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Digitally native startups have altered 
consumer expectations through design, 
marketing, and distribution of CPG 
products, slowly eroding the market share 
of traditional brands.

 of consumers would rather  
 buy direct from a brand

 of retail brands said they 
 plan to launch a D2C   
 channel, 23% plan to do so  
 within a year

 of CPG sales growth will  
 come from D2C channels 

LiveArea’s white paper identifies the 
unique factors at play in CPG, and advises 
how brands can embrace digital, and 
become more authentic and agile in the 
way they sell direct to consumers.

How do CPG brands catch the eye
amongst today’s digital disruptors?

90%

87%

50%
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The number of direct-to-consumer (D2C) 
brands in North America and Western 
Europe has mushroomed. This has impacted 
many retail categories, including consumer-
packaged goods (CPG). They are reshaping 
the corporate landscape, disrupting how 
products are sold, how companies approach 
markets, and how consumers interact with 
brands.  

For CPG brands, the message is this: Ignore 
D2C at your peril. This is not a passing fad or 
trend, this is an evolution of the CPG space. 
A shift in the digitalization of both commerce 
and consumption has put the customer at 
the center of business decisions. 

Direct sales of perishable goods – cutting 
out the middle man – are nothing new. 
Bottled milk was once delivered to our front 
doors, as was bread and fish. Personalized 
relationships were strong and customized 
deliveries an every-day occurrence.

Nespresso has been trading with its capsule 
subscriptions since 1986, while mail-order 
clubs such as the Wine Society have been 
around a lot longer. So has the Avon seller 
offering cosmetics direct to people’s homes. 
D2C, in the 21st Century, has evolved from 
direct mail and marketing, reborn for a  
digital age.  

What’s changed is that it’s never been easier 
to manufacture a new product and distribute 
to customers directly, at competitive prices. 
Companies do not have to rely on brick-and-
mortar retailers and their mark-up, eating into 
profits and prices. Or online marketplaces for 
that matter. 

At the same time, these digitally native 
vertically integrated brands (DNVBs) 
appeal straight to the heart of consumers, 
particularly millennials, via the Internet. They 
quantify the customer relationship through 
complex data analysis. 

Many D2C brands aren’t household names 
yet including Graze, HelloFresh, Proper 
Cloth, The Bouqs Co., Parachute or AYR and 
Everlane. But they’re moving fast. They’re 
agile, re-engineering new products and 
offerings to surprise and delight customers.

This white paper explores the exciting 
opportunities specifically in the CPG space. 
It considers the rapid changes, and makes 
sense of how this revolution will become an 
evolution. Is D2C the silver bullet that many 
consumer-focused brands think it is? With 
the surge in D2C-CPG brands the challenge 
will be to rise above the noise. 

D2C brands: The darlings 
of the digital customer This is not a passing 

fad or trend, this is 
an evolution of the 
CPG space. A shift in 
the digitalization of 
both commerce and 
consumption has put 
the customer at the 
center of business 
decisions. 

4 5



Questions that need answering 

There are many questions to ask: Why are 
consumers flocking to try D2C brands? 
What is it about certain D2C brands 
that make them attractive? Is motivation 
driven primarily by product quality? Price? 
Convenience? Why are consumers buying 
into this now? What will happen at ‘Peak 
D2C’? What’s new on the horizon? 

5 CPG brands making it big in 
D2C: 
 
Graze – The snack box company, snapped 
up by Unilever. Unilever also owns Dollar 
Shave Club, the razor D2C brand it paid $1 
billion for. 

HelloFresh – A meal kit recipe box company 
based in Germany. With more than two 
million customers worldwide, the group is a 
market leader throughout Western Europe, 
North America, and Australia.

Maille mustard – Also owned by Unilever, it 
has sold direct to consumers for some time 
via a dedicated website. It’s grown through 
offering unconventional items at premium 
prices, and through other partnerships like 
with cookware brand Le Creuset.

NatureBox – A healthy snacks company 
in North America that offers a wide 
assortment of nibbles through a 
subscription service.

The Bouqs Company – an online floral 
retailer that delivers flowers fresh from 
eco-friendly, sustainable farms to doorsteps 
nationwide. 

Others to watch:  

Quip – Subscription dental care items, 
including a streamlined, smart brush. 

Chewy.com – Online pet supplies that can 
be auto-shipped. 

Hubble – Lens company looking at 
elevating disposable lens buying. 

Recess – CBD-infused seltzer.

Why are consumers 
flocking to try D2C 
brands? What is it 
about certain D2C 
brands that make 
them attractive? Is 
motivation driven 
primarily by product 
quality? 
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02What do D2C companies
look like?
Digitally native, vertically 
integrated brands

It’s worth understanding the characteristics 
of DNVBs. Many of them refer to 
themselves as the ‘Uber of X’ or the ‘Dollar 
Shave Club of Y’ – from food to cosmetics, 
cleaning products to beverages. Their 
products are financed, designed, 
produced, marketed, distributed, and sold 
under the banner of one company. 

