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Executive Summary
When it comes to predicting consumer behaviour around promotions, it is a 
challenge to understand how consumers are going to react. Obtaining good 
results from the different promotional activities of manufacturers is becoming 
more complicated than ever.

In Europe, and especially in Italy and the UK, the use of promotion has increased 
consistently during the last four years as a result of an economic crisis that affected 
every country. However, the results on volume sales were not what manufacturers 
and retailers were expecting from these marketing activities and the related 
investments. 

In 2014, the proportion of volume sales resulting form trade promotions across 
Europe rose by 0.2 share points, but volume sales fell 0.7%. For 2015, promotional 
activity followed a similar pattern. The United Kingdom (UK) continues to dominate  
with 56.6% of all fast moving consumer goods (FMCG) products sold on 
promotion, and also Italy remains quite high, with 33.6% of all FMCG products 
sold on promotion. More than one quarter of all FMCG sales (by volume) in 
Europe (28.6%) are now sold on promotion. Whereas in 2014, sales volumes fell 
by 0.7%, this year they increased just a little (+0.3%). The fact that promotional 
volume across the region has outstripped sales volume growth for a second year is 
worrying and shows that promotional activity may not actually be working.

Economies and value sales may be recovering in most European countries but 
prices are still low, which means that for the average shopper there will have been 
very little impact on the actual price of her/his shopping basket. This scenario 
should invite European manufacturers and retailers to think  in a different way in 
order to make promotions work more effectively. The new retail environment can  
re-position the shopper at the centre of price and promotion strategies in all 
European countries.

More than one quarter of 
volume sales in Europe 

(28.6%) are now sold on 
promotion. ‘
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The fact that Germany, with only 13.2% of goods sold on promotion, still enjoyed a 
3.4% rise in the total value of sales and a 2.3% rise in volume sales, shows that for 
some markets promotions can be more effective when they are used as they should 
be – as an incentive to persuade the customer to make an unplanned purchase. 
This is likely to be the case in Italy and other countries as well.

This IRI Point of View examines the how pricing and promotion mechanics are 
impacting and changing in Italy and looks at the lessons that have been learned 
from it. Even if the Italian retail scenario is different from the other countries, this 
study will outline how the findings can apply to other markets. There is no a global 
remedy to making promotions more effective but there are definitively lessons to 
be revealed and shared around Europe so that manufacturers and retailers can 
employ the best strategies for growth.
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The Italian macroeconomic scenario

2011

2013 20142012

0.4%

-1.8%

2Q 15

0.7%

-0.4%

-2.4%

GDP trend in Italy, in %

Source: ISTAT

2011 20132012

-0.3%

-2.6%

2Q 152014

0.2%0.3%

-4.0%

Families consumption trends in Italy, in %

Source: ISTAT

After six years (2008-2014), Italy has 
just exited the worst recession that 
had hit the country since the second 
world war. During this time the 
economy lost about eight points of 
gross domestic product 
(GDP) . 
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2013 2014

-0.6%

Jan.-July 2015

2.8%

-0.7%

Value sales trends in Italy, in %

Source: IRI. Hypermarkets, supermarkets, 
small shops and drugstores 

2013 2014

-1.4%

Jan.-July 2015

2.4%

-0.8%

Volume sales trends in Italy, in %

Source: IRI. Hypermarkets, supermarkets, 
small shops and drugstores 

The FMCG sector reflected the state of the 
country’s difficulties during recent years. 
However, in 2015, FMCG sales have 
reversed the negative trends, growing both 
in value and volume sales despite less 
intensive use of promotions. The growth 
has been driven by national brands, while 
the private labels lost ground after years of 
growth. The FMCG positive trend for the 
first eight months of the 2015 up to end 
August (+ 2.4% increase in volume sales) 
allows us to predict a positive closure for 
2015.

The FMCG sector in Italy is now, in 
2015, escaping the trap of 
stagnation, inventing new strategies 
and finding new ways to boost sales. 
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The recovery of FMCG market: external 
factors and revision of previous 
promotional tactics

The exit from the economic crisis is surely the main driver behind the boost to 
FMCG consumption and some key factors namely:

1) The recovery of Italian consumer confidence.

2) The low inflation rate in the economy that has allowed a recovery of real
purchasing power, in turn increasing shoppers’ propensity to spend.

During the economic crisis, FMCG sector pushed firmly on the lever of price, 
forcing retailers and manufacturers to really work on their promotional tactics. 
Unfortunately, the impact of these actions in recent years has been negative, 
upraising many questions about the effectiveness of this policy. The good news is 
that since the beginning of the year, sales trends have been positive. This is clearly 
related to a reduction in promotional intensity. As it shows in the graph below, 
consumers have started to spend more money for their weekly shopping. They 
buy goods with higher value, which stimulates a higher inflation rate.

