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WHITE PAPERPRICE AND PROMOTION
IRI BIG QUESTION

WHAT IMPACT IS THE REDUCTION IN PROMOTIONS 

HAVING ON CATEGORY PERFORMANCE AND IS 

SUPPORT FOCUSED ON THE RIGHT CATEGORIES?

Whether working in FMCG as a supplier or as a retailer, a 

huge amount of time and resource is being focused on the 

challenges and performance issues resulting from reduced 

levels of promotion. This most recent change in the 

industry is in the direction encouraged by the OFT (now 

CMA) back in 2012. They set out guidelines around the 

principle of pricing transparency, including that products 

should not be on promotion for longer than they are off 

promotion.

There was little change in levels of promotion until 2015, 

but now there has been a 25% reduction in the number 

of items on offer in store since November 2012 (the 

proportion of items on promotion as a % of all items 

stocked has fallen from 37% to 29%). The effect is most 

pronounced in foods categories. In 2017, trade promotion 

levels have been lower than they’ve been for almost 10 

years. Additionally, deal depth has been falling since early 

2016 and so far in 2017 is a full one percentage point 

lower at 26.6% than a year before. These effects equate to 

an 18% drop in promotional saving to shoppers so far this 

year.

The combination of the amount of promoted volume 

purchased and the savings offered can be expressed as 

the overall sum of money saved by shoppers had they 

purchased the same products at full price (Promotional 

Giveaway). Giveaway had grown to 13.9% of UK grocery 

and then stabilised over several years but now this 

is falling. By April 2017 it had fallen to 11.1%. This 

represents an annualised reduction of £3.7bn p.a in the 

savings that consumers benefit from.

Background

IRI Infoscan : All Grocery / HBA / Household categories
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IN 2017 VOLUME ON DEAL HAS DROPPED 
-6.4%PTS, THE FASTEST SINCE IT STARTED 
DECLINING IN 2014 AND IS NOW AT THE 
LOWEST LEVEL FOR 10YRS

In this environment clients are telling us that there is 

increased competition for promotional slots and for off 

shelf displays in retailers. So it is important to know: 

1.  Which categories deserve the highest levels of support? 

2.  Are the changes being applied appropriately? 

3.  What evidence is there of the effects of different 

strategies?

4.  What should retailers and suppliers do next to continue 

this journey?

It is a generally accepted truth that promoting grocery 

products generates short term volume uplifts. Once 

the costs of discounts, displays and in store marketing 

materials are removed, the effects cease. Therefore when 

prioritising promotional choices, retailers should look for 

categories where the effects from the products promoted, 

also result in a volume benefit for the category as a whole. 

Giving a win-win between supplier and retailer.
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Category Promotional Uplift  

• To identify where there is the win-win of promotions 

driving both brand and category volume growth, we 

have analysed the relationship between promotional-

incremental sales peaks and category sales peaks.

• This has been done across c.300 categories and 

subcategories and segmented them into high, 

medium, low and very low Category Promotional  

Uplift groups.

The groups derived range from chilled bakery items, 

(such as pasties and slices), flavoured milk, sports energy 

drinks, chocolate, instant hot snacks, male facial skincare 

and spirits, where around 70% or more of the promotions 

incremental sales feed into short term category growth, to 

suet, salt, light bulbs, granulated sugar and oral analgesics 

where around 10% or less of incremental sales feed into 

short term category growth.

CPU GROUP CPU RANGE

High 81% - 53%

Medium 53% - 42% 

Low 42% - 28%

Very Low 28% - 3%

Category Base
Volume 

Cat Incremental
Volume 
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Promotional Trends by CPU Group

Similarly, we have seen reductions in the use of off-shelf 

displays (inc. gondola ends), which remains particularly 

important for the categories in the highest CPU group.
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Shows the year on year reduction in the amount of 
promoting impacts the Very Low group the least
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CHANGE IN % VOLUME SOLD ON DEAL BY CPU 
GROUP

There is a positive and clear correlation between the levels 

of CPU groupings and levels of promotional support, 

which has no doubt evolved from years of observations 

and adjustments within the industry. It is good to note that 

these tiered levels of support are being maintained despite 

the reductions in support being greatest in the highest 

CPU tiers.

Promotion discount (deal depth) has reduced in 2017. In 

the latest 12 weeks we have seen that this change too has 

been more extreme amongst the top 2 CPU categories.

The year on year reduction in the amount of display 
impacts the High group more
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Promotional Trends by CPU Group

In general, levels of promotional effectiveness have risen 

as promotion levels have fallen. This suggests that the least 

effective promotions are those that are being removed 

and/or as less promotions are available shoppers are 

increasing their participation in the available deals. Further 

analytic investigation would be necessary to distinguish 

these effects.

So far we have seen that retailers and suppliers are 

aligning to the regulatory guidelines and reducing the 

volume of promotions.

