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Executive Summary: Identify Value Drivers  
and Manage Pricing Execution to Realize  
Profitable Growth

With more than half of U.S. adults vaccinated against COVID-19, and 
even more of the population benefiting from natural immunity gained 
from having beaten the virus, life appears to be returning to normal. On 
May 13, the Centers for Disease Control and Prevention announced that 
vaccinated individuals can resume activities without wearing a mask or 
physically distancing, and now most states and territories are without 
mask mandates. This has resulted in significant gains in consumer 
mobility, with an optimistic future outlook as Americans return to many 
of their pre-pandemic behaviors; and while overall sales at full-service 
restaurants remain low, this is due to closings rather than individual 
restaurant volume (see exhibit 1).

Exhibit 1: Demand for In-Home Consumption Is Expected to Decline vs. 2020 as Consumers Begin to 
Resume Pre-pandemic Behaviors1 

U.S. Consumer Mobility vs. Food & Beverage At-Home Volume 
% chg. from pre-COVID-19 (Jan. to mid-Feb. 2020) base, 4 wk rolling avg. – est. total omnichannel
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Unfortunately, this means that the surge in demand for consumer 
packaged goods (CPG) products is coming to an end, with shoppers 
making greater use of restaurants and out-of-home consumption 
occasions versus traditional grocery shopping. However, for some 
manufacturers, the pending drop in volume may not be as bleak an 
outcome as it would initially seem.

Many manufacturers have had to balance the risks and costs associated 
with burning through safety stock, suspending more niche products 
and adding temporary plant capacity to meet the heightened levels 
of demand. Relieving the current pressure in the supply chain is long 
overdue for both large and small producers. At the same time, much of 
the gain in sales manufacturers enjoyed over the past year were due to 
premiumization, even after the end of shutdowns and stimulus payments, 
indicating a long-term desire from shoppers to trade up. If this continues, 
the tradeoff of lowering volume to more manageable levels, and doing 
so at a much higher price, may even seem quite appealing.

Much of the 
gain in sales 

manufacturers 
enjoyed over 
the past year 
were due to 

premiumization.
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In that vein, looking across a wide variety of edible and nonedible 
categories, we can still see shoppers actively trading up to more 
premium options, even versus the ending months of 2020 (see exhibit 2). 
Manufacturers have done very little in recent months to change their 
overall prices, but shoppers are spending more as they choose more 
expensive options that drive a stronger value for them.

Exhibit 2: Decomposition of Price per Volume % Change vs. Year Ago / Grocery Channel / 12 WE March 21, 
2021 – Example Categories2

Spices/Seasonings

Dish Detergent

Sugar

Cups & Plates

CSD

FZ Novelties
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Bottled Water

Salty Snacks

Energy Drinks
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To learn more about premiumization, read  The Premium Opportunity report. Note: Everyday price at item level. Promotions includes promotion frequency and depth (driven by frequency). Mix shift 
refers to difference in product mix vs. YA, driven by shifts to more premium brands (positive effect) countering shift to larger pack sizes (negative effect). 

https://www.iriworldwide.com/IRI/media/Library/IRI-TL-Demand-Pockets-Part-1-Premium-Opportunity-11-10-2020-vFF.pdf
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There are several reasons driving this. For one, many U.S. consumers 
learned how to cook during the depths of the pandemic and 
developed an appreciation for it — along with the cost savings 
compared to dining out, even when buying premium ingredients. A 
portion of the money shoppers previously dedicated to ordering in 
or visiting restaurants has gone to purchasing better-quality products 
for preparing meals at home. On the other hand, with health taking a 
larger share of mind among shoppers, the value proposition of more 
premium, “better-for-you” products is also growing more appealing 
to a wider audience. In the same way that couponing behaviors 
remained for several years after the economy recovered from the Great 
Recession, these new behaviors are unlikely to fade anytime soon.
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So Why Aren’t We All Celebrating?

While manufacturers have gained from premiumization, a significant 
reduction in promotion has also played a major role in driving growth 
via price and mix. They are now recognizing that, as the country returns 
to normal, so will trade events. Margin gains that came from a lower 
overall trade investment will soon evaporate.

On top of all of this, the U.S. is experiencing high and broad levels of 
cost inflation. In fact, for the 12 months ending May 2021, U.S. inflation 
jumped significantly to just less than 5%, the highest rate in 12 years.3  
Unfortunately, while price/mix growth typically drives overall CPG growth, 
it has only done so at an average rate of 2.5% per year over the last 10 
years, far below cost inflation, and has not exceeded 5% for a single year 
since 2008. Now, not only did 2020 see price/mix growth at this historic 
level, but also, 2021 is poised to see even higher gains (see exhibit 3).

