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Among consumer packaged 

goods (CPG) manufacturers, it is 

well known that achieving long-

term, sustained growth is highly 

difficult. As the effects of the 

recession have receded, many 

have focused on price increases 

to drive top-line revenue 

increases but are now turning to 

acquisitions to drive sustainable 

volume-driven growth.  

Effectively executed demand due 

diligence can help ensure 

manufacturers don’t overpay, 

and dilute future earnings, and it 

also can alert management that 

they may need to up a bid to win 

in a competitive environment. 

Acquiring companies can 

decrease the risk of overpaying 

15-25 percent for the target 

company. With many acquisitions 

in the $50 million to $500 million 

range, the impact can range from 

$7.5 million to $125 million in 

investment funds saved or better 

invested.  

A lack of granular information 

about a target’s business demand 

performance can often drive 

acquisition decisions that are 

rooted in an incomplete 

understanding of the demand 

attractiveness and stability of the 

asset.  

Knowing where to look for 

pockets of growth within CPG and 

effectively assessing an 

acquisition target’s future 

demand potential are two keys to 

executing an effective acquisition 

strategy. Manufacturers and their 

advisors considering an 

acquisition strategy should 

partner with organizations that  
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can offer broad and deep data 

about the potential acquisition 

target, as well as trends and 

opportunities in the category, to 

gain that extra intelligence.  

  

Manufacturers Evolve Their 

Growth Strategies  

CPG manufacturers know they 

operate in an environment where 

they must either grow or become 

irrelevant. Given the uneven U.S. 

economic recovery and evolving 

shopper lifestyles and needs, 

industry growth is taking place in 

discrete pockets that are often 

difficult for larger CPG 

manufacturers to access. In 

order to achieve sustainable 

expansion, manufacturers 

typically leverage a combination 

of organic growth through 

distribution, innovation and 

pricing, in combination with 

acquisition-driven growth. 

For the last 4-5 years, organic 

growth in CPG has resulted 

primarily from price increases, an 

unsustainable long-term 

strategy. There is evidence of 

innovation-driven growth in 

mature categories; however, 

innovation-driven growth 

generally comes at the expense 

of base sales losses. Therefore, 

there is a significant amount of 

SKU churn, and net growth is 

small, if any. Overall, the levels 

of organic growth achieved have 

not been aligned with 

shareholder expectations. 

As a result, an increasing number 

of CPG companies are turning to 

acquisitions to drive growth (see 

Figure 1). The number of total 

food and beverage industry 

acquisitions has grown from 147 

in 2012 to 177 in 2014. The most 

Figure 1  Acquisition activity is increasing as CPG managements seek strategies that gain 

rapid entry into new and attractive markets to stimulate growth. 
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activity has occurred among 

acquisition transactions between 

$50 million and $500 million, 

with 64 taking place in 2012 and 

90 consummated in 2014. 

Acquisitions give manufacturers 

rapid and surgical access to 

discrete pockets of growth, both 

in markets the manufacturer has 

traditionally served, as well as in 

new, high-potential markets. 

Greater precision can ensure 

manufacturers have a more 

accurate picture of demand-side 

potential and can adjust their 

bids accordingly. This greater 

granularity can prevent an 

acquirer from overpaying by as 

much as 15-25 percent. Looking 

at the highly active $50 million to 

$500 million deal size group, the 

impact can range from $7.5 

million to $125 million in 

investment funds saved or better 

invested.  

In one example, sell-side due 

diligence valued demand 

potential at close to $1 billion, 

whereas IRI analysis pegged 

potential future revenue closer to 

$600 million, which was reflected 

in the ultimate purchase price. 

On the other hand, more detailed 

demand-side insights can let an 

acquirer know the value of 

potential demand is higher than 

originally anticipated and adjust 

the acquisition bids accordingly. 

  

Two Activities Critical for 

Maximizing Acquisition 

Opportunities   

To ensure a successful 
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acquisition, CPGs must know 

where to look to identify pockets 

of growth and assess future 

demand for the target company’s 

brands.  

 

Pockets of Growth 

Growth pockets occur in many 

places (see Figure 2). Essentially, 

they are meeting a key unmet 

need of a specific consumer 

cohort, such as millennials, 

boomers or a specific family type. 

Examples of benefits that are 

driving pockets of growth within 

food and beverage are 

authenticity, satiety and 

portability.  