The aim is to go straight to the consumer 
and in the process slash the mark-up that 
goes to retailers and wholesalers. The 
savings can be used to offer exceptional 
product design, quality, and customer 
service at lower prices.  

Primarily they live online, born on (or 
reinvented for) the web. They are devilishly 
focused on eCommerce and rarely use 
brick-and-mortar stores (more on that 
later). They’re disruptive – looking to 
reinvent CPG and how we perceive retail.  

Being nibbled to 
death by a multitude 
of small piranhas is 
the biggest
concern for the big 
CPG brands.
Piranhas are quick 
and agile, while big 
CPG brands are slow 
and ponderous. But 
that’s starting to 
change.  

What it means to be DTC  

They tend to be niche, concentrating on 
one category with a fine-tuned proposition 
craft beer and quick meal kits. The aim is 
to control their own destiny with a direct-
to-consumer relationship, co-creating 
products through a conversation with the 
consumer. The idea is to maintain end-to-
end control over the product lifecycle. 

A school of ‘piranha’ D2C start-ups are now 
taking small, but not inconsequential, bites 
out of the toes of the traditional global 
CPG brands. They’ve had a meteoric rise 
in popularity and attract a lot of attention 
from the media.  

At the moment many are small fry in very 
large markets. But being nibbled to death 
by a multitude of small piranhas is the 
biggest concern for the big CPG brands. 
Piranhas are quick and agile, while big CPG 
brands are slow and ponderous. But that’s 
starting to change.  

Where D2C works 
 
If Airbnb and Uber are the poster-child 
disruptors of the travel sector, then Dollar 
Shave Club and Beauty Pie are attempting 
a similar heist in CPG. They epitomize the 
rapid evolution in digital commerce and 
consumption. And D2C is proving fruitful in 
a great variety of lines within CPG.  

In fact, 87% of retail brands in the US and 
UK have said they plan to launch a D2C 
channel at some point in the future, while 
23% said they will do so within the next 
12 months, according to research by 
Brightpearl. And SAP found that 90% of 
consumers would rather buy directly from 
a brand.  

D2C works because of the power of the 
Internet. Instagram, Twitter, Google, and 
Facebook enable any brand to reach 
customers at incredible scale, for relatively 
low cost. 
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03The changing landscape 
A slowing market

Not a week goes by without some breaking 
news concerning the slide of brick-and-
mortar retail. Slowing growth across 
in-store retail and CPG categories has 
many talking about the death of the high 
street by 2030. Those with costly legacy 
infrastructure and creaking systems face 
challenges. 

The CPG sector is seeing only 1–2% annual 
growth in sales. Where executives are 
scrambling to find better returns, digital 
D2C looks promising.

Declining brand and product loyalty, plus 
a willingness to try new products (at least 
among younger generations), combined 
with the meteoric rise of online shopping, 
means there are many issues at play. Throw 
D2C start-ups into the mix, and some have 
called it ‘death by a thousand cuts’ for 
long-standing players in retail. 

One of the most significant factors is 
that we are at a global low point when it 
comes to consumer confidence in large 
corporations, many of which sit in the CPG 
and retail space. 

And large CPG corporations find it hard to 
evolve quickly. They are lagging behind the 
direct brand revolution. After decades of 
selling products through certain channels, 
it’s not easy to reinvent how businesses 
operate. Most CPG brands don’t own the 
customer relationship – their retailers do.

The systems needed 
for bringing a 
product to market 
are increasingly 
affordable – rapid 
product prototyping, 
digital payments, 
enterprise resource 
planning and more.
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What’s changed?

There’s never been an easier time to start 
a D2C company. The barriers to entry are 
very low. The systems needed for bringing 
a product to market are increasingly 
affordable – rapid product prototyping, 
digital payments, enterprise resource 
planning and more. At every step in getting 
a product to market, there’s an affordable 
digital offering.  

Distribution direct to people’s doors 
has never been easier and more 
affordable (thank Amazon for snowballing 
expectations), while new fulfilment formats 
are increasing.  

Crowdfunding on Kickstarter or Indiegogo 
allows D2C brands to launch quickly 
and generate early demand, while angel 
investors and venture capitalists circle this 
space looking for the next big thing. 

As discussed earlier, D2C is nothing 
original, even within the CPG space. It 
has historically been confined to small 
to medium enterprises (SMEs), offering a 
personalized service and a unique product.
What’s new is that SMEs – with the 
leverage of the Internet and financial 
backing – have the potential to make a 
larger impact.   

