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Managing risk in a time of uncertainty

The global retail environment today is changing rapidly due to the effects of Covid-19. The 
consumer goods industry is one of many markets that has had to adapt to the current crisis. This 
white paper looks at the implications that businesses might be facing and how they will impact 
negotiated agreements, along with the role of RGM in assisting businesses in taking some sort of 
control in these times. 

Time and circumstance are two of the biggest factors that will affect any negotiation and also the 
balance of power that exists between the parties involved. The increasing scale and pace change 
within our market these days has been having an impact on business’s planning horizons with it is 
the need to stay agile to stay ahead of the game. There is always something there to surprise us and 
in this current climate, that something has turned out to be Covid-19.

As a result of the global pandemic, the world has dramatically changed, and each day is bringing 
different challenges for us to face in both our personal and business lives. In the Consumer Goods 
industry, many businesses have shifted their focus from accelerated business planning into purely 
keeping up with those spikes in demand or survival.  

These current unprecedented times present us with many questions of uncertainty which will 
vary business to business and category to category: 

How do I manage swings in demand and 
keep up with supply?

What are the longer-term impacts on 
production or imported goods?

How do we manage massive downturn and 
focus on cash and protecting the business?

How do we make sure that business critical 
functions can still operate?

Other businesses are experiencing a real blend with growth in some channels (eg out of home vs 
retail, on vs off trade etc) being offset by declines in others albeit the mix typically seems one that 
is disadvantaged. How do we adapt to working from home? Protect our staff health and wellbeing 
whilst ensuring business critical functions are still able to operate with social distancing 
measures?

Before Covid-19, the average forecasting horizons were typically around 3-6 months in advance 
with planning often on a longer-term rolling view. However, because of this change in 
circumstance, consumer goods companies are now looking at how this can may need to change 
based on the short-term, mid-term and long-term issues or opportunities.  
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Short Term
Supply and demand are two of the biggest areas which has seen a dramatic change in the covid-19 
crisis, particularly supply and demand in food and beverage, health and hygiene and home 
entertainment. Other categories in the market have faced immediate or imminent downturn due to 
the changing of lifestyles, bans on travel and the new work from home and stay at home order. The 
initial spike for some has started to plateau in recent weeks as consumption rates settle or stock 
piling of products with non-expandable consumption catches up. Either way these have big 
impacts for supply chains and demand planning functions. 

There may be opportunities for collaboration: an early example being the UK Grocery market 
working together to feed the nation. Offering times for NHS and key workers, and the elderly and 
vulnerable. Along with this, there is a real potential opportunity to partner with retailers. At the time 
of Brexit planning, we saw and heard examples of collaboration particularly in the supply chain, 
logistics and warehousing fields. A key question for consumer goods companies is to establish if 
opportunities to collaborate with their retail partners in a mutually beneficial and legally compliant 
way exist in order to create some value & build trust. 

Along with business opportunities, and with the backdrop of 
high-profile actions such as Captain Thomas Moore raising in 
excess of £29m for the NHS, we have also seen an outpouring of 
socially responsible opportunities. Companies around the world 
are stepping up and providing funding, products, food and 
much more for our public services. Two examples: Brewdog and 
Coty both providing hand sanitizer and products for the 
emergency services. 

Whilst it seems natural to be drawn towards these dynamics it is 
also worthy of reminding ourselves of some core negotiation 
principles. Let us consider fairness… If a temptation to dial up the 
element of fairness exists, on the basis that if I am “fair” in my 
proposals, then they will reciprocate by treating me “fairly” back 
in return then consider these principles. The act of giving or 
making concessions now will not necessarily or automatically 
invoke benefits in return either now or in the future, people value 
things that are heard to obtain and will also value things quite 
differently.

What seems fair or high value to you may not be deemed as fair to them leaving you at risk of giving 
away value ineffectively or being exploited.  Whilst it is still acceptable to trade low cost for high 
value variables to protect your business perhaps the phrase “warm on the people but firm on the 
issues” may be an appropriate modus operandi during these times. It is after all critical not to 
destroy value and to ensure that a platform for future business exists.
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Managing trade negotiations: Q1 is commonly a time where cost price increases are 
communicated and implemented. Consider, what happens to those cost price increases in the 
current climate? Do they continue to go through, do you need to change and adapt plans, or do you 
need to re-evaluate to see if that cost price increase still covers the implications that your business 
is facing.

