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Today’s Objectives

• Define Portfolio Profitability and the key questions it addresses

• Provide our perspective on the current margin crunch facing CPG

• Compare the three key demand-side methods to improve margins

• Showcase the limitations of taking price alone

• Detail our recommended approach to succeed with changing 
packs or features

• Share case studies from clients and CPG leaders

• Discuss how sales can best transition recommendations 
to store execution
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In its more advanced stages, Portfolio Profitability refines product attributes and 
positioning to profitably drive a more competitive value proposition
Portfolio Profitability goes beyond typical Price Pack 
Architecture to incorporate innovation and marketing

• Level 1:  Leverages price elasticity information to shift prices across product sets

• Level 2:  Leverages right PPA foundation and optimizes different pack sizes by channel

• Level 3: Introduces new pack sizes to go after new consumer usage occasions

• Level 4: Alters underlying products to capture white space opportunities or improve margins

• Level 5:  Refines messaging and communications to increase willingness to pay
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• Do we have the “right” pricing architecture (sizes, price points) within our 
current portfolio across channels? Where do we need to make changes?

• What is the discount for a multi-pack versus single serve? 
What is the optimal discount to trade up?

• How does the willingness-to-pay change based upon 
channel, retailer and shopping occasions?

• How can we change the willingness to pay for our product 
through a different on-pack communication?

• What are the “gaps” in our portfolio by channel in terms 
of usage occasions, and how can they be filled by new price-packs? 

• Are there any white-space opportunities for innovation and adjacencies?
• How can we work with our retail partners to implement 

these price-pack changes?

Any Portfolio Profitability initiative should serve as a strategic intersection of 
brand equity, pricing power, cost advantages and consumer needs
Typical Questions Addressed
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After cost spikes in 2017 and 2018, key cost increases for CPG manufacturers are 
here to stay, maintaining margin pressure
Change in Producer Price Index and Unit Labor Cost Index
Key Labor, Packaging and Freight Costs

Food Manufacturing Labor
Low unemployment levels provide greater bargaining 
leverage to employees
General Freight Trucking
Permanent cut in available driver hours due to enforcement 
of Electronic Logging Devices
Plastics
Sustained, increased demand in an already volatile industry
Aluminum
Ongoing tariffs that are likely to remain for several years
Paper
Long-term capacity challenges due to factory closings and 
transitions

Not surprisingly, the CPG industry has sought a series of non-traditional responses to this challenge

Source: Bureau of Labor Statistics, IRI Growth Consulting analysis
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Confections Example

Most CPG manufacturers responded with a heavy reliance on taking price, following 
the trend from the largest players in the market
Major News of Price Increases (Announcement or Realization) in 2018
Top Ten CPG Manufacturers

Manufacturer Month
Nestle July

Procter & Gamble October
PepsiCo October
Unilever October

Anheuser Busch May
JBS August

Tyson February
Coca-Cola July

L’Oreal Not announced
Philip Morris September

• In late August / early September, Hershey’s, the 
dominant player, announced a series of price 
increases

• The second largest manufacturer, Mars, 
announced similar increases a few weeks later

• By October, the smaller manufacturers, like Lindt, 
announced their own increases

Were there any product types or categories you wanted to raise price on, but deemed too risky to pursue?

Source: IRI Growth Consulting Analysis
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Shoppers Also Traded Down to Less Expensive Products, Given Most Price Increases Were Far in Excess of 2.5%

Although price / mix has been the traditional CPG growth driver, the resulting price 
increases have led to the first volume decline in four years
CPG Growth Breakdown
% Chg. Vs YA, MULO+C

Source: IRI POS Database, 52 WE 11/3/19. IRI Growth Consulting Analysis
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To avoid volume losses and trading down, manufacturers will need to drive up 
revenue per volume, as costs stay high and shoppers demand more

