PATH TO PRE-COVID GROWTH:
A FRAMEWORK
Thoughts on navigating a digital-led recovery through strategic choices
in times of turbulence
BY RAHUL BHARGAVA
On February 16, Pankaj was pleased
with the way FY20 was closing for
his organisation, Nainani Medico. He
was expecting a 20%+ YoY growth in
revenues, driven by various
initiatives he had taken as the Head
of Operations Excellence and
Strategy. Then Covid-19 happened!
After an initial surge in orders for
medicines, sanitisers and related
products, his organisation struggled
to manage operations due to a strict
lockdown, positive cases of Covid-19
in the organisation and supply chain
disruption. While he will still close
FY20 on a good note, he is not
certain how FY21 would be as he
asked me multiple questions he is
grappling with:
How would consumer behaviours
change?
Should we alter our sourcing and
supply chain?
What should we do in digital,
given our starting position is
weak to modest at best?
Should we look at new markets
for cash generation?
Many business stakeholders are not
as fortunate as Pankaj, as they are not
in the essential services category,

while those who are in, have similar
conundrums as Pankaj. However, the
nature of questions is similar even
for those who are outside the
essential services category.
We followed some of the bigger
think tanks (e.g., McKinsey and
Company, Harvard Business School,
The Economist) over the last few
days, spoke to several of our clients
(mid-market organisations in India &
North America) and researched for
interesting examples of response to
Covid-19.
This article synthesizes that work
and is outlined in 5 sections:
1. Scenarios for FY21: What are the
think tanks predicting?
2. Learnings from 2007-08:
Characteristics of winners from
the last recession
3. Trends emerging and interesting
examples: Some noteworthy
responses and pivots in midmarket space
4. Path to pre-Covid growth: A
framework for consideration
5. Questions PurpleCrest can
answer: Where we could offer
support during the crisis
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#1

SCENARIOS FOR FY21: WHAT ARE THE
THINK TANKS PREDICTING

At the time of writing this article, most think tanks came out with their
predictions for how the economy would get impacted by Covid-19 crisis.
Prominent ones could be seen here. We do not consider ourselves an expert
in large macro-economic forecasts and hence rely on insights by the big
think tanks. We understand that most predictions rely on 2 important
parameters:
Country by country: How the virus spreads and healthcare systems
respond.
How the governments respond on economic policy- stimulus,
restrictions, etc.
The impact of countries that have high weightage on global trade (e.g., the
US, China) would be higher initially and till each economy decides to become
‘less global’, leading to local supply-chains emerging. We asked some of our
clients the 3 questions that mattered around mid of March 2020 and the
beginning of April, 2020:
What do you expect would be the ‘depth’ of disruption for your business?
That meant loss in demand and revenues.
What is your expectation of the ‘shape’ of the recovery curve? That
meant pace of recovery when it starts and hence could be projected in
revised business plans.
What do you think would be the ‘duration’ of the disruption? How long
do you think this disruption will last?

The responses (Exhibit 1) - on page 3 of this document- would probably vary
by now, nevertheless they are broadly in-line with what we saw in the
predictions by major think-tanks. Let's take a look.
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(Exhibit 1)
The International Monetary Fund (IMF) came out with a grim outlook for
2020 in its April, 2020 release (Exhibit 2)

(Exhibit 2)
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There are 4 scenarios that executives globally are predicting:
1. Virus will recur, leading to slow zig-zag growth and recovery
2. Virus will be completely contained, leading to slow recovery
3. Virus will be completely contained, and then recovery will be sharp
4. Virus will recur, but we will get back to the “old normal” driven by
global bounce-back
Our recommendation to organisations is to plan for each of the 4
scenarios, closely monitoring the cash flows and revisiting major
assumptions till one of the scenarios looks like the reality. As we will see in
the next section, the winners from the last such recession exhibited
characteristics that prepared them for a variety of scenarios.

