spanning politics, economics and market-moving topics

l Daily insights on the developments that impact the future outlook

l Executive summaries of country forecasts over the medium-term outlook

l Medium-term country forecasts on ~200 countries’ political and economic landscape

l Long-term country forecasts on the structural trends shaping ~80 major economies

l Industry analysis on the outlook for 26 sectors in ~70 markets

l Commodity forecasts on supply, demand and prices of 25 critical goods

l Macroeconomic data on forecasts, as well as historic trends

l Industry data on demand and supply of key goods, now and in the future

l Proprietary ratings on the business environment

l Thematic analysis of the cross-cutting issues that our experts expect to shape the global outlook

How EIU Viewpoint helps you to stay ahead 

Unparalleled coverage - global, regional and country-level analysis for nearly 200 markets. 20,000 
data series every month, led by our worldwide network of expert analysts and on the ground 
contributors

360-degree view - our approach is unique; deliberately designed to intersect politics, policy and the 
economy, our methodology leads to a more nuanced perspective than simple number crunching

Beating consensus - with over 70 years of experience, we have a track record of making bold calls and 
getting them right

Evidence-based insights - our editorial team is fiercely independent and rightly so. This ensures you 
can trust our analysis and apply the insights it offers with confidence.

Find out more information about our service features, delivery platforms and how EIU Viewpoint could 
benefit your organisation by visiting: 

eiu.com/n/solutions
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