Source: Hypermarkets, supermarkets, small shops. Up to end of August 2015

FMCG Inflation trends in Italy, in %
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Are promotional programmes still 
adequate to support volume growth?
In Italy, the industry made enormous efforts to confront this difficult situation 
where the urgency to sustain volumes did not help the managers to face the 
problem with a clear mind. The focus on promotion was evident not only in Italy 
but also in the UK, in France and in Greece. Only in Germany were promotions 
less intensive than the average registered in other countries. If we look at German 
data (up to date to May 2015) the figure is, significantly, a quarter that of the UK 
with only 13.2% volume of goods on sale being on promotion. If the UK’s 
particularly intense reliance on promotional activity continues again in 2015, as it 
did in 2014, then a worrying pattern of behavior is emerging that manufacturers 
could find hard to recover from where the danger of such high levels of 
promotional activity become further ingrained into the psyche of shoppers. 

This would make the challenge of bringing customers back to buying at normal 
prices very difficult. The same thing occured in Italy. Manufacturers had to work 
exceedingly hard to re-educate consumers about having a more sustainable 
balance between promotion and standard prices. Other markets must take note.

It could be that the promotional strategy of manufacturers and retailers is 
changing across Europe as promotions seem to have stopped their fast rise. This 
trend is especially notable in Italy, a country that seems to have learnt an 
important lesson. 

This optimism is supported by some early signals. For example, sales are 
recovering in Italy and across Europe, but not thanks to promotional pressure.  
Base sales are generally considered one of the main factors that indicate whether 
the market is in good health. The graph on page nine shows the situation in Italy 
where consumers are once again (since early 2015) buying products if they are 
not under promo conditions (base sales).
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Source: IRI. Hypermarkets, supermarkets, small self service and drugstores. 
Year to date: July 2015

2012

0.0%

-1.2% -1.0% -1.0%

2013 YtD 20152014

7.2%

5.0%

1.8%

2.6%

Base Value Sales Promo Incremental Value Sales

Base sales and promo incremental sales, in value, in Italy, in %
The growth of promotion pressure affected the Everyday Sales (Base Sales)

In 2015 many Italian retailers adopted price policies with a medium/long term 
view, re-thinking and reducing the use of promotions and finally getting more 
positive feedback on the demand side. This figure reveals, however, that retailers 
are still cautious when reviewing pricing policies. In fact, looking at the data for 
the first part of 2015, it is clear that the effort to reduce price promotion is 
focused on private labels and on follower brands/unbranded products while the 
main national brands (the top 25 manufacturers) continue to register very high 
use of promotions. This indicates that retailers are moving cautiously, using 
policies that safeguard margins and relying on national brands to generate 
volume sales.

Top 25 vendors

Private labels

Other/unbranded

Sales on promotion 
in Italy, in % YtD 2014 YtD 2015

33.1 33.3

22.7 21.7

27.6 26.8

Source: IRI. Hypermarkets, supermarkets, small shops and drugstores. 
Year to date: January - July

IRI POINT OF VIEW
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Top 25 vendors

Private labels

Other/unbranded

YtD 2014 YtD 2015

-1.7 0.4

-1.4 -0.1

1.4 5.1

Unexpectedly, this supports the development of shoppers’ loyalty on non-branded 
products - good news for retailers perhaps but not so much for manufacturers.

Top 25 vendors

Private labels

Other/unbranded

YtD 2013 YtD 2014 YtD 2015

134 126 123

56

100

72 67

108 100

 Promotion effectiveness 

in Italy, uplift in %

Source: IRI. Hypermarkets, supermarkets, small shops and drugstores. 
Year to date: January - July

Source: IRI. Hypermarkets, supermarkets, small shops and drugstores. 
Year to date: January - July

Value sales trends 
in Italy, in %

This situation is determined by the fact that price promotions generally continue to 
lose efficiency where their use remains high, primarily damaging premium price 
positioning and sustaining more unbranded and private label products and 
secondary/less important brands. 
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Source: IRI. Hypermarkets, supermarkets, small shops and drugstores. Only cut prices activities are included.

Promotional pressure in Italy, value sales in %, and  trends, in percentage points 

Promotional pressue in Italy is decreasing

Excessive use of promotions is inefficient

The concept of 'over-promotion' is the result of a set of different aspects we can 
register in many European countries, including Italy, that are partly connected to 
each other and that can broadly be summarized as: 

• Aggressive use of Hi-Lo promotional activities;
• Lack of differentiation in promotional activities;
• Unbalanced marketing mix;
• Frequency of promotional events and little synergy with advertising.