End of Section #1
Scenarios for FY21: What are the think tanks predicting
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#2

LEARNING FROM 2007-08: CHARACTERISTICS
OF WINNERS FROM THE PAST RECESSION

We looked at multiple research reports on what the previous recessions have
taught us about characteristics of winners and losers. There is one article that
draws comparison with the global demand and supply shock at the
beginning of World War 2. It emphasizes that the old ways of working and
markets won’t exist once the crisis is over, similar to what happened 80 years
back.
Then we particularly liked this article on building resilient operations as it
shares the insights from analysing 1000 large, publicly traded companies
from multiple industry sectors during the 2007 crisis. The following exhibit is
an example from the automotive sector. The top 20% companies (by total
returns to shareholders) that emerged after the recession, are called
“resilients” - as they seemed to have managed the recession better than the
non-resilients (Exhibit 3). The 2 fundamental differences between these,
irrespective of their starting position, were (a) Speed (b) Discipline.
Sample mean Total Returns to Shareholders in Auto Sector, 2007-11

4
(Exhibit 3)
Source: McKinsey and Company
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In the case of mid-market and large organisations, these 2 differences
could mean the following:
Speed: being faster and harder on productivity, getting a 3-4x reduction in
operating costs (vs. peers), 12-24 months faster than the competition in
execution and protection of revenue growth by speed of action (while others
are still figuring things out)
Discipline: doing 1.5-2x more divestments during the downturn, readiness &
execution on more acquisitions during recovery and having cleaned up
balance sheets early (de-leveraged)
In case of smaller organisations, the differences could also include:
Speed of customer acquisition - partner with others (often the most effective
lever), offer discounts, acquire another asset (if there is cash), follow the
market and/or do heavy promotions (sounds counterintuitive but really
differentiated in a past recession). Those organisations which were able to
somehow acquire new customers during the downturn, benefitted
significantly when the recession was over.
More discipline in cutting costs - small operations don’t mean zero fat! But it
could mean it is easier to move to a lower rental location or trim working
hours or do multi-tasking or work remotely. Even adopting newer
technologies to increase productivity could be easier in smaller businesses
than larger peers.
Crisis leadership - This not only applies to larger organisations. Smaller
businesses where leaders communicated the most with their teams painting the hard reality AND giving hope, were able to retain and attract
talent significantly better - an edge during the recovery.
Taking cognisance of the fact that the recession this time is likely much
larger than the one in 2007-08, and not just economic - we are losing lives
and livelihoods; Not all the learnings above could be applied to predict the
winners. However, some of the learnings could provide guidance in
prioritising what really matters. This is what we are seeing in some of the
trends that are emerging and interesting examples in the mid-market space.

End of Section #2
Learning from 2007-08: Characteristics of winners from
the past recession
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#3

TRENDS EMERGING AND INTERESTING
EXAMPLES: SOME NOTEWORTHY RESPONSES
AND PIVOTS IN MID-MARKET SPACE

Countries where recovery started
earlier (e.g., China) are giving signals
of what the new normal would look
like. Globally, consumer sentiments
are driving accelerated business
growth in certain sectors. It is not
surprising that these businesses are
in 5-6 categories:
1. Remote workers driven businesses
2. Essential products and services,
including grocery, medicine,
cigarettes (cannabis where legal!),
alcohol, entertainment
3. Businesses that have been
predominantly online pre-Covid
whether its e-commerce, SaaS
products or Online
News/Entertainment businesses
4. Businesses that can fulfil the order
in a touch-free manner (includes
products/services consumed online)
5. B2B products that are helping
other businesses in saving costs or
grow revenues digitally
6. Businesses that are easily
discovered by users coming online
for the first time (huge in certain
segments!)