Increase Price 
to Cover Higher Costs

• Provides simplest and fastest 
option to recover from cost 
increases

• Only requires elasticities to make 
highly informed, accurate choices

• Most risky option, as changes are 
most visible to shoppers

Cut Volume 
to Reduce Variable Costs

• Softens the negative impact while 
still offsetting higher costs

• Needs additional primary research 
/ simulations to predict impact

• Introduces additional risk to overall 
volume sales from reduced 
consumption

Innovate to Grow 
Willingness to Pay

• Offers longer-term competitive 
advantages while improving margin

• Requires significant expertise and 
research to ensure correct 
decisions

• Delays benefit gain, which requires 
significant funds to stay the course

Having exhausted price increases, manufacturers should primarily focus on driving up willingness to pay

T I M E  T O  V A L U E

Source: IRI Growth Consulting Analysis
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Manufacturers need to supplement current price increases by changing pack sizes 
or product features, but cannot use the traditional approach

Illustrative and Simplified

…but a more sophisticated approach 
introduces it almost from the beginning

The traditional approach sees pricing 
enter the process in later stages…

1. Identify potential gaps in category offerings
2. Short list which features / sizes will fill those gaps
3. Quantify willingness to pay for each of those features, 

specific to our brand and competition
4. Prioritize features with higher willingness to pay for us 

to avoid competitor’s simply copying
5. Ensure strong margins by comparing willingness to 

pay vs. cost to include
6. Finalize product design and acceptable price range 

based on meeting overall financial goals
7. Test final product at different price ranges, along with 

different messaging, pack size, and copy
8. Build out full package (price, messaging, etc.) based 

on business case impact across choices
9. Secure retailer support

Which elements of the more sophisticated approach do you already use today?

1. Identify potential gaps in category offerings
2. Short list which features / sizes will fill those gaps
3. Test product concepts with those features
4. Finalize product design
5. Determine the price position for the product
6. Design marketing message and copy
7. Develop final price based on position, messaging, 

support, and retailer needs
8. Secure retailer support
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…while even brands less known for their ability to 
premiumize, like Hostess, are seeing key wins

Source: IRI Growth Consulting Analysis

Oreo has been particularly successful at leveraging 
innovation to drive up both prices and margins…

How have retailers responded when you attempted to raise price via package or product innovation?

A number of well-established Food & Beverage brands are leveraging a similar 
approach, rather than just take price, in the face of cost increases

Traditional Oreos
The basic, classic cookie sells at $0.18 per 
ounce in Walmart 

Oreos Thins
Capitalizing on the desire for a more healthy, 
portion-controlled alternative, Thins sells at 
$0.30 per ounce

Fudge-Dipped Oreos Thins
Responding to shopper tastes with a fudge-
dipped variety increases the price to $0.56 
per ounce (3x the price of traditional Oreos)

Twinkies
The lunchbox mainstay sells at 
only ~$0.20-$0.25 per ounce

Bakery Petites
Similar products, with better 
packaging and frosting, sell at 
$0.47 per ounce
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For a Premium player like Bel Brands, these ongoing trends meant an increasing 
need to differentiate not just their brands, but channel portfolios

Key Context for Bel Brands

Source: IRI Growth Consulting Analysis

For Bel, we began with a pilot for one of their key brands.

• Provide premium cheese products for a variety of 
snacking and mealtime demand occasions

• Rely on wide distribution from Walmart to Club to 
Convenience to serve many different types of shoppers 
and consumers

• Offer a wide portfolio of pack sizes, types, and flavors, 
resulting in a high risk of cannibalization for any changes

• Has a series of innovations already in the pipeline, but 
wants to ensure they are truly incremental and 
positioned for success

• Faces a key question on where in the store the product 
plays best
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IRI leveraged its well-established, three-phased approach to drive the best results 
for Bel Brands
High-Level Overview

1 |     Market  Dynamics – What drives decisions?
Current Market Landscape
• Detail current price positioning and offering across everyday and promoted price in the category and major substitutes by channel
• Develop simple teardown across Category Dynamics, Consumer / Shopper Trends, Competitive Landscape, and Channel Perspectives, to identify performance 

drivers
Brand-Specific Values
• Measure willingness to pay across size options, features / claims, and product attributes brand by brand across major players