Pockets of growth occur as 

lifestyles change due to social 

and economic conditions, which, 

in turn, impact the role and 

benefits that consumers are 

seeking in food and beverage 

products. Economic conditions 

that can change food and 

beverage preferences include 

working longer days, changes in 

a family member’s job situation 

and the lingering impact of the 

recession. Social conditions that 

can impact preferences include 

an increased number of single-

person households, diverse 

ethnic backgrounds of family 

members and the obesity 

epidemic. 

Pockets of growth can also occur 

within specific faster growing 

retail channels, such as e-

commerce or urban formats.  

Figure 2 An ongoing stream of lifestyle, social and demographic changes are 

forcing shoppers to update their needs and in turn creating pockets of growth. 
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Future Demand 

The next critical element of 

acquisition due diligence is 

developing an objective 

assessment of future demand 

attractiveness (see Figure 3).  

Assessing future demand should 

include understanding demand 

dynamics from both a strategic 

macro perspective (is the 

category meeting a specific 

consumer need) and at a 

granular level, both in terms of 

the category and in terms of the 

brand; for example, what factors 

are driving growth today and 

what factors will drive growth in 

the future. Key questions 

manufacturers should ask 

include: 

• Is pricing, distribution, 

merchandising or 

innovation driving growth? 

• Which price tiers will drive 

growth in the future?  

• How will SKU velocities 

trend?  

• What size basket does the 

category drive?  

• Is this basket size attractive 

to retailers? 

 

Before answering these 

questions, manufacturers must 

first conduct category-specific 

analysis to understand the 

“context” of the category; i.e., 

does the category possess 

inherent attractive characteristics 

today and in the future. 

Manufacturers must also 

understand the target brand’s 
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performance versus the category 

across a set of specific 

performance drivers.  

To properly assess future 

demand and associated 

valuation, it is essential that 

several key stakeholders 

collaborate effectively. 

Management of the acquiring 

entity must establish a strategic 

framework and investment 

guidelines for acquisitions. Both 

demand side and supply side 

diligence is required. Demand 

due diligence needs to address 

both category context and brand 

performance, through both 

strategic and granular views of 

future demand dynamics. 

Financial valuation services are 

required that define the value of 

the asset to the acquiring entity 

as well as financing strategies. 

Ultimately, management 

stakeholders must effectively 

leverage the key information 

across all these capabilities and 

at that point determine if based 

on demand dynamics, supply 

dynamics, and ability to drive 

synergies and growth, post 

acquisition, the transaction will 

add value to shareholders. 

 

Analysis Is Only as Good as 

the Data  

There are often challenges when 

determining the advisability of 

acquiring a brand. The principal 

challenge is often a lack of 

information. This can lead to a 

limited understanding of the 

brand to be acquired and the 

category in which it operates.  

Figure 3  IRI’s Demand-Based Attractiveness Assessment helps identify key 

factors manufacturers must study to understand growth opportunities, 

category context and brand performance.  



POINT OF VIEW 

Precise and Strategic Demand-Side Due Diligence  
is the Secret Sauce for Successful CPG Acquisitions 

5 

A lack of data and actionable 

insights can cause management 

teams to potentially proceed with 

an acquisition that they might 

eventually walk away from, 

overpay for a brand, misjudge a 

brand’s stability and 

sustainability, and/or fail to 

achieve projected synergies with 

the company’s existing brands.  

 

Industry Expertise Leads to 

Deeper Market Insights 

CPG management teams and 

financial investors considering an 

acquisition strategy should 

partner with organizations with 

broad and deep data assets 

combined with extensive industry 

expertise. These organizations 

can provide unique insights that 

complement those of financial 

advisory and other organizations 

involved in the acquisition due 

diligence process.  

IRI has experience in both 

identifying pockets of growth and 

assessing future demand of a 

target. It has conducted ongoing 

trendspotting assessments of 

potential acquisition targets for 

leading CPG private equity firms 

and strategic investors. It has 

also served as due diligence 

advisors to PE firms and strategic 

investors, including conducting 

the demand due diligence for the 

two largest acquisitions in a 

client’s history, $700 million and 

$775 million, respectively.  

IRI industry experts can test 

hypotheses and develop insights 

and recommendations quickly,  

based on very deep and granular 

analysis of market and shopper 

data. They rely on IRI’s uniquely 

integrated assets which combine 

the largest shopper data set and 

prescriptive analytics on the 

industry’s leading technology 

platform, IRI Liquid Data™.   

