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The Impact of COVID-19 on Consumers: Preparing for Digital Sales

Abstract
COVID-19 has affected everyone’s daily lives. At least 316 million people in 42 states
have been asked to stay at home to slow down the pandemic. In this aspect, businesses
have been susceptible to make substantial transformations. Workplace operations of many
businesses went virtual. The effect of the digital transformation on productivity and
corporate culture has been studied extensively. Meanwhile, how COVID-19 has influenced
consumers, and the consumption culture has received relatively limited attention.
Managers often take a wait-and-see approach on the impact of COVID-19 on sales. It is
often uncertain whether and how many customers will return after the pandemic passes.
Consumers live through the pandemic, and some changes might be long-lasting even after
the situation eases. We examine the pandemic as an accelerator of the structural change in
consumption and the digital transformation in the marketplace. Managers might adapt to
the digital transformation in the market to recover or even grow further the sales after
COVID-19.

Keywords: Pandemic, COVID-19, E-commerce, Digital Marketing, Consumer Culture,
Digital Sales, Online Shopping
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The Impact of COVID 19 on Businesses
COVID-19, often referred to as coronavirus, is the pandemic virus that has infected
1.6 million people and killed approximately one hundred thousand people worldwide as of
April 10, 2020. [1] This pandemic has affected everyone’s daily lives. At least 316 million
people in 42 states of the US have been asked to stay at home, and subsequently, businesses
have been susceptible to transition into virtual workplaces or laying off employees. [2-3]
Many employees have been quick to adjust to the digital transformation. Online video
conference software Zoom reports a 78% growth in profits, and Google Meet reports an
approximately 60% increase in user traffics, where people spend 2 billion minutes in online
meetings every day.[4-5] Employees might not want to go back to physical offices even
after the pandemic eases. Managers predict that some of the impacts from COVID 19 on
workplaces might be lasting, where flexible work hours and digital meetings are expected
to increasingly replace the traditional corporate culture.[6] Businesses are experimenting
with decentralized decision making and new software to make the new digital work culture
effective and as productive as working in physical offices.[4] Although it is critical for
businesses to make this transition as effectively and swiftly as possible, some other
consequences that are critical to the viability of businesses have often been left out from
the discussion – the impacts of COVID 19 on consumers and the market.
Employees are not able to come to work. This has been treated with a sense of
urgency. Managers and recent management research in responses to COVID 19 have
predominantly focused on the digital transformation of workplaces.[7-8] According to the
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‘Mere Urgency Effect,’ people tend to allocate most of the resources and time to the urgent
matter regardless of its importance.[9] Workplace operations are critical. However, the sale
is a fundamental block of businesses. Consumer spending has been decreasing due to the
pandemic, except for a few product categories such as hand sanitizers.[10] According to a
recent survey of 304 businesses, 42% were concerned about the revenue; however, most
of the managers take a wait-and-see approach rather than taking actions to improve the
situation.[11] Managers might expect that sales will simply recover as consumption
increases after the pandemic passes. However, the pandemic has had some lasting impacts
not only on workplace culture but also on consumer culture. The pandemic might have
transformed the market structure, maybe forever. In this paper, we examine how the
pandemic influenced the digital transformation on the consumers’ ends as well – and how
businesses might adapt to digital sales. Consumer insights during the pandemic indicate
that the market is transitioning to e-commerce. The rise of online shopping provides new
opportunities for harnessing success after COVID-19.