Some examples of these categories
include:
Local stores going online on own
(e.g., Shopify site) or getting listed
on existing online sites
Brands doubling or tripling online
investments, while bringing
offline investment to almost zero
Restaurants shifting from seating
to curb-side pick up
Rise of online groups and
communities
Huge growth (and shift) from inperson training to online classes in education, fitness/wellness and
corporate training
Grocery shoppers shifting from
going to store to ordering delivery
Huge surge in new subscribers as
well as streaming by existing
subscribers for online streaming
services
Hugely accelerated growth of
telemedicine - laws getting
relaxed, patient adopting and
doctor adopting in large numbers
CEOs accelerating their digital
efforts - in a focused manner
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While there are numerous examples to be found of interesting pivots and
moves made by small and mid-market businesses, we are sharing 3 themes
we liked a lot.
1. Go Digital: This theme is all about going online to find new customers,
retain existing ones or ride on a trend that was already there, but has been
hugely accelerated by Covid-19 (e.g., Telemedicine). The Snapbar is an events
company, which pivoted to gift boxes full of products from struggling local
businesses. Fantastic idea! Support local businesses, while leveraging existing
followers and digital skills of own business. The company started in Seattle
and then expanded to Los Angeles, San Francisco and Portland. More such
pivots could be found here.
2. Customer acquisition drive: We learnt from the past recession that
winners (including in small and mid-market businesses) spent more on
promotions and gave discounts to customers during the recession (provided
they had the money by cutting the flab!) to acquire as many customers as
possible. Why? When the tide turns, they have a huge lead over competitors.
In many categories, the big companies are default winners - they have the
war chest to acquire more customers in the recession (think Amazon, Google,
Facebook and also Zoom). However, in the SaaS land, there are numerous
small, mid-market and large businesses that are offering Covid-19 discounts
to acquire new customers and retain new ones. This includes Zapier, Slack,
Loom (same investor as Zoom) as well as Calendly, Airtable, Duolingo. Find a
lot of discounts and deals on Saas product here and here.
3. New startups or new businesses: Exhibit 4 is self-explanatory. Every crisis
and downturn is also an opportunity for those who see the problems thrown
by the crisis differently. Needless to say, the founders and the team are much
more resilient than those businesses that are started in good times. Read this
essay by Paul Graham (Y-Combinator) to know more
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(Exhibit 4)

End of Section #3
Trends emerging and interesting examples: Some
noteworthy responses and pivots in mid-market space
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#4

PATH TO PRE-COVID GROWTH: A FRAMEWORK
FOR CONSIDERATION

Irrespective of what the goals for FY21 or FY22 were pre-Covid, for most
organisations the key question is now about going back to pre-Covid growth
if that is a possibility. Old FY21 and FY22 goals would likely come later.
From the previous section, it is becoming clear that Digital Technologies are
driving some of the most noteworthy trends during the crisis - as the driver of
growth for some, as a resilience enabler for some and as a hope for recovery
for few others. It is intuitive then, that the imperatives for organisations to
achieve pre-Covid growth are likely to be Digital-led.
Before we go deeper in digital-led imperatives, we must also state
that depending on the size of the organisation, there are many ways to think
about the overall imperatives.
If you are leading or are part of a large organisation, there are “CEO Action
Planning” recommendations by Bain & Company, Harvard Business Review,
McKinsey and Company and Boston Consulting Group (BCG).
If you are leading or are part of a startup, there is a scenario planning matrix
from Sequoia Partners, business continuity planning chat and remote
working guide when you are not a remote team.
If you are leading or part of a mid-market firm, here is a crisis survival
guide which besides other resources above, you might find useful in your
case as well.
Here is also a guide for mental health while working from home - a very
important and often undermined aspect!
Let's now go deeper in arguably the hottest and most obvious imperative to
get on the path to pre-Covid growth: Accelerate Digital. This is being
primarily driven by how significantly online sales have increased across the
globe. Consumer-sentiment surveys are showing that new digital activities—
from ordering groceries online to telemedicine—are becoming standard
behaviour.
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To Pre-Covid
Growth:
Frameworkas
Forwell
Consideration
As such, old /Path
existing
customers,
newAcustomers
as business
partners/vendors who contributed to business growth pre-Covid, could
behave very differently and have a different set of expectations in a postCovid world. Where your business currently is in its digital journey, is likely to
be a big determinant of whether and how could you get on the path to preCovid growth.
As we speak to executives in mid-market organisations, we are finding 3
categories of businesses based on where they are in their digital journey Advanced stage firms (in Digital) led by a Chief Digital Officer (CDO), Midstage firms supported by CDO-type partnerships and Early-stage rapidly
growing firms.
Organisations in each of these 3 categories are prioritising their critical
resources (Leadership time and Financial Capital) based on where the
business is likely to derive most value from - in a post Covid world. Pre-covid,
for many orgnizations, the sources of value creation were either existing
customers, or new markets/customers or productivity enhancement (or a
combination). Critical resources were allocated across these sources of value
creation accordingly. Post-Covid, stage of digital journey is likely to become
an additional factor to consider before deciding the allocation of critical
resources. Exhibit 5 depicts how the goal varies for each business priority,
depending on where the organisation is in its Digital Journey. Let’s
understand the Digital Journey Stage classification in more detail.
Organisations that have been focusing on and investing in digital capabilities
for the last 3-5 years are advanced in their journey. Typically, these
organisations have a ‘Transformer in Chief’, the Chief Digital Officer (CDO) as
part of the leadership team, reporting to the CEO. The role is similar to the
CTO co-founder of a technology start-up, (and much more). Over the years,
these organisations have significantly enhanced the customer experience
(CX), digitised internal processes and built a top-talent pool that can
compete with digital firms.
Next are organisations that have been focusing and investing in digital
capabilities for the last 1-3 years, through various partnerships. This includes
engaging with organisation transformation partners, digital product
partners, digital communication partners etc. These firms have built selective
strengths and capabilities to engage & acquire customers as well as manage
internal processes better through use of data and technology.
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The third set is equally interesting and consists of the early stage of digital
journey, but rapidly growing organisations. They typically started investing in
digital capabilities over the last 12-months, with some of them as recent as
last few months. These organizations are very opportunistic to defend
existing market share and enter new markets.