At the core of these capabilities is 

the world’s largest set of 

integrated shopper data. This 

includes purchase data  

consisting of: 

• $2 trillion dollars of CPG point-
of-sale data from more than 
500 retailers globally 

• Frequent shopper data for 
close to 100 million 
households  

• Millions of e-commerce 
transactions 

• More than 85 billion credit card 
transactions annually, 
providing purchase data on all 
sectors of the consumer 
economy 

 

Finally, the purchase data is 

matched against IRI’s consumer 

data. The data is fueled by a 

100,000 household consumer 

purchase panel that mirrors the 

U.S. population. The panel is 

augmented with highly detailed 

individual shopper profiles from 

IRI’s data partners. This 

combination gives IRI the 

industry’s deepest understanding 

of each shopper’s behaviors, 

attitudes and, ultimately, his or 

her purchase activity.  

Case Study:  

Identifying Trends Shores Up a Spotty Bottom Line  

A protein-focused manufacturer was looking to drive growth within 

the frozen breakfast category.  

IRI’s three-phased mergers and acquisitions trendspotting 

approach identified high-growth categories that were at the nexus 

of the frozen department and the breakfast occasion, and 

highlighted potential companies to consider and then profiled and 

prioritized potential targets.   

IRI began the category identification process by noting key trends 

impacting consumer demand, which included shifts in 

consumption, a quest for unique flavors, and growth potential from 

key functional and wellness claims. 

IRI recommended five acquisition targets for consideration. These 

companies were significantly outperforming their categories within 

frozen breakfast. The manufacturer completed the acquisition of a 

breakfast-focused brand in April 2014. The acquired brand was 

among IRI’s recommended acquisition targets.  
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Case Study: Performing Due Diligence before Biting into Snack Brand  

A private equity firm was looking to acquire a health-oriented snack brand. It turned to IRI for an in-depth 
understanding of the brand’s performance and potential.  

IRI and the client determined that the brand had differentiated product positioning and strong consumer 
loyalty, driving highly positive sales growth trajectory and strong retailer enthusiasm. Further, it was also 
stealing share from competitors in the category. What had initially seemed like a niche brand had much 
greater mass-market appeal — and growth potential — than originally anticipated. Further, IRI identified 
some key cautions, such as the taste profile of the product and ensuring sustainable differentiation in an 
increasingly crowded space.  

The client was also uncertain about the revenue potential of the proposed acquisition. By leveraging IRI 

data assets in combination with a consumer survey, and external data sets, in combination with the IRI 

strategic growth expertise, IRI was able to predict with precision the revenue potential of $60 million to 

$70 million. IRI insights convinced the client to buy the brand. Since the PE firm acquired the brand, 

dollar sales have grown at an approximate compound annual growth rate of 40 percent, aligned very 

closely with IRI demand estimates. 

 

 

 

 

 

 

 

 

Case Study: Protein Manufacturer Bulks Up Its Top Line through Acquisition 

A multinational manufacturer and marketer of consumer-branded protein products set hefty growth 
objectives of 5 percent topline and 10 percent bottom line increases, to be achieved through organic 
growth, as well as growth spurred by innovation and acquisitions. 

The manufacturer eyed a “better-for-you” protein brand as a possible opportunity. The target maintained 
a broad product portfolio across 10 categories, with half its sales in Mass channels and the remaining in 
Natural/Specialty channels. 

IRI and the manufacturer studied the target’s business and found strengths in macro trends for protein, 
buoyant category tailwinds, momentum for natural/organic in the category and permission to extend 
more broadly into additional categories. 

IRI projected the target’s sales across the top five categories to grow to between $450 million and $650 

million by 2020, up significantly from $210 million in 2014, however significantly lower than sell-side 

projections of $1 billion. Further, IRI provided granular strategies for the top five categories across 

investment guidelines to achieve its sales projection. The manufacturer completed the acquisition in 2015 

and credited IRI with ensuring a more realistic valuation of purchase.  
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Conclusion 

Acquisition activity will increase 
as both strategic and financial 
investors continue to seek out 
discrete pockets of growth that 
organic growth and growth 
through innovation cannot 
achieve alone. Deals in the $50 
million to $500 million range will 
continue to proliferate as these 
are large enough to impact the 
top lines and bottom lines of CPG 
companies, but are small enough 
to be easily “digestible” by large 
CPG players. Demand due 
diligence continues to be of 
utmost importance to understand 
the true attractiveness of a 
category, both for today and into 
the future, and to fundamentally 
understand at a granular level 
how a brand is performing within 
a category.  
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