
Retailers of food and consumables displayed 
great leadership as the COVID-19 health care 
crisis unfolded in early 2020. Through swift and 

innovative actions, essential retailers met a national 
emergency head on and found new ways to serve 
shoppers while protecting the health and safety of 
employees.

These efforts showcased a spirit of resilience that 
is being called upon again as new types of business 
challenges emerge in a post-pandemic world. A new age 
of uncertainty faces the retail industry that will require 
companies to operate and leverage data in new ways to 
understand and anticipate future consumer behaviors.  
Doing so will require increased usage of artificial 
intelligence to inform merchandising, marketing and 

pricing decisions. Accordingly, the goal of this special 
report is to provide:

•  Fresh perspective on how retailing has
changed forever and what lies ahead.

•  Clarity on AI’s role navigating future
assortment, pricing and promotion decisions.

•  Practical AI actions to achieve the agility,
speed and precision required to effectively
and profitably serve tomorrow’s shoppers.

Retail is always changing, now more than ever, and 
AI helps retailers see around the corner on the path 
forward.

The Role of AI in Times of Uncertainty

CRISIS 
PRICING



SCIENCE IS THE SOLUTION
The retail industry responded in rapid fashion to the 
wide range of challenges presented by the outbreak of 
COVID-19. And as circumstances changed, the efforts of 
retailers and suppliers intensified. That’s what leaders 
do. In times of crisis they take action guided by a moral 
compass to do the right thing, without the need to run a 
report or consult an algorithm.

AI and the Modern Retail Enterprise
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Instinct and a bias for action is warranted in the midst of a 
national emergency, but moving forward a major pivot will 
occur. Instinct will give way to data science as the driver of 
retail industry decision-making. It has to. Data volumes are 
too immense and recent sales trends are so distorted by 
abnormal purchase behaviors that leveraging science, as in 
artificial intelligence, will be the only way forward for retail-
ers and suppliers. Meanwhile, the bias for action that proves 
so useful in times of crisis, will gain in importance as another 
type of crisis looms.

This new crisis revolves around data, the utility of historical 
information to inform future actions and the essential role of 
AI to quickly determine pricing and promotion decisions that 
will optimize margins. The rules of retail have been rewritten 
by COVID-19, which requires a new approach to traditional 
planning processes, pricing and promotion decisions. That’s 
because even though stores will eventually return to normal 
operating hours and social distancing guidelines will eventu-
ally ease, what worked in the past won’t work in the future 
filled with non-traditional business challenges.

“The rules of retail 
have been rewritten 
by COVID-19, which 
requires a new approach 
to traditional planning 
processes, pricing and 
promotion decisions.”
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Retailers were spoiled by more than a decade of economic 
expansion and financial stability that provided steady 
growth, even as consumer behaviors and spending 
patterns had grown increasingly unpredictable. Users of AI 
improved their odds of success, but even so, margins were 
under relentless pressure as unpredictability increased 
and the pace of change accelerated.

Everything changed in the most extreme way imaginable 
with the outbreak of COVID-19 and a sharp delineation 
between essential and nonessential retailers. Those in 
the latter group closed stores, drew down lines of credit, 
suspended dividends and furloughed workers. Meanwhile, 
retailers deemed essential experienced a sales surge unlike 
anything veteran retailers had ever seen. For example:

•  MARCH 31: Dollar Tree said quarter-to-date same store
sales for the period ending May 2 increased 14.4% at its
Family Dollar stores. 

•  APRIL 1: Kroger said identical store sales excluding fuel
increased 30% due to broad-based demand across grocery
and fresh departments.

•  APRIL 7: Ahold Delhaize USA said its same store sales in
March increased 34%.

Demand Distortion Fuels AI Need
•  APRIL 8: Costco’s U.S. same store sales increased 12.1%,

with food and sundries up in the mid-30% range for the five
weeks ending April 5.

•  APRIL 9: 28% of online grocery shopping was conducted by
first time users March 20-29, according to a survey by sales
and marketing agency Acosta.

•  APRIL 15: The U.S. Census Bureau said grocery store sales
increased 25.6% in March, a figure that understates food
and consumables because it excludes formats such as 
warehouse clubs and drug stores.

•  APRIL 16: Rite Aid reported a 33% increase in March front-
end same store sales.

•  APRIL 23: Target said digital same store sales increased
100% in March, food and consumable sales increased 40%,
but apparel and accessories declined 30%.

These gains would surely have been higher had supply 
chains been able to keep pace with voracious demand 
that depleted store shelves. The frenzied pace of sales 
tapered off later in March and early April, but remained 
elevated from the prior years due to displaced demand from 
restaurants and schools that closed due to social distancing 
requirements.



The mood of uncertainty around what 
the future holds for society at large and 
retail in particular is as unprecedented 
as the effects of COVID-19. Never has 
there been so much certainty around how 
uncertain the future is, especially when it 
comes to consumer behavior. It’s a unique 
situation, which is why leading retailers 
have suspended sales and earnings 
guidance and the Securities and Exchange 
Commission has offered guidance on the 
type of guidance companies should offer.