The problem is that, in our view, overly intense actions can hide areas of 
inefficiency. This is demonstrated by the affect that promotions have had over 
recent years. In Spain for example, where a price war situation has pushed prices 
down overall (by 0.2%), there is an almost static level of volume of sales - up only 
0.1% - and no increase in overall sales value at all. Italy is the second country in 
Europe, after the UK, with a high percentage of sales made on promotion and so it 
is still questionable whether or not we are at a crossroads. The situation is different 
in France, where we have seen a much more measured rate of activity than in 
some other markets but both sales value and volumes have risen, up by 0.7% and 
0.6% respectively.
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High Hi-Lo promotional activities and 
frequency of promotional events

The impact of promotional activity failing to make any real mark upon sales 
volumes begs the question of what manufacturers can do to engage the new 
consumer behaviour, since they cannot afford to repeat the high level of 
promotions seen in the UK. Such reliance on the current price-based promotional 
strategies suggests that manufacturers are playing in a losing game and they must 
recover since falling prices, thanks to retailer competition. It's a very serious threat 
to manufacturers’ longevity, especially when the cost of such promotional activity is 
taken into account too. 

Very deep discounts performed frequently ‘unhinge’ prices. For example, there is a 
risk that the brand is positioned continuously below the price of competing private 
labels. On one hand it affects the perceived value between the different brands 
(often eroding brand equity) and on the other hand, it generates consumers 
expectations that they can always buy the product on discount, which means that 
there is no real stimulus to increase the amount purchased. Moreover, this erodes 
the sales base because the odds of finding the product at an attractive price is very 
high. All this combined has a big impact on the margins for retailers and 
manufacturers in all European countries.

In the Italian market the continued growth of promotions in 2014, according to the 
research conducted by IRI, has resulted in a loss of almost 900 million Euros of 
potential revenue for the entire supply chain.  

Also, based on econometric studies made recently by IRI, it is clear that price-based 
promotional activities that are unsupported by communication, generate 
incremental revenue problems. For example reducing the price by more than 30% 
can cause a significant drop of revenue.  One in four Italian manufacturers have 
fallen into this trap. There is clearly room to improve promotional inefficiency not 
just for Italian manufacturers but for manufacturers around Europe. 

The high frequency of promotional events repeated in the point of sales is another 
factor that deserves attention. Events planned too closely in time in the same store 
create the expectation that the shopper will always find his favourite brand on offer: 
it progressively reduces the consumer’s response to promotions lowering their 
efficacy. IRI estimates that in Italy this phenomenon leads to a reduction of the 
potential effectiveness of a promotion by up to 29%.
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Also the use of less intense promotional frequency allows brands to leverage 
loyalty and creates the perception that it is convenient to purchase the brand at 
that time. 

At the same time it allows brands to give a role to the different distribution formats 
that would otherwise be endangered by the presence of excess promotions. In 
Italy this has accelerated some supermarket formats (e.g. hypermarkets which 
recorded a -6.6% in sales in value) in recent years and made ineffective many 
strategies aimed at the development of the local competition 
(convenience stores lost 8.1% of sales in value). A strategy based solely on short-
term discounts leads to a battle based solely on special offers which will bring 
benefits to distribution formats focused on convenience (e.g. the hard discounters). 

Hypermarkets 

Supermarkets

Small self service (convenient)

Total store formats

2014 vs. 2011 YtD 2015 vs. YA

4.3 2.5

4.5 -0.9

3.8

3.0

3.8

-0.8

1.0

-0.4

Promotional intensity trend 
in Italy, in percentage points 

Source: IRI. Hypermarkets, supermarkets, small self service and drugstores. Year to date: July 2015

‘
Events planned too closely in time in the 
same store create the expectation that the 
shopper will always find his favourite 
brand on offer, which could lead to a 
reduction of a promotion effectiveness by 
up to 29%.

Drugstores
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Speaking about product range, we can 
also observe a slowdown of price 
promotions on private label in Italy. This 
is not the main factor that determines 
the decrease of the sales of these 
products, but rather the fact that there 
are less products on shelves. The share 
of private labels depends on the degree 
of the shelf coverage rather than 
leveraging price promotions.