At the same time, established big brands 
are now seeing the fertile D2C landscape 
as a potential growth area. These are 
exciting times.

What’s happening right now?

Looking to the US, eight out of ten 
consumers say they plan to buy at least one 
product from a D2C brand in the next 12 
months, according to a poll conducted by 
YouGov. They may be niche, and relatively 
small, but are attracting attention. 

D2C brands spring up by the day. Speed 
to market is everything. Agile start-ups are 
capable of getting new products in front 
of customers in months. They are able to 
reiterate the product quickly if it does not 
meet expectations, in a time frame big 
brands can only dream of.

A game-changing business decision can 
be taken in one day at a D2C start-up. 
At companies like Procter & Gamble or 
Unilever, the cycle is 15 to 20 days. That’s 
365 impactful decisions per year from 
a nimble disrupter, versus 20 to 30 at a 
large corporation. In theory, a small CPG 
innovator can iterate products 30 times 
faster than traditional players.  

This is why agile D2C business models 
have proved successful in product areas 
dominated by slow-moving brands, 
especially those with weighty profit 
margins such Casper mattresses, or Warby 
Parker in eyeglasses.
 
But this is where CPG is different: wafer-thin 
margins mean that it hasn’t succumbed as 
fast as other sectors to disruption, unless it 
involves high volume – think men’s razors 
and the rise of Harry’s or Dollar Shave 
Club. The success of a meagre few has 
now attracted many hopeful D2C start-
up brands and investors sniffing out rich 
rewards.   

The experience economy

The focus for many brands is the millennial 
consumer at the heart of the 21st Century 
experience economy, increasingly 
interested in personalized experiences. 
They are less interested in features, but 
more about the stories around the product 
and the brand – its values, ethics, and 
ethos.

It’s about buying into a lifestyle, via 
association or a novel experience. It’s 
the emotions and sensory experiences 
the brand triggers, and the personal 
relationship with the company. 

Many D2C start-ups, especially in CPG, are 
unable to undercut significantly on price. 
So they must differentiate themselves in 
other ways, and the experience economy 
is one route. This may be by addressing 
consumer pain points. For instance, 
Birchbox’s subscription beauty box allows 
people to try products without having to 
visit stores.

D2C brands are using sophisticated 
and affordable online platforms to offer 
customers the ability to personalise their 
brand experience. For example, See’s 
Candies online candy box builder recreates 
the classic in-store counter experience for 
digital customers.

Let’s not forget that consumers are 
increasingly drawn to brands that forge 
personal relationships, deliver intimate 
experiences, and demonstrate genuine 
empathy to all involved.
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Beyond the hype

Many DVNBs face huge hurdles in their bid 
to conquer the CPG sector. Digital David 
has yet to slay the Goliath of packaged 
goods. Investors have noticed a surplus of 
D2C start-ups in other sectors.  

The swarm of brands will eventually make 
it difficult to stand out. When there are 
countless meal kit companies and shaving 
brands vying for customers’ attention, 
rising above the marketing, social media, 
and advertising noise will be tough. 

Capturing more than just a small loyal 
following is difficult unless brands evolve 
their approach. Buying higher-end, durable 
consumer goods – designer luggage, 
eyewear, footwear, mattresses – is very 
different to purchasing food, toiletries, or 
beverages.  

Consumers are less likely to be loyal to a 
nominal value snack from NatureBox than 
a several-hundred-pound holiday holdall 
from Away. Here lies the challenge, the 
D2C-CPG market has its own specific 
issues.

There is no doubt, though, that the 
meteoric growth of eCommerce has taken 
traditional brands by surprise. Many are 
only now taking the D2C market seriously. 
It’s a challenge, and an opportunity. 

At the same time, first-mover advantage 
has provided some great examples of how 
to make inroads into CPG sub-sectors. 
Novelty works well in many categories. But 
it won’t be as easy for other start-ups to 
tread a similar path. Also, how many D2C 
companies do consumers want to deal 
with on a weekly basis to fill their fridges, 
cleaning cupboards or bathrooms? 

Micro-digital brands still lack a lot in 
terms of manufacturing and production 
prowess, especially in the CPG sector. 
Large corporations have sophisticated 
production lines and product-testing labs 
that D2C start-ups can only dream of. But 
what they lack here, they make up for in 
data and agility.   

04Challenges in the D2C 
market

Key CPG sectors where DNVBs 
are making inroads 
 

•  Non-alcoholic beverages 

•  Beer, spirits, and wine 

•  Meal kits  

•  Men’s grooming and toiletries 

•  Cleaning products 

•  Women’s toiletries  

•  Floristry  

•  Healthcare 
 

Reliance on retailers and 
supermarkets 

The CPG sector has some unique issues 
when it comes to D2C. The dominance of 
retailers and supermarkets in this category 
means many producers of consumer-
packaged goods are too reliant on revenue 
from these channels to consider pursuing 
D2C eCommerce fully. They also risk 
damaging relationships with retailers and 
distributors if they do. 