2 |     Product Design – How do we capitalize?
Shortlist of Advantaged Features
• Identify features and benefits where your own brand drives a higher willingness to pay vs. competitors to minimize risk of copying
Product Concepts and Execution Needs
• Build up product concepts based on overall profitability by estimating cost to include the features / attributes with the highest potential
• Determine pricing, positioning, messaging, packaging, and other executional options that provide the best tradeoff between topline sales growth and margin for 

each concept

3 |     Path Forward – What is the execution plan?
Financial Impact and Contingency Plans
• Quantify full business case of sales, volume, and profit impact for both the manufacturer and key retail channels from recommended concepts at the selected 

price points and executional options
• Prepare contingency plans based on potential competitor reactions to maintain a strong business case for the manufacturer and retailers
Retail Sell-In
• Create compelling quantitative and qualitative sell-in story for retail, based on Market Dynamics and Business Case
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Counts
1. All classes of trade should each have a different count to avoid comp shopping and cherry picking
2. Larger counts may be able to command a higher price relative to the smaller counts
3. Bel has an opportunity to upsize the entry level count pack

Pricing
4. Bel has an opportunity to increase the price of small packs in small format channels

Sizing
5. Unit size weight-outs will be less elastic than an increase in price
6. Smaller count packs with larger units will prove more valuable for large format channels

Claims
7. Consumers are willing to pay a premium one or a combination of the following claims:  (e.g., No Hormone, Not Treated with 

Hormones. X – Y calories, No Gluten, Rich in Calcium, Organic)

Flavors & Functionality
8. Consumers are willing to pay more for different variety flavor packs, particularly at Club
9. Light / Lower Calories is an elastic attribute that needs to be offered in different pack sizes vs. traditional offerings to keep premium
10.Consumers are willing to pay more for functional alternatives

IRI and Bel began by collaboratively creating a series of hypotheses on 
opportunities for growth and premiumization
Hypotheses – Disguised
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Pack 
Count

Product Details Price per Ounce Price per Count
Brand Ounce per Count

1
Mini Babybel 0.75 $1.24 $0.93

Belgioioso (Mozzarella) 1.0 $0.85 $0.85
Tillamook 0.75 $0.75 $0.56

6 Mini Babybel 0.75 $0.86 $0.65
Belgioioso (Mozzarella) 1.0 $0.73 $0.73

8 Belgioioso (Other Snacking) 0.75 $0.74 $0.56

10 Mini Babybel 0.75 $0.85 $0.63
Tillamook 0.75 $0.57 $0.42

12 Mini Babybel 0.75 $0.59 $0.44
Belgioioso (Mozzarella) 0.83 $0.50 $0.41

14 Mini Babybel 0.75 $0.59 $0.44

18 Mini Babybel 0.75 $0.75 $0.56
Belgioioso (Mozzarella) 1.0 $0.54 $0.54

24 Belgioioso (Other Snacking) 0.75 $0.55 $0.42
26 Mini Babybel 0.75 $0.47 $0.35
28 Mini Babybel 0.75 $0.49 $0.37
32 Tillamook 0.75 $0.44 $0.33

Belgioioso’s 
12ct has 
slightly 

different 
sizing per 

round

To investigate these hypotheses, we began by plotting the landscape of Bel’s 
products and their competitors / substitutes, at various levels…
Snacking Cheese Price per Count – Mini Babybel, Tillamook, and Belgioioso
Everyday Base Price, 52 weeks ending June 16, 2019

Note: does not include Belgioioso Pearls due to size differential. Source: IRI ILD POS data ending June 16, 2019, MULO+C. IRI Consulting Analysis.
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…then determined how outliers in the detailed landscape differentiated themselves 
to justify premium pricing or drove outsized growth…
Snacking Cheese Innovation Trends
Dollar Sales, L52 weeks ending June 16, 2019, MULO+C

New Product / FlavorNew Packaging / Size

Source: IRI POS Data, MULO+C, 52 Weeks ending June 16, 2019. IRI Consulting Analysis.