2012 2013 2014 YtD 2015

17.5% 17.8% 17.6%
18.1%

Private label market share in Italy, in %

Source: IRI. Hypermarkets, supermarkets,
small self service, drugstores.Year to date: July 2015

-0.5pp vs.  YtD 2014

-1.0pp vs  YtD 2014

21.3%

22.9%

21.7%21.6%

A positive use of price-based discounts 
is found in drugstores in Italy where the 
activities are able to create revenue 
growth; this is an example of a format 
that meets the new consumer's attitudes 
and therefore can better leverage the 
potential of promotions. 

Private label sales on deal in Italy, in %

Source: IRI. Hypermarkets, supermarkets, 
small self service, drugstores. Year to date: July 2015

2012 2013 2014 YtD 2015

13.4%
13.0%13.1%

Private label share on shelf in Italy, in %

Source: IRI. Hypermarkets, supermarkets, 
small self service, drugstores. Year to date: July 2015

Jul’13 Jul’15Jul’14
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Unbalanced marketing mix and lack 
of differentiation
An indiscriminate use of price promotions goes against the way consumers’ 
attitudes have changed after the crisis. European consumers are more considered 
when doing the weekly shopping. Italian shoppers  especially had to deal with 
reduced income and the fear of losing employment. This has radically changed 
their attitudes and activated a more ‘scientific’ purchase behavior. As a result 
Italian shoppers are buying only what they need and are wasting less. They are 
paying more attention to what they are spending and are attentive to deals that 
are simple to understand and well communicated so that it’s easy to find the real 
offer. In fact the concept of 'saving' is no longer connected only to money but 
also to  'time': for example if they cannot easily find the brands and products they 
want on the shelf, then they are forced to spend time looking for alternatives or 
visiting another shop.

Source: IRI Elaboration on own data. Hypermarkets and supermarkets

Incremental revenue by % of discount

From the chart above  we can see that promotional effectiveness is higher - up 
to 35% - without negative impact on revenues if the promotion is well 
communicated to the shopper. The diversification of promotions is now an 
unavoidable fact. 
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€

This is the case also for Spain where a number of new promotional tactics are 
changing how consumers shop. For example, use of couponing has grown 
significantly in Spain, allowing targeted promotions to specific shoppers and, with 
the first couponing magazine to hit newspaper stands soon, is likely to increase 
further. The need for diversification of promotional activities is a fact all European 
manufacturers and retailers should take in account.

Studying the types of promotions offered highlights how well designed 
promotions can meet consumer expectations. Technological evolution of 
promotions can improve targeting to consumers. An interesting example is an 
Italian retailer which allows buyers to get cashback when they purchase certain 
branded products that are promoted on a particular day. Shoppers take only a 
picture of their receipt and get cash credited back to their account. The main 
advantage for the customer is that they can transfer the promotion on the product 
they desire without having to look at where the offers come from. 

In this case, the initiative aims to build customer loyalty by leveraging their 
freedom of choice. Finally, several IRI studies also show that promotional flyers 
distributed in-store can reinforce the impact of an activity bringing up to three 
times the revenue generated.

Lack of synergy with advertising

The golden rules of marketing and advertising do not seem to have been well 
respected in the Italian context. IRI studies indicate that the price war, created by 
a very strong promotional push, has meant that the rules of marketing concerning 
pricing and promotion have not been working. This implies the destruction of the 
value of marketing investments in developed markets. All European 
manufacturers and retailers need to  balance all marketing levers to increase the 
results of each activity.
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Key Learnings for European countries

• The paradigm of low price at any cost to sustain volumes is not working in many 
European countries: Italy, Spain, the UK and also in Greece, even if this country 
is still experiencing a very difficult economic period.

• Lowering prices through promotions does not always pay for the supply chain 
and neither does it satisfy the consumers who often prefer to buy the right 
products that provide good perceived value (the right balance of quality and 
price for value). Convenience is not always related only to price for European 
shoppers.

• Moreover, European manufacturers and retailers should bear in mind that too 
much focus on price can impact the perception shoppers have of the different 
product tiers. It is not good for the brand loyalty or the brand equity of a 
product. In Italy, unbranded products benefit but it damages the top national 
brands.

• With retailers now focusing on promoting national brands, the price differential 
between private labels and national brands remains in danger of being 
affected by this. It can make national brands less attractive, despite the fact that 
they are now performing better, and remains a key point of differentiation from 
hard discount stores. The same thing could be registered in the UK.

• Too high-intensity promotional pressure could also damage retailers' 
positioning and performance. In Italy, the strong focus on low prices impacted 
the performance of convenience stores that struggled due to the competition 
of big supermarkets and hard discounters.