Uncertainty Is The Only Certainty

“Looking forward, it is 
incredibly challenging to predict 
the human and economic 
impact of the Coronavirus and 
the related change in customer 
shopping behavior.” 

—CHARLES BRACHER, CFO,  
GROCERY OUTLET, MARCH 24, 2020

“It is too early to speculate 
what will emerge as the 
‘new normal’ in food 
consumption at home or 
what the impact on sales 
will be in future periods.”    

—THE KROGER COMPANY,  
APRIL 1, 2020

“COVID-19 has created uncertainty 
for our 2020 outlook, and it is 
too early to know how this will 
ultimately impact our great 
local brands… there is increased 
uncertainty in sales over the course 
of the year, especially as it applies 
to changes in consumer shopping 
patterns and behavior.”      

—FRANS MULLER, PRESIDENT AND CEO,  
AHOLD DELHAIZE, APRIL 7, 2020
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“Given the uncertainty related 
to the COVID-19 pandemic, the 
company withdrew its guidance 
for fiscal 2020 on April 7, 2020.”    

—TRACTOR SUPPLY COMPANY, APRIL 23, 2020

“The Company 
is in the process 
of reassessing 
its full-year 
fiscal 2020 
plans and 
initiatives 
given the 
current state of 
uncertainty.”  

—DOLLAR TREE,  
MARCH 31, 2020
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•  Social distancing measures created
an unnatural store experience.

•  Retailers implemented traffic
control measures to regulate social
distancing.

•  Customers waited in lines to
enter stores, were routed through
aisles with directional signs and
interacted with cashiers behind
Plexiglas screens.

•  Shoppers who visited stores wore
masks and gloves, which made for
a less enjoyable, more transactional
experience.

•  App downloads and online ordering
for delivery and pickup surged,
straining even the most advanced
retailers’ execution capabilities.

•  Spring promotions that would
have driven traffic to stores were
canceled.

•  Print ads featuring key value items
designed to generate store traffic
were eliminated or reduced in size.

Becoming an AI-Enabled Enterprise
Additionally, shoppers faced the added stress of surging 
unemployment coupled with a relentless torrent of negative 
news that eroded consumer confidence.

Now, retailers have entered uncharted territory when it 
comes to looking ahead to develop promotional strategies 
and making pricing decisions. This is due to the unreliability of 
recent data around shopper behavior as a predictor of future 
behavior. During the initial panic buying frenzy, shoppers 
bought everything. If a brand wasn’t available, they readily 
switched. And for a very brief period, they were less sensitive 
to price and simply glad to be able to procure a product in 
the desired category with massive layoffs and shrinking 
pocket books, shoppers will be more price sensitive than 
ever.  Behaviors overall were very unnatural and represented 
a different type of pantry loading that provides retailers a 
false read on what drove spending, which marketing tactics 
delivered ROI and what prices were optimal to achieve profits.

Simply put, there is a lot of noise in the data and there will 
be for some time. So the business challenge to be solved 
becomes how to normalize the data knowing COVID-19 
shopping behaviors aren’t permanent, but will still have lasting 
effect. This will be a key use case for AI this year and beyond 
as retailers and brands look to make informed decisions. 
Without AI, those decisions will be based on flawed data 
related to unnatural demand caused by what is hopefully a 
once-in-a-lifetime marketplace anomaly.

THE COVID-19 CATALYST
Artificial intelligence gives new meaning to SaaS. Rather than 
software as a service, SaaS can now be thought of as science 
as a solution. A solution to the dizzying array of business 
challenges confronting retailers.

Increasingly, this reimagined SaaS role is being fulfilled by 
AI at leading retailers. Data science, AI, is ultimately about 
identifying problems, or business opportunities if preferred, 
and recommending actions to achieve optimal outcomes. 
Humans can determine what those outcomes are, but without 
AI running to identify insights from data, retailers don’t get to 
the point of determining what type of optimal outcomes are 
possible.

Retailers have professed to a lack of visibility into the near 
term effects of COVID-19, and for good reason. Throughout 
early 2020, shoppers’ familiar behaviors were disrupted in 
unimaginable ways as was the routine and psychologically 
pleasing elements of shopping. For example:
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Science as a solution manifest itself in many ways 
throughout an organization, but pricing is arguably one of 
the use cases where demonstrating a return on investment 
can be easily demonstrated. That’s because retailers 
who rely on manual processes or outdated technologies 
simply don’t know what they don’t know. They don’t know 
what sales could have been if demand were accurately 
forecast based on the abundance of signals thrown off by 
consumers. They don’t know what profits could have been 
if a product had been offered at an optimal price based on 
the competitive environment and a holistic view of the entire 
product assortment. These capabilities, combined with the 
ability to normalize history, is why AI is gaining new converts 
in the midst of the COVID-19 crisis. Retailers who employ a 
science as a solution mentality to the vast amounts of data 
available will be able to harness the value of AI to weather 
the unique operational challenges ahead.