Effectiveness is highest in the High group - and increasing 
in all groups
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CHANGE IN TRADE DEAL EFFECTIVENESS BY 
CPU GROUP

The high rates of promotional uplift experienced by 

the categories in the highest CPU group make their 

promotions the most effective at creating incremental 

sales. In fact, promotions in these categories are twice as 

effective as those in the lowest CPU group.

Prioritisation of promotional support has been allocated to 

the correct categories and this prioritisation is holding true 

throughout the changes being applied.
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Sales and Price Trends by CPU Group

So how are the category groups performing during these 

changes?

The High CPU group of categories represent one quarter 

of all categories, but over-index with one third of all value 

sales and are performing the best. Over the past year to 

20th May 2017, their collective value sales have risen by 

+0.2% and volume sales are down, by just 0.5%. They 

have performed better than the other three groups whose 

joint value sales are down by -0.2% and volume sales are 

down by -1.2%. %. As this High group has seen the highest 

levels of reduction in promotional execution measures, 

the relatively good performance suggests the changes are 

being applied intelligently.

Within the mix of Value and Volume performance it can be 

seen that average price per volume has increased least in 

the High and Medium CPU groups. A study of shopping 

basket* average prices, over the 20 w/e 20th May 2017 

compared with the same period in 2016, shows the same 

pattern (NB: any correlation evident here between CPU 

group (promotional responsiveness) and category growth 

is not necessarily indication of causality; this would require 

a full analytics category decomposition).

ALL PRODUCTS
AVERAGE 

CATEGORY 
VALUE CHANGE

AVERAGE WTD 
CATEGORY 

VOLUME CHANGE

High +0.2% -0.5%

Medium -0.6% -1.0%

Low +0.2% -1.2%

Very Low -0.0% -1.7%

ALL PRODUCTS
AVERAGE BASKET 

PRICE CHANGE

High +0.6%

Medium +1.3%

Low +1.5%

Very Low +3.5%

*basket prices are summed from unit prices calculated from continously 

available items across a wide range of grocery categories.



7

WHITE PAPERPRICE AND PROMOTION
IRI BIG QUESTION

Price Trends by CPU Group

Pressure from currency exchange rates and the return 

of commodity price inflation will be affecting all product 

categories, so how are the High CPU groups able to 

reduce the impact of these pressures in the mix of their 

average price?

By looking at shopping basket prices, split by Own label 

and Brand, we can see that the gap between base price 

change and average price change is far wider amongst 

Brands in the top two CPU groups. This drop in deal gap 

has been created by reduced promotional giveaway 

contribution. 

No surprise that where promotions were most prevalent 

and the reduction in promotions is the most significant, 

the effects of this change are most visible. But what is 

surprising is that in the High CPU group base prices are still 

down year-on-year, despite all of the economic pressures 

that would otherwise push them up.

OWN LABEL AVERAGE PRICE BASE PRICE DEAL GAP

High -0.2% -2.0% -1.8%

Medium +0.6% 0.0% -0.7%

Low +1.8% +0.4% -1.4%

Very Low +2.5% +1.7% -0.7%

BRANDS AVERAGE PRICE BASE PRICE DEAL GAP

High +0.9% -2.3% -3.3%

Medium +1.5% -1.1% -2.5%

Low +1.2% -0.2% -1.5%

Very Low +4.0% +3.5% -0.5%
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BRANDED BASE PRICES HAVE BEEN RISING 
SINCE JAN’17 BUT NOT FOR THOSE IN THE 
HIGH CPU GROUP, WHICH ARE GOING DOWN

Branded base prices have been rising for products in the 
categories least responsive to trade promotions since 
Oct’16 and then those in the low and medium groups 
went up from Jan’17
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In the Branded High CPU group where this is occurring, 

taking a fixed volume scenario, you can equate the 

reduction in promotional giveaway to an additional 

increase of +£298m into affecting average price rises  

and the reduction in base price reduction to a removal 

of -£200m from  from average prices. Overall there has 

been inflation of £98m in the price paid by shoppers. This 

method of passing price increases is occurring along with 

a better performance so it could be concluded that there 

is intelligent consideration and collaboration between 

retailer and branded suppliers to achieve the relatively 

good performance for the High CPU categories. 

Base Pricing by CPU Group
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Multibuys

Another recent and particularly prevalent strategy has 

been the removal and reduction of multibuys.

Multibuys are inherently more efficient for suppliers 

than Price Cuts (assuming similar levels of discount and 

execution). This is because they generally require shoppers 

to increase the amount that they buy to benefit from the 

discounts on offer, therefore driving a volume increase 

through the giveaway. Also many categories had been 

running Long Term Multibuys (LTMBs) or background deals 

on big brands and Own Label products, which shoppers 

were used to benefit from, so the purchases have been 

habitual and continuously rewarding.