(Exhibit 5)
Once the classification in terms of Digital Journey stage is clear, the decision
about critical resource allocation comes into play in order to get back on the
path to pre-Covid growth. For most businesses, the most critical resources
are Leadership time/bandwidth and Financial Capital (Money in simple
terms). What sub-goals underlay the main objective of getting back to preCovid growth, and how should these critical resources be allocated across
these sub-goals? The process to arrive at answers to these questions, would
challenge some fundamental assumptions in the existing strategy of the
business. Let's look at some of the questions, that most business would need
to consider to build a roadmap for pre-Covid growth.
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Fundamental and common questions:
1. What proportion of existing
customers is likely to demand a
different product or service in the
‘New Normal’?
2. How large would be the demand
from customers not targeted in the
past, but who are likely to become
significant in the ‘New Normal’
(accelerated due to behavioural
change)?
3. Is the current competitive
advantage at high risk, due to the
accelerated pace of digitisation driven by the lockdown and adoption
of digital by consumers, competitors,
vendor partners and talent (current
and prospective)?
4. How does the existing resourcing in
digital - talent, assets/infrastructure,
investments - match the business
aspirations of the New Normal?
Answers to the above questions are
likely to help ‘Diagnose’ the business
readiness to bounce back to pre-Covid
growth. Further, they could also help
clarify the relative priority of sub-goals
of the business. Is it to accelerate the
pace of productivity improvement,
save more money and conserve cash
as a result? Or is it to double down on
discounts and promotions to retain
existing customers?
These sub-goals are not binary and most
organisations would allocate the critical
resources (leadership time, financial
capital) across all of these sub-goals in
order to get back to pre-Covid growth. As
stated earlier, and clearer now, the
decision of how to allocate the critical
resources would differ across