For example, consider all of the business challenges retailers 
and suppliers faced prior to January 2020. They have simply 
grown in intensity and urgency. The velocity of change, a 
hyper-competitive landscape, and the growing proliferation 
of product assortments means retail has never been more 
complex for retailers and their suppliers. Long lead times have 
been replaced by real-time, and loyal shoppers have been 
replaced by fickle shoppers, with ever-changing preferences 
across channels demanding complete price transparency in 
the palms of their hands.

This is the new normal for retailers, an important aspect of it 
anyway, which explains why adoption of AI is seen accelerating 
in 2020 and beyond. Indeed, one of the unintended 
consequences of COVID-19 was to lay bare the deficiencies 
of some retailers’ information systems, and more specifically, 
their ability to make the type of real-time, fact-based decisions 
that are only possible with the aid of artificial intelligence.

Retailers who rely on manual processes 
or outdated technologies simply don’t 
know what they don’t know. They don’t 
know what sales could have been if 
demand were accurately forecast based 
on the abundance of signals thrown off 
by consumers.

> Cheryl Sullivan, President,
DemandTec by Acoustic

A COMMITMENT TO SERVE
This special report is intended to serve as a 
resource guide for retailers and their trading 
partners who face a wide range of unique 
challenges related to an unprecedented and 
evolving health care crisis. The COVID-19 
outbreak created tremendous disruption, near 
term business challenges and the potential for 
long term societal and lifestyle changes. These 
changes, however they manifest themselves, 
will impact the execution of retail strategies and 
heighten the dependence on artificial 
intelligence to enhance decision-making and 
accelerate its adoption.

Accordingly, the goal of “Crisis Pricing: The Role 
of AI in the Age of Uncertainty,” is to help the 
retail industry better understand key challenges 
and share practical knowledge that can serve as 
a foundation of success. With this approach, 
organizations can position themselves to most 
effectively serve customers in a future where 
normal is unknown and disruption is assured.

DemandTec by Acoustic is uniquely positioned to 
deliver on this value proposition. Working with 
more than 700 retail and CPG organizations 
globally, DemandTec’s AI-driven price, end-to-
end promotion and markdown solutions help 
companies manage the complexity of highly 
dynamic decision-making environments. That is 
the case whether it is 
the current climate, 
unknown future 
disruptions or simply 
the daily rigors of 
running a modern 
retail organization.

The future may be 
uncertain, but AI’s 
role in it is clear.



WHATEVER NORMAL LOOKS LIKE, 
AI WILL BE PART OF IT
The beauty of AI, why its effective usage in the future 
will separate retail winners from losers, is the ability 
it gives retailers to make informed decisions based on 
data. From the early days when point-of-sale scanning 
systems gave what retailers at the time thought was 
an abundance of data, to today’s environment with 
traditional sources of data supplemented by extreme 
levels of unstructured data, no retailer can complain 
about not having enough data.

The perennial challenge remains what to do with it. 
How to unlock actionable insights that can be used 
to make decisions that improve performance. The 
good news is, that even though the volume of data 
today, and in the future, exceeds anything a merchant 
or pricing manager from the 70’s or 80’s could 
have imagined, AI provides the ability to actually do 
something with the data.

For example, events and trends that disrupt and 
distort consumer demand are a fact of life in retail. 
They can be isolated and specific such as when a 
celebrity is spotted on a red carpet with a new brand 
of handbag or lipstick color that causes social media 
to erupt. They can be broad-based as when a new 
food ingredient gathers momentum and sales of an 
entire category surge. Or, they can be cataclysmic in 
nature, resulting from extreme weather events that 
impact multiple states, or more recently, a national 
health care crisis.

Regardless of the catalyst, effectively serving 
customers is determined by identifying signals 
consumers send off, be it through the point of sale, 
social media chatter or online search behaviors. 
Regardless of the sources, retailers will win in the 
future by leveraging AI and understanding the 
following principles:

Taming an Uncertain Future
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Realize the limitations of human decision-making. The 
exponential growth of data volumes makes it impossible 
to arrive at optimal decisions without the assistance of 
artificial intelligence.

 Know thy supply chain, its strengths, weaknesses, capacity 
constraints and overall agility. Behind every successful 
retailer is an efficient and scalable supply chain that supports 
AI driven decisions.  

 Engage in scenario planning. Ask “what if,” and don’t be 
afraid to push past that which seems improbable to be 
prepared for a range of disruptive possibilities that others 
are unwilling to imagine.

 Improve data accuracy. Fewer sources of highly accurate 
data highly integrated is superior to an abundance of 
information from dubious sources of questionable quality.

 Understand that historical data will be of little use as a 
predictor of future behavior unless the powers of AI are 
brought to bear to normalize it.

 Trust the data. Becoming a truly AI-driven organization 
requires a cultural shift, senior executive buy-in and parting 
ways with established processes rooted in tradition or prior 
year performance.

Recognize that real time is the new reality. The speed of 
decision-making in an on-demand, just-in-time world is 
only possible with AI.
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>Learn more at www.acoustic.co