This is symbiotic, as stores depend 
entirely on the brands they stock to attract 
customers. But retailers and many CPG 
brands are seeing sales growth slow to 
a snail’s pace. There may be a macro-
trend for discerning individuals to distrust 
big brands, but on the whole, those that 
are turning to smaller brands are still the 
minority.
  
Most D2C brands that have tried to avoid 
middlemen are realizing that the direct-to-
consumer niche alone is just too small to 
really scale and make it big.
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Once start-ups have conquered initial 
distribution and gained a loyal following, 
then cheap, scalable customer acquisition 
becomes a real challenge. Unilever’s 
purchase of snack box Graze is interesting 
for that matter alone. They’ve now moved 
into stores to scale their customer base, 
having found word of mouth, advertising, 
and direct mail isn’t enough.  

Diageo, the alcohol giant, closed its 
Alexander & James D2C online retail 
destination back in 2017. It claimed 
finding a formula to sell to consumers 
directly is like ‘a pot of gold at the end 
of the rainbow.’ They opted to work with 
wholesale partners and retailers.  

The potential for saturation and then 
turnover in D2C brands in the CPG sector 
is likely to be high. Barriers to market 
entry are low. Initial traction can be easy, 
but further growth is not. Once a piranha, 
always a piranha. Unless you get gobbled 
up by a bigger fish. 

Look at the supermarket shelves across 
North America. In recent times they’ve 
stocked more micro and niche brands, 
realizing this is what consumers want. Some 
are DVNBs realizing they need these outlets 
to grow, as that’s where the majority of 
people still shop for groceries.  

Drawbacks of digital advertising 
 
D2C start-ups, having not wished to pay 
retailers and wholesalers for distribution, 
are ironically paying growing sums of 
money to digital advertising platforms such 
as Google and Facebook to gain significant 
traction in the market. 

Many D2C brands suffer from the 
economics of marginal utility. As their 
spending on digital advertising rises, it will 
always become more expensive to convert 
consumers online – not less. Essentially, 
as potential customers see an ad or brand 
more often, the impulse to purchase 
lessens, and the brand’s ability to disrupt 
diminishes as the novelty wears off. 

The big issues with consumer 
packaged goods

•  You have a different relationship with  
 a Nike sneaker than a pot of mustard.  
 Creating this relationship is much harder  
 with CPG goods, and so are highly- 
 personalized interactions. Brands  
 therefore have to work harder with   
 storytelling, experience, customer   
 service, and the quality of the  
 product itself. 

•  Efforts in this sector are still in their   
 early days and they lag way behind D2C 
 juggernauts in other categories, such as  
 apparel or cosmetics.

•  D2C fulfilment and delivery can be an  
 issue for profits, especially in low-value  
 CPG goods. But there are many   
 affordable, last-mile partnerships   
 available.

•  Most new D2C brands only really   
 resonate with a niche consumer   
 segment. The wider audience is what  
 most are looking for, yet this group see  
 them as novelty or an alternative rather  
 than their go-to. Convincing people to  
 substitute their current habits for new  
 ones is a big issue in CPG.

•  Many consumers are fickle purchasers,  
 especially in CPG. There has been   
 success in subscription services, such  
 as deodorant, men’s razors, laundry   
 detergent refills, and coffee capsules.  
 But these services need to go the extra  
 mile. Packaging makes a difference, as  
 does the surprise and delight element.  
 But many people cancel after just three  
 deliveries.
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05
What works well for D2C

D2C start-ups focus on becoming known 
for doing one thing very well. They look at 
current pain points in a product or service 
model and offer something better. The 
problem-solving is embedded into the 
brand promise. 

The advantage is the clarity of purpose 
created by starting with one distinct, 
niche concept. This affords a crystal-clear 
sales and marketing strategy, and market 
proposition. Anastasia Beverly Hills had the 
perfect eyebrow shaping method, Bonobos 
started with one pair of pants, Harry’s had 
one razor. 

Many D2C brands are started by passionate 
individuals who were once frustrated 
consumers… and… ‘Voila, I bring you 
the ultimate in X, Y, Z’. This customer-
experience led approach is very now. It 
resonates with the market and younger 
consumers, globally.  

Convenience-focused offerings, 
replenishment and subscriptions, for 
instance, can be a viable opportunity. 
With this model consumers are less likely 
to lose interest in a particular product.
These models look to drive established 

behaviors, test new products, and reduce 
the likelihood of cancelling.