• Many IRI analyses demonstrate the need to harmonize the investments on 
promotions and advertising: a better synergy between the main marketing 
levers can push demand in a more profitable way. Marketing and advertising 
must have a good synergy and promotion activities must be differentiated 
accordingly to the new consumers’ attitudes and needs.

• Promotional targeting is the new coupon. In Spain, like in Italy, couponing has 
grown significantly in volume, allowing targeted promotions to specific 
shoppers thanks to the use of new technologies such as mobile. 
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What can we expect for the future?

In Italy the competition for shoppers will be played increasingly locally: winning in 
the local catchment areas will be a MUST for all retailers. 

The recovery from stagnation will require harmonization between regular price 
strategy and the promotional efforts within the local competitive environment. This 
better targeting will allow promotions to increase their effectiveness in the 
different market regions. Private labels will return to be a strategic element to 
show the value of ‘retailers' banners’. They will likely find their specific price 
positioning (lower than national brands) and will again increase the assortment of 
products available to shoppers on the shelf. We believe retailers in Europe will rely 
on private labels as a fundamental asset to their growth strategy. 

On the other hand the leading manufacturers will have to harmonize their strategy 
using the company’s brand image: less emphasis on volume sales in the short-
term and more emphasis on quality at the right price in the long-term across 
Europe. The national brands will continue to invest in brand equity and reduce the 
use of unguided price promotions that are not aligned with the medium/long term 
growth. 

Manufacturers and retailers across Europe are bound to select promotional 
programs. There are more special offers that can be found on products with lower 
frequency of purchase (e.g, many personal care categories) and less depth of 
promotion but for a longer duration (e.g. for low prices for three months) for 
products that are bought more frequently. 

Italy is a ‘unique’ market with a retail scenario very different from other markets 
in terms of private label market share, retail concentration and structure. But 
consumers across Europe have experienced a similar excess in promotional 
activities over the last few years and they have reacted in similar ways. Promotions 
lost effectiveness in all countries and manufacturers and retailers across Europe 
have to react. The time is now and the FMCG sector across Europe can radically 
revise its strategy of price if it puts shoppers' needs at the heart of its strategies. 
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For further information
Contact your IRI Consultant or send an email  EU.Marketing@IRIworldwide.com

About IRI: IRI is a leading provider of big data, predictive analytics and forward-looking insights that help FMCG, OTC 
health care, retailers and media companies to grow.  With the largest repository of purchase, media, social, causal and 
loyalty data, all integrated on an on-demand cloud-based technology platform, IRI guides over 5,000 clients globally in 
their quests to remain relentlessly relevant, capture market share, connect with consumers and deliver growth. 
www.IRIworldwide.com. Follow IRI on Twitter: @IRI_INTL

IRI France, 1 Arlington Square, Bracknell, Berkshire RG12 1WA, United Kingdom, Tel: +44 (0) 1344 746000

Copyright © 2015 IRI. All rights reserved. IRI, the IRI logo and the names of IRI products and services referenced herein are either 
trademarks or registered trademarks of IRI. All other trademarks are the property of their respective owners.

IRI solutions to assist you

IRI Assortment Optimization provides precise solutions for all requirements in order to 

optimise assortment efficiency. Thanks to advanced modelling technologies, IRI Assortment 

Optimization is the only solution which allows manufacturers and retailers to estimate the real 

value of each product in their department, by quantifying the contribution of every aspect of the 

product (such as flavour, format). IRI Assortment Optimization can produce exceptional results in 

just one year; it can generate up to €4.6 million growth in revenue for a product in one category 

sold through a single retailer.

IRI Price & Trade Advantage measures the price sensitivity of each product reference of a 

brand or market, as well as the net impact of promotional activities. It allows decisions to be 

made based on the results of modelling carried out per store on a weekly basis. This solution, 

enhanced by a simulation tool, diagnoses price elasticity, price thresholds for a reference, the 

competitors with the greatest price differential impact and price differentials not to be exceeded 

with them, with the aim of preparing the pricing strategy as effectively as possible, for a product 

or a category.

IRI Holistic Retail Solution (IRI HRS) combines all data sources from the retailer such as point 

of sale, loyalty and shopper data, into a single unified platform. The database, reporting interface 

and data analysis tools are organised into a structure that matches the retailer’s own business 

workflows to facilitate internal strategic decision making. Manufacturers can also subscribe to the 

IRI HRS service to monitor their own brand and category performance using exactly the same 

data structure, reporting and analysis tools as the retailer.

The ability for retailers and manufacturers to work on a single unifed platform enables 

unprecedented levels of collaboration to deliver effective strategies around key activities such as 

category management and promotional strategy to increase revenue while at the same time 

delivering an enhanced experience for the shopper.
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