Many Snacking Cheese brands broadened flavor assortment, while Mini 
Babybel’s Cheese and Crackers innovation was significant product innovation

Top brands continue to expand their count sizes, 
and refresh their packaging with brand partnerships

Mini Babybel’s Cheese and Crackers 
reached $6.9M in sales after 1 year of launch

Cracker Barrel introduced a 3-pack that offers 
sharp, aged, and white cheddar blocks

Frigo Cheese Heads broadened their 
portfolio with Gouda String Cheese

Schreiber had the largest packaging 
innovation SKU with its Paw Patrol String 
Cheese partnership, which reached 
$14.2M in L52 sales

Sargento introduced 28ct packs of their 
Cheddar and Colby Jack Stick Cheese 

In Club, Belgioioso introduced a 3ct of 
individually wrapped larger mozzarella 
“pearls” rather than a larger pack of their 
smaller snacking balls
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…as well as key claims that appeared to correlate to a higher premium per ounce
Snacking Cheese Health and Wellness Claims
Dollar Sales, CY 2014-2018 and L52 weeks ending June 16, 2019, MULO+C

Snacking Cheese Leading Claims
Additionally, based on IRI Intellectual Capital, Snack Kits have 

successfully leveraged; No Artificial Ingredients / Preservatives claims 

Source: IRI POS Data, MULO+C, CY 2014-2018 and 52 Weeks ending June 16, 2019. IRI Consulting Analysis.

L52 Size 
($MM)

2014-2018 
CAGR 

L52 vs. YA
(%)

No Artificial “___” $352.4
Source Of Calcium $296.9
Source Of Protein $264.1
50 - 99 Calories $251.2
Kosher $220.8
Less Fat $219.6
No Artificial Preservatives $190.2
100 Percent Natural $152.0
High Calcium $98.4
No Hormone $54.6
Less Calorie $46.9
Not Treated With Hormones $38.8
USDA/Certified Organic $38.0
No GMO $24.1
5 - 40 Calories $18.5
200 - 299 Calories $16.9
41 - 49 Calories $14.4
No Gluten $12.9
More Calcium $10.9

Total $1,897.3

7.7
-0.9
-1.9
-6.2

-12.0
0.9
3.8

-12.4
23.8

-22.4
46.0

18.8
18.6

-12.0

60.7
-1.7

120.8

0.2

-6.5

-8.9
-9.7

-14.3
-10.0

3.0
-1.9

18.5
-13.8

28.1
0.4

-1.9
-15.1

11.8
7.9
13.6
9.3

-0.1

-0.4

0.3

2.5

Belgioioso Snacking Cheese ($23.4M, 
+21.3%) leverages Gluten Free, No 
Hormone and Vegetarian Claim

Tillamook’s Snacking Cheese 
($26.8M, +41.5%) leverages No 
Hormone Claims on its packaging

Claims Used on Package vs Website:

100% Real Cheese

No Artificial Growth Hormones

No Artificial Colors/Flavors

No Artificial Preservatives

Good Source of Calcium & Protein

Mini Babybel Snacking Cheese ($210M, 
+2.3%) leverages only 100% Real Cheese 
on its packaging
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With a narrower field of options from the market landscape, we launched a discrete 
choice analysis to quantify true tradeoffs

Sample Choice TestSurvey Characteristics

Section 1: Same form of Snack 
Cheese with varying packs, 
flavors, and price (+/-20%)

Section 2: Different Forms of 
Cheese with varying packs, 
flavors, and price (+/- 20%)

Source: IRI Consulting Analysis.