DVNBs are at the sharp-end of the digital 
transformation we are seeing in many 
industrial sectors. D2C makes a lot of sense 
because the new business model puts data 
and customers at the core.
   

Strategies for success 
 
D2C companies prefer to handle everything 
– product design, marketing, customer 
service – in-house, which allows a holistic 
approach. The company is effectively 
speaking to the market with one voice. This 
also means brands can adapt the product 
and offering rapidly and cohesively to 
perfect what’s on offer. It’s this approach 
– powered by complex data analytics and 
technology – that makes D2C digital start-
ups stand out. 

Why consider D2C?

For D2C start-ups, the following
is required:  

1.  A clear definition of what going D2C will 
achieve for the brand 

2.  A unique selling point to attract and 
retain consumers 
 
3.  A scalable economic model that goes 
beyond early traction

Abundant D2C start-ups are bold enough 
to experiment right now with new 
products, rather than take a wait-and-see 
approach. They test new models of service 
and engagement in the real world. They’re 
agile and open to new perspectives on 
old markets. According to an SAP Industry 
Value Analysis survey, 50 percent of CPG 
sales growth in the years ahead could 
come from D2C. 

Price 

Challenger D2C brands have a very low 
cost of sale. This is due to the significant 
logistical and infrastructural costs incurred 
by legacy brands. Dollar Shave Club is one 
example; indeed, the entire brand is named 
after its pricing strategy. 

The value of marketplaces 

Many CPG brands are reconsidering how 
they go to market. Online marketplaces are 
seen as a quick stepping stone to D2C. But 
there are issues regarding the ‘race to the 
bottom’, where the key determinant is low 
price. And this doesn’t resolve having to 
pay the middle man. However, this can be 
a way to test products in the market and 
gain more insightful customer feedback 
and data. 
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Penetrating the market 
 

D2C start-ups often address large markets 
from the offset. Some of the categories – 
food, toiletries or pet food – are vast.   

The disruptors look for early traction from 
a target group, such as millennials, in 
order to achieve ROI. D2C start-ups are 
competing with brands who have million-
dollar advertising budgets, so they have 
to be niche, be relevant and have an 
unexploited appeal.  

Going viral the next day is a D2C start-
up’s dream, but rarely occurs. Successful 
companies have used various strategies.
  
Harry’s, for instance, incentivizes micro-
influencers to act as ambassadors. 
Celebrity endorsement never goes amiss. 
Casper customized keyword landing pages 
in order to dominate online searches for 
mattresses. 

But, as mentioned earlier, scaling up is 
one of the biggest issues that D2C start-
ups face. Having a group of passionate 
advocates with specific needs allows 
disruptor brands to conquer one 
demographic. But making it meaningful to a 
wider audience can be a bigger issue.

Research by McKinsey has found CPG 
companies that successfully scaled up their 
D2C business were able to do so in part 
because they adopted a ‘venture capitalist’ 
mind-set when it comes to measuring 
success. This means a clear focus on 
revenues, margins, and cash flow, plus high 
lifetime value and low customer-acquisition 
costs.  

Is D2C right for you? 
 
It’s clear today that CPG brands need to 
consider their D2C strategies. However, it’s 
not easy to alter the way these businesses 
operate.  

Many incumbent CPG brands just deal 
with suppliers and retailers. D2C involves 
creating an offering that encompasses all 
points in the customer journey effectively. 
Not every brand is prepared to go down 
this route. It’s a commitment.  

A shift from wholesale to D2C fulfilment 
requires a significant amount of change, 
for example warehouses accommodating 
shipment of individual items as opposed to 
shipping bulk containers and pallets. 

On the contrary, D2C brands are in the 
business of sending single packages to 
consumers regularly. They deal with faulty 
goods and returns and late deliveries. 
Having the ability as a D2C brand to deal 
with these touchpoints effectively involves 
a good deal of investment. As large CPG 
corporations weigh up the costs involved, 
the big question remains: is it worth it? 

The efficient production, storage, 
processing, and delivery of inventory could 
be a key differentiator in the years ahead. 
But this capability is costly and should not 
be taken on lightly.

There are also many questions worth 
asking. Is your offering unique? Is it an 
uncluttered marketplace? Do you have a 
unique story to tell that customers will buy 
into? If the answer is yes – there may be 
opportunities.

A tricky economic landscape 

There is no doubt that D2C brands have 
captured loyalty and admiration in recent 
times. But it is worth noting that many have 
unsustainable economic models, according 
to research giant Forrester.  

21

The finances are difficult to make work and 
differentiation is getting harder. Yes, the 
money is still flowing into D2C businesses. 
But whether D2C start-ups can actually 
deliver better value than their predecessors 
depends on how broken the existing 
market is.