Retail store impacts: As panic buying commenced and a focus on essentials begun stores made 
rapid changes. A few examples of in store impacts observed includes: the changing/removal of 
volume driving promotional plans, changes to feature and display with full value sales increasing, 
reduction of skus to protect availability within product categories. Staffing levels shifted to focus on 
essential categories, reduction of impulse as shoppers move to larger fewer shopping occasions 
based on home consumption Many companies will have invested in feature and display at the front 
of the store, is it still activated?, is there stock to fill displays? how good is the compliance? And what 
do you do about the investment made or promotional funding that has been unused. CPG 
companies are facing many issues due to these changes and should consider how and when to 
address them.  

This leads us to ask many questions about where the immediate business challenge is:

What are the primary issues that your 
business is facing?

Is it around availability and getting the 
product into the store?

Is it around the internal business risk? 
Either people or processes.

Is it around keeping up with the changing 
consumer requirements?

Or the current immediate commercial 
agreements such as cost price increases?

Or, perhaps thinking about future 
commercial agreements?

With a lack of certainty of what the future holds the key risk most companies are citing is availability 
as the most challenging factor in the current environment with a focus on how consumer behaviors 
and requirements are evolving and changing over time.   

Uncertainty and risk are two very different things – With uncertainty, you cannot predict the 
possible future outcome, it is uncontrollable, and you risk the impact of it happening to you whilst 
reacting and responding in the moment. 

However, if you conduct detailed scenario planning with an assessment of each issue you can 
begin to predict the potential impact. If evaluated you can qualify, prioritize it and then make a 
conscious decision on how to manage it. Scenario and risk planning enable you to take control of 
the situation providing options, you can identify how you mitigate risk, build contingency plans, or 
perhaps even use it as a trading variable. 

In other words, you could say that uncertainty is unmeasurable risk, whereas risk is measurable 
uncertainty. 
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Risk Assessment

Work out the cost of 
the consequence of 
the risk = S

Rank each potential risk 
based on probability: (1) 
very high to (10) very 
low = P

To trade off in a 
negotiation

Risk Management

Having identified, assessed, and prioritized all the issues and risks you then will need to take a 
proactive decision on how to manage each of these issues. There are several things that you can do 
with unacceptable risks, and a simple way to approach them is the four T’s model 

Terminate Risk - Perhaps you 
have an outsourced process that 
you may consider moving 
in-house to terminate it, or 
perhaps you may want to move 
the location of production of a 
certain product to terminate that 
risk. 

Tolerate - Perhaps the scale of 
the risk has an impact on your 

P&L that is manageable, or you 
have built in enough 

contingency into your planning 
that makes it acceptable.  

Treat - Through the 
implementation of an 
appropriate mitigation strategy 
or perhaps can be counter 
balanced by alternative options. 
An example in the current 
situation might be around 
building extra permanent or 
temporary warehousing or 
working with a third party to 
secure a solution that can carry 
extra stock or inventory in this 
period of time.  

Transfer - You can either decide 
to share or transfer the risk. 

Having established the value 
impact of the risk it can be 

considered to transfer or share 
the risk as a trading variable. E.g 
the insurance business is based 

on this single principle that once 
you’ve understood the value of 

the risk involved you can then 
have a negotiated agreement 

determining who takes 
ownership of the risk. 

SERIOUSNESS
(S)

PROBABILITY
(P)

COST/VALUE=
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Medium Term

Normalcy bias, or normality bias, is a tendency for people to believe that things will function in the 
future the way they normally have functioned in the past, it is the wait and see strategy based on 
the fact it is after all easier to do nothing or kick the can down the road if you like, however 
represents the risk of inadequate planning.

For example: you have invested in activities that have either not been fully activated or have had 
skus temporarily delisted. What decisions do you make about that? You may have an impact on 
your current JBP’s, your terms agreements and the growth incentives that most will have as part of 
those agreements. You may be experiencing a massive boost to that growth incentive or are you 
having a massive hit and risk around that growth? 

Each of these circumstances needs considering 
beyond the immediate impact. If you are 
enjoying growth or more profitable unpromoted 
sales do you anticipate a future ask or demand 
to reflect your growth or levels of promotional 
investment? Do you let it slide? after all you do 
not want to create more issues, do you log it to 
discuss at a later date? or do you call it out 
proactively and agree a time to seek resolution? 
Decisions may vary by business and category 
however, it is appropriate to make a conscious 
decision proactively, after all at some point 
some level of equilibrium will return and those 
who have been proactive will be best placed to 
optimize their positions.

Then there is the year to go plan for Q3 & Q4. 
How is this impacted? The Christmas planning, 
the events, sponsorship activations & media 
plans, , the NPD launch that has been planned in 
the next two or three months, – will that still go 
ahead? Or do you do something different about 
it? Does the event sponsorship need 
renegotiating? 