organisations and will also be based
on the stage of digital journey of the
organisation.
Few examples from our clients on how
they allocated the critical resources
(leadership time, financial capital)
across the sub-goals or business
priorities, for the main goal - getting
back on the path to pre-Covid growth
- are given below.
It is evident that the allocation has
been different for each client, and has
been linked to where the client is, in
its digital journey.
(see also, Exhibit 6):
Client A: A real-estate organisation
with $1 bn+ revenues and in mid-stage
of Digital Journey, is focusing on
reducing costs and increasing
productivity through accelerated
digitisation of business processes
Client B: A healthcare group with $100
mn+ revenues and in the mid-stage of
Digital Journey, is focusing on
retaining existing customers, a large
proportion of which are shifting online
at a 3-5x accelerated pace. This group
is entering into partnerships to rapidly
digitise channels - acquisition,
engagement and fulfilment, to retain
customers
Client C: A distribution house with $20
mn+ revenues and in the early-stage of
Digital Journey, has identified new
geographies, customers and products
in the wake of the crisis. It rapidly cut
down its expenses in the current
business and used the savings to
invest in the launch of new products primarily through e-commerce
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Where would you place your organization on the matrix, to determine
the starting position and hence the business priority?

(Exhibit 6)
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Questions relevant to Early-stage and Mid-stage organisations
Ability to place one’s organisation on the matrix (Exhibit 6) is like a minidiagnostic - it gives a sense of where things are, with respect to readiness for
achieving pre-Covid growth and how critical resources should be allocated.
The next step is developing a Roadmap for Implementation.
Advanced stage organisations, led by a CDO have a reasonably clear path
ahead of them. Organisations in early and mid-stage of their Digital Journey
could consider a few additional questions, beyond the 4 fundamental ones
outlined above.
These questions would help in developing a Roadmap for Implementation of
initiatives that could lead to pre-Covid growth. The roadmap would not only
have initiatives, but also impact of each initiative, team/person responsible
and milestones to track progress. Here are the additional questions to
consider:
1. What does a top-talent (absolutely the best) constituted digital team look
like to lead your organisation out of the crisis? How does this team compare
with competitors, including the digital disruptors in your space?
2. What external partnerships are you exploring to build and rapidly scale the
initiatives (for recovery or new market entry or going digital) - heard of
offline-to-online in 30-days or lesser or the fastest app to reach 50 mn
downloads?
3. What are the major milestones in your recovery roadmap (3-months, 6months, 12-months), how have they been distributed across the team
members and how would the same be reviewed for effective decision
making? Does all of this follow an agile operating model?
4. What are the investments required in these efforts and what should be the
realistic returns your organization should be expecting?
In case your organisation has clarity on these 4 questions, in addition to the 4
fundamental ones outlined previously, then your task is reasonably clear for
execution, review, revision and then execution again.
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Questions our organisation can help answer
While most of the questions outlined so far could be addressed by your team,
our organisation is currently in a unique position to help navigate the path to
recovery. We are working with multiple organisations in the early and midstage of the digital journey and have experience as well learnings from
multiple journeys. In addition, we bring in that critical ‘outside-in’
perspective that is often missing when the management team looks at core
issues for decision making. Some of our recent client engagements started
when the client had one or more of the following questions:
Are we focusing on the most important problem during this crisis?
Do we have an objective ‘Diagnostic’ of our baseline readiness, to be on
the path to pre-Covid growth?
Do we need to supplement our top talent with more expertise and
bandwidth?
Do we need a 'catalyst' to expedite the execution (often stuck due to lack
of full ownership or alignment in the team) through an objective
influencer?
Do we need someone to support us in creating a new business - pressure
test the assumptions, help develop a roadmap and initiate achievement
of early milestones?
Are we getting bogged down with too much data and information?
Hence, do we require support in structuring the data, action-oriented
articulation for decision-making and a clear roadmap for
implementation?
Some or most of the above could sound familiar even in business-as-usual
scenarios. However, during this crisis, the stress intensity on management
has increased multiple times. As a result, it is natural for some of these
questions to have become more important in the wake of the crisis. In case
you are dealing with such questions or happen to know someone who is, you
may guide them to a curation of Covid-19 resources that we found useful.

This crisis, like the earlier ones, would get over. The choices we make now
could change our lives for years to come. We must remember that a strong
purpose can help navigate not only during times of growth but also during
turbulences like this one. It can help in reimagining the future, not only to
navigate a crisis, but also again and again. This is also the guiding force
behind the speed and discipline displayed by the resilient winners. Is your
business ready enough?
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