While the OFT guidelines did not cover multibuys 

specifically, except for suggesting a reasonable proportion 

of volume must be sold at full price, the implementation 

of “price establishment” periods became common place. 

This prohibited the seamless movement from LTMB to 

price cut and back again to LTMB and would have often 

led to suppliers prioritising more effective price cuts over 

multibuys when a decision had to be made between them. 

The Which? super-complaint that suggested that different 

multibuys, across different retailers, on the same types of 

products, were inhibiting the shoppers’ ability to assess the 

best value, was probably the catalyst for the more direct 

changes implemented by some retailers.

Overall, volume sold through the multibuy mechanic has 

fallen amongst major multiples from 14% in the y/e May 

2016 to 9% in the y/e May 2017 and, as at 4 w/e 20th May 

2017, it was just 6.2%. Levels of multibuy sales have fallen 

across the board but by more amongst the categories in 

the highest CPU group. This now results in the High CPU 

group having the 2nd lowest % volume sold on Multibuy.

Shows the year on year reduction in the amount of 
promoting impacts the High group more
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It is interesting to see there is no clear correlation between 

the CPU groups and the application of multibuys, as we 

have seen in the other measures taken.  

However, cutting the data differently allows us to see 

that there is a correlation between the scale of multibuy 

reduction and the volume decline in these categories. The 

categories that have dropped the most percentage points 

of volume sold on multibuy have also lost the most volume. 

Again, via market measurement data we cannot conclude 

that this correlation is a direct cause (this would require a 

full market mix decomposition), but the correlation is so 

significant it does suggest a link.

GROUPING
AVERAGE DROP IN 

%PTS 
MULTIBUY VOD

WTD AVERAGE 
VOLUME CHANGE

Down Least -0.7% -0.5%

Down -3.1% -0.8%

Down Most -11.1% -4.8%
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Promotional Optimisation

Finally, are there still opportunities to optimise levels of 

promotional support across categories?

Promotional support is and continues to be, concentrated 

on the categories where CPU is high and therefore short 

term category growth and share gains have the greatest 

potential. This chart shows how, in most cases, the high 

response categories receive the most support but there 

are some that do not. Equally, there are categories that 

receive plenty of support which they may not warrant, 

given the lack of category response that they typically 

exhibit. We would suggest that more focus on analysing 

these promotions should be given as the next stage of the 

reduction in promotional activity occurs in the market.

SOME CATEGORIES HAVE MORE VOLUME 
SOLD ON DEAL THAN THEIR CPU WOULD 
WARRANT AND SOME A GOOD DEAL LESS

SOME CATEGORIES ARE OVER-PROMOTED 
RELATIVE TO THEIR SHORT TERM CATEGORY 
GROWTH POTENTIAL, OTHERS ARE UNDER-
PROMOTED
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HIGH 
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VOD
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CPU High 39 24 13 1

CPU Medium 24 28 19 6

CPU Low 10 22 32 12

CPU Very Low 4 3 12 58

Value 
£m’s

Value 
£m’s

Easter Confectionery £342.5 Single Serve 
Machine Ground 
Coffee

£153.0

Female Toiletries Gift 
Packs

£167.4 Incontinence Pads £95.0

Styling Aids £145.2 Hard Continental 
Cheese

£82.7

Chilled Quiche £121.5 Chocolate Spreads £62.7
Stock/Bouillon £115.8 Bar Soaps £55.7
Traditional Soft Drinks £112.9 Mainstream Ground 

Coffee
£47.1

Nail Make Up £102.8 Speciality Oil £40.0
Medicated Skincare £83.5 Baby Ointment/Cream £24.5
Baby Food Dry £24.4 Chinese Meal Stir Fry £19.4
Other Seasonal 
Confectionery

£14.5 Male Hair Treatments £15.1

Hair Colourants £245.4 Tartar Sauce £8.3
Sun Care £204.6 Horseradish Sauce £7.2
Baby Food Wet £152.5 Bearnaise Sauce £0.6
Male Toiletries Gift 
Packs

£91.1 Convenience Ground 
Coffee

£7.6



11

WHITE PAPERPRICE AND PROMOTION
IRI BIG QUESTION

Conclusion

• The level of discount on promotion given away to 

shoppers has fallen by 18% so far this year.

• But levels of promotion remain high and levels of 

support are still being appropriately tiered across 

categories, dependant on how well short term 

promotional growth transfers into short term category 

growth.

• Retailers and suppliers are intelligently applying 

pricing and promotional changes with consideration to 

price and promotion elasticity.

• The attention to detail and careful planning of these 

changes is resulting in the improved effectiveness of 

those remaining promotions.

• It appears that some of the categories with the most 

significant reduction in promotional giveaway have 

reinvested in base pricing and the effects of this look 

positive.

• There is significantly more volume lost in categories 

that have reduced multibuys most dramatically.

• There are still a number of categories where the levels 

of promotional support can be optomised.
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