Many believe that DNVBs are actually tech 
companies operating in various consumer 
segments, rather than product companies 
that have adopted technology. It’s an 
intriguing thought. These companies rely 
on customer-centric data, technology 
platforms, and digitally driven business 
models. For businesses looking to transform 
to D2C, this should be a conversation about 
digital transformation.

50% of CPG sales 
growth in the years 
ahead could come 
from D2C, according 
to a survey from SAP 
Industry Value
Analysis. 
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Backwards-running supply 
chains

Firstly, supply chains for D2C brands are 
the opposite to those of legacy CPG 
brands. With DNVBs it’s all focused on 
the customer and customer centricity. 
All signals start with the consumer, who 
drives considerations in delivery, logistics, 
packaging, manufacturing and sourcing.  

These so-called ‘backwards-running 
supply chains’ are designed to deliver 
personalized products and experiences 
to every customer. This painful attention 
to detail is extremely well-loved by 
consumers, especially millennials. Many of 
the products and services are focused on 
solving consumer problems. Hence the 
appeal.  

While big CPG executives wake up each 
morning wondering about the sales figures 
from their retailers, and how they are 
going to keep inventory moving through 
distributors, small D2C executives wake 
up in cold sweats worrying about the data 
they’ve seen along the customer journey. 

The digital-first model is one DNVBs 
have rolled out from the start. They force 
customers to interact with them in this way. 
Why? Because it leaves a data trail that can 
be utilized effectively. D2C brands tend to 
be highly interactive and highly automated. 
They operate 24–7, 365 days of the year. 
Yet many big, traditional CPG brands don’t 
offer that kind of service.  

It doesn’t help that legacy CPG brands 
are restrained when it comes to products 
by their retailers. Brands are limited in 
terms of what fits on supermarket shelves 
and what can be transported en-masse. 
Their supply chains are designed to build 
mass products, push them down channels 
and sell as much as possible for as high a 
margin as possible. 

This limits product size, packaging, 
labelling, and presentation. Many D2C 
brands actually focus on the ‘unboxing’ 
experience. They’ve taken a leaf out 
Apple’s book with iPhone launches.  

06What can we learn from 
the current market?

D2C brands tend to 
be highly interactive 
and highly
automated. They 
operate 24-7, 365 
days of the year. Yet 
many big, traditional 
CPG brands don’t 
offer that kind of 
service. 
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What can CPG learn from other 
sectors? 

Consumer packaged goods are very 
different to eye glasses, mattresses, 
luggage, clothes, or high-end bicycles. 
Prices are lower, convenience rates higher. 
There’s less loyalty. 

However, what many leading brands across 
D2C sectors share are similar values in 
design, quality, transparency, and inclusion. 
And this sets the bar higher for brands in 
general, not just in D2C. How to refine a 
product, a story, or a pain-point remedy, is 
where CPG brands can learn. 

And it doesn’t have to live online. Digital 
D2C brands are now seeing the value in 
traditional retail models. Many companies 
including Away for luggage, Allbirds for 
footwear and Casper for mattresses have 
opened brick-and-mortar stores in major US 
cities such as New York, Los Angeles and 
San Francisco. Consumers still appreciate 
the physical experience.

What are the giants doing? 

There is apprehension in CPG-FMCG (fast-
moving consumer goods) companies to 
go D2C, due to the businesses changes 
required. On the other hand, they are the 
ones with the money to invest in change.  

Marc Pritchard, the chief brand officer of 
CPG giant Procter & Gamble, explicitly 
referred to its D2C model, saying it is 
‘where things are going.’  

This is why big firms are now trying to 
cultivate their own D2C brands. Kraft 
Heinz launched Springboard in 2016, 
an incubator for small, disruptive food 
and drink brands. In 2019 five brands 
were promoted to the second level of 
its incubator platform. Springboard has 
four growth areas including natural and 
organic, specialty and craft, health and 
performance, and experiential brands.
  
Kellogg’s has an investment arm, so 
do General Mills, Nestlé and PepsiCo. 
They’ve all created incubators to snap 
up innovation. They’re looking for small 
companies with big potential. They are 
clever enough to keep the D2C businesses 
internally separate beyond the established 
corporate structures, meaning they can still 
be agile. This is critical for success in the 
early stages.  

The giants of consumer goods and 
retailing, once initially slow to respond to 
D2C start-ups, have wised up. D2C brands 
have laid bare how ill-prepared many 
traditional brands are for the digitally savvy 
consumer. 

Whilst big CPG
executives wake up 
each morning
wondering about the 
sales figures from their 
retailers, and how they 
are going to keep
inventory
moving through
distributors, small 
D2C executives wake 
up in cold sweats
worrying about the 
data they’ve seen along 
the customer journey.
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Investors move into D2C

As investments in pure technology 
companies have become more 
competitive, venture capital firms have 
expanded into new categories like 
consumer retail. They’ve been looking for 
low-hanging fruit in other sectors. The food 
and beverage industry is one that’s been 
singled out.  