Respondent Qualification
• Snacking Cheese buyers from US Rep Sample plus boosts in:  

Target and Convenience (100 ea) and Club (50)
• Purchased Snack Cheese in last 6 months
• Shop at key channels: Grocery, Walmart, Target, Club, 

Convenience, Aldi, Drug, etc.
• Primary decision maker for purchase of snack cheese

Main Study
• Sourced initial demand and volume consumption as well as 

attributes considered when making purchase
• Binary Choice questionnaire with randomized products, 

forms, sizes, flavor, and prices (+/- 20%)
• Consumers were filtered through to specific channel 

questionnaire based on screener

Exit Questionnaire
• Country
• Gender

• Children
• Marital Status

• Ethnicity
• Income
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Current 
Sales

Cannibalization from 
New Offering 1

Upsell
Pack Sizes

New 
Offering 1

New
Offering 2

New Sales
(Full Compliance)

30% 
increase 
in topline 

sales, 
paired with 
additional 

margin 
growth

Using the results, we were able to quantify a full business case, net of 
cannibalization for new pack sizes, product offerings, and store position
Estimated Sales from Recommended Set
All Channels

Note: Pricing is the same as in Status Quo. Source: IRI Consulting Analysis

Bel had a tailored business case, broken down across each retail channel
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Fortunately, taking this approach also provides sales with key elements of a 
compelling sell-in story and case for change
Elements of a Successful Sell-In Story

Category Essentials – What is changing?
• Establish credibility as expert in the evolution of the category, shopper, and portfolio
• Highlight potential for improvement and / or areas of misalignment

Retailer Performance – What needs to change?
• Sum up where current practices (even beyond pricing and offerings) are falling short
• Align on the opportunity areas, showcasing how some events underperform for them, as well

Retailer Objectives – Why is it important to us?
• Demonstrate understanding of overall retailer goals and initiatives
• Link category / shopper / portfolio success to the broader department or chain

Category Vision – What is the change?
• Introduce the desired state, starting from the strategy and role for the category
• Illustrate how the portfolio, and the desired changes, play their part in that overall vision

Benefits Case – What’s in it for me?
• Articulate the financial and non-financial benefits for retailer and the overall category
• Share actions you will take to help the retailer realize these benefits
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At the same time, several manufacturers are seeing returns from addressing the 
“human factor” for pricing among their sales teams
Key Quotes from CPG Sales Leaders  |  Do you see significant variance between sales goals and brand goals?

“We work to understand from colleagues what has worked best with customers and then share 
those success stories widely, making objectives more practical and achievable”
“One of the biggest steps we’ve taken on pricing, trade, assortment, and all customer interaction 
points, is incorporating profit into the KPIs for our sales teams”

“CPGs must, first and foremost, understand what their retailers care about – whether it’s profit, 
margin, or something else – so that their sales teams are aware and can more easily shape a 
compelling sell-in story for retailers”
“Sales needs to have a responsibility for pricing compliance, plain and simple. In most places, 
sales succeeds if the product is on the shelf and meeting topline goals, even if losing money.”

“The biggest obstacle is the tendency to insight-sharing dialogue. We have to actively train our 
sales teams to avoid ‘sounding smart’ when they need to focus on actual commercialization.”
“In an age where innovation has rapidly increased, sales teams know they can more easily hit 
their objectives by prioritizing the new, with little concern for compliance on the legacy 
items in the portfolio. There needs to be a balance in how we incentivize them to avoid this.”

Bill Simon
Vice President 
of Sales

Ari Labell
SVP, Customer 
and Channel 
Strategy

Donny Lee
VP, Channel 
Planning and
Operations
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Key Takeaways (Recap)

• Current cost increases appear long-term, and 
manufacturers must adapt

• Even with the broader market moving, simply taking 
price is still too risky to succeed

• Manufacturers need to integrate price increases with 
product changes or launches that drive up the 
willingness to pay more per ounce

• Driving the most profitable results from a product change 
or new launch means incorporating pricing into decisions 
from the very beginning

• Beyond product features and packaging, pricing should 
play a role in messaging, positioning, and tactical 
choices, as well
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Questions
& Answers
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CONTACT US 
FOR MORE 

INFORMATION

Ray Florio
Ray.Florio@IRIworldwide.com 
+1 917.348.2995

Follow IRI on Twitter: @IRIworldwide
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