SHORT-TERM

MEDIUM-TERM

LONG-TERM
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Long Term

It is a widely held belief that it takes 66 days to form new habits, and whilst behavioral change takes 
longer than, these are under normal circumstances. Right here and now we are in anything but 
normal circumstances, so what does a longer term mean for all of us?

Just what will the longer lasting behavioral changes mean for CPG businesses. Will it see working 
and negotiating remotely increase or even become the new norm? If this is the case, there is a need 
to consider the implications around communication and negotiation. 

People negotiate more effectively face to face due to the increased ability to interpret meaning 
through the words people use, the tone in which they are delivered and body language. This means 
that the more distant our communication methods become eg face to face becomes video 
conference becomes phone call becomes an email or message the greater the risk of 
misinterpretation or applying bias to communication that is received. Most people will have many 
examples of emails or messages that have been misinterpreted and so consciously choosing the 
most appropriate communication method as opposed the quickest method is advisable.

Innovation – FMCG organizations 
will need to focus on the 
post-virus world which may 
present plenty of innovation 
opportunities. For example, face 
masks and hand sanitizer are likely 
to be hugely different categories 
than they were before. There is a 
need to adapt to the current 
situation and innovate off the back 
of it. 

Recovery and rebuilding – There will likely be a huge recovery and rebuilding phase, particularly in 
channels like HORECA and then when we go one step further into 2021 were everybody is going to 
be lapping up the impacts of this year whether they are positive or negative. On the positive lots of 
postponed events could mean for a busy year in 2021 for some.
The benefits of thinking about the long term is that most companies do in fact believe that there are 
many opportunities ahead. Creativity will be at its highest in order to either bring companies back to 
life, or to keep up the current momentum.
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Summary
In the short term, clearly businesses need to manage the crisis, whether it be internal issues or 
external issues. They need to manage through this dynamic, but also consider value creation, 
collaboration, CSR, and trust building opportunities where they can. 

Beyond the short term the key consideration is use this time to be proactive, to conduct detailed 
scenario planning and risk assessment to inform decisions around how to handle risks and issues. 
Time is a commodity that many call out as being the biggest barrier to effective planning so whilst 
people are working remotely this may present an opportunity. 

Timing to address commercial issues is crucially important, to identify the appropriate time and 
method to hold those critical commercial conversations and plan for the future. The last thing we 
need to consider is resource management. Rather than everybody focusing on everything, is there 
an opportunity to allocate the resource specifically around the short, mid and longer-term 
opportunities for your business? 

Many retailers and suppliers will be suffering in this crisis and the probability would indicate that 
both parties are likely to be managing the impact. Those who can activate constructive discussions 
through the contact strategies with their retail partners are more likely to find a way to reach a 
mutually agreeable outcome, ensure a platform for future business and avoid destroying value. 
They will put this time to good use, plan rigorously in order to inform the appropriate commercial 
discussions to handle, and even perhaps thrive through the crisis. 

Company Details
The Gap Partnership is the world’s leading negotiation consultancy. Numbering almost 250 people in 
8 offices across the globe, we offer unrivalled consistency in service to more than 500 clients in over 
50 countries. We exist with a single aim – to provide our clients with complete negotiation solutions 
focused on their specific needs, irrespective of their size or industry.  We are negotiation practitioners 
and use our collective experience to support, advise and develop the highest levels of negotiation 
capability possible in commercial teams the world over. Our complete solution services include:
• Developing solutions for commercial negotiations
• Supporting the execution of live negotiations
• Developing negotiation strategies, tactics and communication plans
• Working with clients in the identification & mitigation of negotiation risk
• Running a range of sustained behavioural change workshops to increase negotiation    
capability
 
To find out more please visit www.thegappartnership.com

Exceedra is a global provider of Integrated Business Planning & Insight solutions to Consumer Goods 
companies. We enable our clients to simplify commercial, financial and supply chain processes and 
achieve greater performance in Revenue Management, Trade Promotion Management & 
Optimization, Retail Execution, Trade Promotion Management Foodservice,  Customer Business 
Planning, Joint Business Planning and Sales and Operational Planning. The end to end solution 
increases visibility and empowers cross-functional teams to maximise revenue and margin 
opportunities while actively managing risks. Exceedra’s customers include: Abbott, Bayer, Birds Eye, 
Carlsberg, Clorox, Haribo, Mars, Nestle, pladis, Weetabix and more. Since 2009, Exceedra has rapidly 
exanded with offices in the UK, US and Australia.  
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