In the US alone there are now an 
estimated 400-plus D2C start-ups that 
have collectively raised roughly $3 billion 
in venture capital since 2012 (this is not 
specifically in CPG). 

Collaboration boosts growth 
 
The market has changed. Many long-
established businesses are now expanding 
into the D2C arena, with the mantra ‘if you 
can’t beat them – buy them.’ Or they’re 
starting to incubate their own DNVBs in-
house. Dollar Shave Club was purchased by 
Unilever for an incredible $1 billion.   

Walmart already has a DNVB division, 
headed up by one of the founders of 
Bonobos, a D2C digital native that Walmart 
purchased. It’s already incubated Allswell 
– a competing mattress brand to Casper. 
Following what happens in the U.S., which 
has a more developed D2C scene, can 
provide insight since a lot of money has 
driven developments there.  

 

In the US alone there are now an estimated 400-
plus D2C start-ups that have collectively raised 
roughly $3 billion in venture capital since 2012. 

07Critical issues for
the D2C model

D2C brands focus 
a lot of attention on 
acquiring and using 
first-party data. This 
is used primarily to 
understand more 
about who is buying 
and who isn’t. It 
allows start-ups to 
create a direct line 
of communication 
with their customers. 
It also allows them 
to test, tweak, and 
perfect offerings. 
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Data is king 
 
We’ve discussed how the major difference 
between 20th century D2C and today’s 
model is technology. Part of this is data 
and how it facilitates the business model. 
The future will be digitally built brands, 
and data is at the core. It now determines 
brand success.  

D2C brands focus a lot of attention on 
acquiring and using first-party data. This 
is used primarily to understand more 
about who is buying and who isn’t. It 
allows start-ups to create a direct line of 
communication with their customers. It also 
allows them to test, tweak, and perfect 
offerings.

CPG brands that rely on supermarkets 
and retailers to sell their products are at 
the mercy of these outlets in feeding data 
back. D2C is the singular source of truth 
and real insight for brands – this cannot be 
underestimated.  

The data-driven world and customer 
insights are the foundation for seamless, 
personalized shopping experiences. Going 
D2C is one way CPG brands can regain 
control of the customer relationship, their 
data, and ultimately the company’s destiny.  

 

 

The role of social 

Take Graze or Dollar Shave Club, two big 
names in D2C. They were born on social 
media, and are savvy operators in this 
space.  

Most customers learn about a D2C brand 
on social media, and many of these 
millennial-driven companies are more 
advanced in terms of their digital and 
social strategies. They are hot on the 
power and strength of social and influencer 
campaigns. They target the younger 
generation of digital natives. They speak 
their language and the customer listens.  

This represents a group which would have 
been the future demographic target of 
traditional CPG brands. Yet they are very 
much the here and now, and are tuning into 
something different to traditional marketing 
methods. Social media now allows the 
smallest D2C minnow to have the reach of a 
global firm, without the overhead. 

 

 

The importance of unique digital 
content 

D2C brands use content marketing as a 
significant differentiator. They realize that 
this is the glue that binds customers and 
their online community to the brand. In 
many cases their mission is their story.
Content is allowing brands to have a 

conversation with customers at various points 

in the consumer journey. Today CPG firms are 

trying hard to educate and entertain.   

Content has always been king. Unique 

content sets companies apart and digital 

content reels in the next generation of 

consumers. But with D2C brands the remit 

is much larger. If you have a food brand then 

the conversation is about cooking, meals, 

dieting, or providence. Cleaning companies 

are now sponsoring environmental initiatives, 

while toilet paper businesses are creating 

apps to help busy parents find the nearest 

bathroom when they are out and about with 

their children.  
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Some believe that we will reach ‘Peak 
D2C.’ Could there be a time soon when 
consumers get bored with the repetitive 
sound, look, feel, and aesthetic of D2C 
brands that are wittier, more tasteful, more 
distinct, and better presented?  

If the brand isn’t streets ahead in terms of 
quality versus price or convenience then 
consumers won’t buy into it. There’s only 
so much emotional resonance a brand 
can portray, only so much investment a 
customer can give. There’s a limit to how 
many close relationships, subscription 
boxes, and unwrapping moments that can 
be enjoyed.  
 

What’s next? 

We should look at markets such as China, 
where D2C is progressing rapidly, at a 
mind-boggling scale, backed by Baidu, 
Alibaba and Tencent, with a willing, 
tech-savvy, one-billion-plus population. 
Probability states that new ideas will come 
from China.    