The Impact of COVID-19 on Consumers
Pandemic, although it was considered an unlikely event for a long time before the
COVID-19 outbreak, has been identified as one of the key threats to businesses, according
to a survey conducted in 2007.[12] Virtual meetings and project management technologies
have been increasingly implemented even before the pandemic, and the digital
transformation has been relatively hassle-free for many businesses.[4] Thus, most
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businesses have made successful transitions into online operations successfully – however,
the impact of the pandemic is not likely to be limited only to the business operations.
Consumers who live through a pandemic might be changed, and the changes can be longlasting even after the pandemic passes. According to a recent survey, 46% of respondents
plan to reduce spending during the pandemic.[10] Although demands increased for specific
categories, including groceries or household supplies, discretionary spending is expected
to decrease as approximately 60% of respondents plan to cut spending on consumer
electronics or vehicles.[10](See Fig. 1) Managers might expect that sales will somehow
recover when the situation eases; whether and how many customers will return after the
pandemic might depend on how well the business adapts to the evolving consumer culture
due to the pandemic.
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Figure 1. Reductions in Spending Due to COVID-19 by Retail Category
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Figure 2. First Time Online Shopping Users Due to COVID-19
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E-commerce. Rogers viewed innovation diffusion as a social phenomenon, where
new products are diffused to the majority because the enthusiast consumer demographic,
also known as ‘early adopters,’ promote the new product to their social circles and diffusion
occurs via network effects.[13] The early research on diffusion theory found that
consumers could be classified into two groups: early and late adopters by certain
characteristics such as enthusiasm for newness.[14] A survey conducted in 1998 when ebay introduced the new way of shopping online, found that 46% of early adopters were
using e-commerce frequently, while only 8% of late adopters had an experience of web
shopping.[14] However, the recent survey on online shopping behavior indicates that
diffusion might occur not only due to network effects, but the pandemic can also be a
trigger. According to a recent survey of 2,200 adults in the U.S., 37% of survey respondents
have considered shifting to online shopping after COVID-19.[15]
Furthermore, even the late adopters, who never used online shopping before, are
prompted to shop online as there is no alternative when sheltering in-place. A significant
portion of those late adopters who were averse to shop online have inflowed into electronic
markets after COVID-19. Among those surveyed, 11% of Generation Z (Gen Z), 10% of
Millennials, and 12% of Generation X (Gen X), and 5% or Boomers have bought
something online for the first time due to the pandemic (See Fig.2). Consequently, at least
66% of Gen Z, 68% of Millennials, and 73% of Gen X, and 68% of Boomers have adopted
online shopping after the sharp increase in the number of online shoppers due to the
pandemic.[15]
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Consumers’ adaptations to online shopping, which are accelerated by the pandemic,
are not likely to end or reduce after the COVID-19 passes.[16] The previous study finds
that the dominant two motivations for shopping in physical stores instead of shopping
online are immediate possessions and social interactions, while online shopping tends to
be substantially more convenient and economical.[17] Online shopping offers greater
flexibility in terms of time, location, and product variety.[18] One potential barrier that
makes many consumers hesitant to adopt online shopping might be the learning cost.[15]
Consumers might have preferred to shop in physical stores not only due to the desire for
immediate possessions but also because they have been averse to investing time into
learning how to shop online. In this aspect, the pandemic can be a trigger that induces the
late majority, who have been averse to the new way of shopping, to finally shop online.[19]
The new 10% of the consumer demographic, who adopted online shopping due to
pandemic, already paid the cost and experienced the convenience of online shopping and
realized that a few days of waiting for delivery might be worth it.[17] Although late
adopters are likely to be more skeptical in evaluating new experiences,[20] their online
shopping experience is likely to be positive, as it provides a relatively safe way to shop
during the pandemic, and thus, they are likely to continue to shop online even after the
pandemic passes.[21]
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Figure 3. Digital Sales after COVID-19