Established CPG brands are finally figuring 
out what they can learn, exploit, and 
foster when it comes to D2C. When big 
corporations are acquiring D2C start-
ups en-masse you know the market is 
changing. They’re incubating, nurturing, 
and testing D2C brands now.  

08The future

When big corporations are acquiring D2C
start-ups en-masse you know the market is 
changing. They’re incubating, nurturing, and 
testing D2C brands now. 

The savvy CPG giant will take the rule book 
from agile D2C digital natives and use it to 
change mind-set, and rethink its portfolio 
of consumer goods. It will realise that it can 
breathe life into smaller, niche brands using 
a D2C digital-first mentality. It can approach 
the market in different ways, listening to 
millennial trends and quick shifts in 21st 
century markets.
  

 Trends in the D2C-CPG space 
 
•  DNVBs don’t need to end up a digital- 
 only proposition. Look at Graze snack  
 boxes, they are found in physical stores  
 now, too. D2C going offline will be a  
 big trend.  
 
•  Expect D2C companies to advertise on  
 broadcast and print media channels.  
 When you start to see brands like Dollar  
 Shave Club going into television, that’s  
 when you know they’ve run out of ideas  
 online and need to go offline. 
 
•  CPG brands that want to reach   
 millennials and beyond will focus on the  
 full arc of the shopper experience –   
 we’re talking omnichannel. D2C will be  
 part of a bigger tool kit overtime. 
 
•  Some D2C firms insist on focusing on  
 a single item in the bedroom, kitchen or  
 bathroom, when they would do better to  
 offer a stable of products. DNVBs will  
 make their name in one category but  
 expand into others.  

New technology that will assist 
D2C 
 
As a digitally driven model, expect 
developing technologies to play a role 
in the future landscape. From voice 
recognition to virtual reality, programmatic 
commerce to artificial intelligence, 
technology will help DNVBs surprise and 
delight customers. 

For instance, when the smart kitchen 
and smart appliances become more 
widespread, through the Internet of Things 
(IoT) then this will allow food and beverage 
companies to offer something new in the 
D2C space. Proper cooking and storage 
information could be utilized to talk to 
smart ovens and refrigerators direct from 
your subscription recipe-box.  

When blockchain becomes more widely 
used it will allow DVNBs to promote and 
market traceability, transparency, and 
accountability along their supply chains.  

Millennials looking for storytelling and 
experiences will find them. Customers 
could learn more about a product – 
from what farm it was grown on, to the 
temperature it was transported at – 
simply by scanning the QR code on the 
packaging.  
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There are unique factors at play that 
dictate the direction of the CPG sector. The 
digital D2C piranhas take small bites out of 
the profits of the CPG giants. But the larger 
corporations have enough financial clout 
and presence in mainstream supermarkets 
and retailers, that they can withstand the 
attack for now. Scaling-up seems to be 
an issue for the small fish. There aren’t the 
profit margins in CPG that made Casper or 
Warby Parker so profitable in other sectors. 
Once a piranha, always a piranha. 

What these smaller DNVBs have done is 
force large corporations to reconsider 
how they refine storytelling, experience, 
customer service, and the product itself. 
Many believe that DNVBs are in fact 
technology enterprises in a different guise. 
Whether or not this is true, their success 
cannot be ignored. 

Whether through acquisition, incubation or 
innovation, larger CPGs must learn to focus 
on customer-centric data, technology 
platforms, and digitally driven business 
models. This is a conversation about 
digital transformation first of all. Logistical 
business changes can follow. 

When it comes to digital transformation, 
LiveArea has experience in bringing 
digital commerce to life and delivering 
transformation from wholesale to D2C. 
We deliver a holistic portfolio of digital 
commerce services to elevate brands and 
remove friction from every interaction, 
delivering rich, personalized experiences 
for CPG brands and their customers. 
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ABOUT

LiveAreaCX.com

LiveArea is an award-winning global 
commerce services provider. The
comprehensive portfolio of capabilities we 
deliver combines consulting, strategy,
design/UX, technology, and digital marketing 
to bring commerce to life. 

For more than a decade, emerging businesses 
and leading brands – including 30+ retailers 
ranked among the current Internet Retailer 
500 – have turned to LiveArea to grow and 
transform their B2C and B2B commerce 
channels. Clients cover a variety of verticals, 
including health and beauty; fashion and 

apparel; luxury; consumer packaged goods, 
retail; automotive; and business to business. 
An extensive network of ecosystem partners 
includes leading commerce platform 
providers along with an array of solution 
partners. LiveArea, a PFSweb Inc. business 
unit, has offices in Dallas, Seattle, New York 
City, Raleigh, London, Sofia, and Bangalore. 

For more information, visit  
www.LiveAreaCX.com
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