Selling in the Digital Age
Although at least 60% of people plan to cut spending on consumer electronics, web
traffics to online tech retailers surged by 16% since the COVID-19 outbreak. [10][22]
Consumers were already shopping online increasingly more before COVID-19, and the
pandemic has accelerated the structural change.[15] For example, online grocery shopping
and delivery services have been growing rapidly, where Instacart, a pioneering grocery
delivery app founded in 2012, had brought in 2.9 billion USD in revenues in 2019.[23] The
pandemic might accelerate this already impressive growth. Daily downloads of grocery
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apps have doubled during a week since March 11th when the World Health Organization
officially declared COVID-19 a pandemic.[24-25]
The automobile industry has also been hit hard by the pandemic as the April new
car sales are expected to be down by 80%.[26] Meanwhile, stock values of online car sales
services, including Carvana, CarMax, and Copart, have been increasing, where the
shareholder value of Carvana has been doubled since the date of the WHO declaration of
a pandemic.[27] Carvana now offers ‘touchless’ delivery of cars, where they will unload
the car in the driveway, sanitize the steering wheel and keys, then leave the paperwork on
the passenger seat. [28]
Thus, the pandemic induced not only the workforce but the consumers to make the
digital transformation. Although sales in e-commerce have increased five times faster
compared to in-store retail, approximately 90% of retail sales in 2019 happened instore.[29] Online sales are expected to increase, and businesses might have to invest the
resources to make digital selling more effective as well as virtual business operations. The
importance of digital selling has been acknowledged even before the pandemic as
managers expect that Millennials and Gen Z, also known as ‘Digital Natives (DNs)’, are
more comfortable with online shopping.[30] The pandemic only accelerates the transition
of the consumption culture into the online hemisphere, especially since many businesses
that have not made the digital transition have lost all access to customers and are less likely
to survive through the pandemic.[15][31] The success of Instacart and Carvana shows that
consumers are willing to purchase groceries or even cars online if businesses innovate the
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way how they provide product information and ensure post-purchase customer
services.[17] Managers might adapt to this fast-evolving consumer culture and innovate
the mechanism of digital sales. We make suggestions on how managers might respond to
the consumers’ digital adaptation and make some transitions for selling in the digital age.
(see Fig.3)

Innovating the Online Shopping Experience
Online shopping provides greater convenience in aspects of time and location
compared to shopping in-stores.[17] However, one reason why some consumers still prefer
to shop in physical stores can be that it is more difficult to process information when they
shop online.[18] When consumers shop online, product information is often limited to
images and product descriptions provided by sellers.[32] Managers might want to utilize
recent technologies to help consumers make decisions more easily while they shop online.
On Carvana, consumers can view the car and interior virtually with patented 360-degree
photo technology.[32] Amazon offers virtual clothes-fitting experience by utilizing
Augmented Reality (AR) technology.[33] Virtual Reality (VR) and Augmented Reality
(AR) techs are expected to open new opportunities for personalized shopping experiences
online. Furthermore, the previous study suggests that music in advertisements improves
attention span and product evaluation.[34] Managers might want to implement music in
online stores to grab consumers’ attention and induce a positive mood while they shop
online. Also, interactivity can improve cognitive processing and memory.[35] Managers
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might innovate a way to provide interactive shopping experiences online. Whole Food
offers a chatbot that helps customers decide on ingredients to shop from the store by
suggesting new recipes. When a customer is in a rush, they can simply send a food emoji
to instantly get the specific kind of recipe.[36]
One challenge for digital sales is consumers’ skepticism about making purchases
online.[37] ‘Trust’ is often a determinant factor to predict whether a consumer is willing to
shop or return to purchase again in e-commerce.[38] Consumers are likely to trust, be loyal
to, and advocate for anthropomorphic brands with specific human characteristics, such as
displaying emotions or expressing friendliness.[39] Managers might personify the brand
on social media and interact with customers to create an emotional connection.[35]
Consumers who have an emotional connection with a brand have a 306% higher lifetime
value.[40] Additionally, online reviews can help reduce skepticism about making
purchases online.[41] Hotel industry makes 82% of its sales completely online even if
hotels are experience goods and booking accommodations online involves a high level of
risk.[41-42] Consumers often can evaluate hotels and reduce risk effectively by reading
customer reviews that are available on most of the hotel booking websites.[42] Managers
might enable online reviews and encourage consumers to provide feedback to help reduce
the uncertainty involved in making purchases online.
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Concluding Remarks
The pandemic forced workplace operations to go virtual – and many businesses
have made such transition successfully in a short period of time. However, how the
pandemic affects consumers and marketplaces has received relatively limited attention. In
this paper, we explored how the pandemic accelerated the growth of e-commerce. We
encourage managers to develop innovative digital-sales initiatives to prepare for the digital
transformations of the market. Future research might explore the impacts of expanding ecommerce on new product launches, product development, product management, and/or
pricing
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