Exhibit 3: CPG Price/Mix Growth for Edible and Nonedible Products4

CPG Trends % Change vs. 2YA / Total Omnichannel

Nonedible Edible excl Perishables

DOLLARS

PRICE / MIX*

ESTIMATED VOLUME1
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Source: IRI data ending 05/16/21 Omnichannel Model. IRI Executive Insights.

1.Estimated average omnichannel volume change across categories based on price/mix trends in MULO+C. Based on 205 Tracked Categories.  

Omnichannel includes MULO+C, Costco, eCommerce , excluding MULO+C-eCommerce overlap. 

*Price / Mix based on MULOC
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Even worse, while the heavy reliance on premiumization to drive this 
price/mix growth may be helpful for top-line sales and revenues, it also 
carries with it a higher cost to produce these products. Needless to say, 
this trend will do nothing to solve the overall problem unless the price 
for more premium products is higher than both the additional cost and 
the rate of cost inflation.

Naturally, smart manufacturers are recognizing a need for change, as 
the increased cost of goods sold has been putting continued pressure 
on manufacturers in recent months, combined with a further squeeze 
from an impending end to artificially low trade investment. James 
Quincey, CEO of The Coca-Cola Co., may have put it most succinctly 
when he stated, “We are well-hedged in ’21, but there’s pressure built 
up for ’22, and so there will have to be some price increases,”5 during a 
CNBC interview on April 19.

Just looking at how shoppers are trading up, one would naturally think 
raising prices would not be an issue. Common logic would almost lead 
one to believe that if shoppers are trading up, they will freely absorb a 
higher price on their desired products. As sensible as that may sound, 
it is sadly not the case. As a matter of fact, after spending much of 2020 
enjoying a dramatically lower level of price sensitivity, the CPG industry 
has experienced a significant snap-back, particularly in brick-and-mortar 
retailers (see exhibit 4).

 

After spending 
much of 2020 

enjoying a 
dramatically 

lower level of 
price sensitivity, 

the CPG industry 
has experienced 

a significant 
snap-back.

Exhibit 4: CPG Average Promoted Price Group Price Elasticity in Grocery and E-Commerce 6

Grocery E-commerce – Pure-Play 
Delivery

% reduction in 
volume from 10% 

increase in price

-18.5

-20.5

-14.7

7.5

-16.6

-13.8

-10

-7.5

-3.8
+0.8+1.9

39 WE 3/1/20

26 WE 10/26/20

39 WE 2/28/21

Note: Average PPG price elasticity measured across PPGs (top 80% by volume) in 30 representative categories. E-commerce based on pure-play ecom retailer. 26 WE 10/6/19 vs. 26 WE 10/4/20. 
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Although it seems feasible to raise prices online, doing so with a broad 
brush in more traditional channels is unlikely to drive a positive result. In 
fact, unless manufacturers are willing to trade market share and volume 
for bottom-line margin, price increases seem a dead end for the typical 
CPG manufacturer. Then again, the industry cannot simply hold fast, 
accepting poor profits with the hope that deflation arrives in the short 
term to bail it out.
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Driving the Value Side of the Equation

No matter how the world changes, shoppers will always define value as a 
balance between the price they pay and the benefit they receive. Despite 
price sensitivities gradually increasing to pre-pandemic levels as the U.S. 
returns to a more normal, post-pandemic environment, there is a great 
deal of variation in how different products and brands weathered the 
storm. For example, snacking products that made more targeted claims 
— aligned to shopper needs and wants — were able to further decrease 
their price sensitivity during that same period (see exhibit 5).

Exhibit 5: Price Sensitivity for Brands of Crackers and Ice Cream, 2021 vs. 20207

Keebler Club Crackers
Mainstream Cracker 

No claim

2020
1.99

2020
1.67

2020
1.71

2021
3.16

2021
1.58

2021
1.20

Blue Bell 
Mainstream Ice Cream 

Claim:
• Natural & artificial flavor added

Pepperidge Farm Goldfish
Mainstream Snack Cracker 

Claims: 
• Baked  • 100% Real Cheese

Ben & Jerry’s
Theme-flavored Premium  
Ice Cream 

Claims:
• Non-GMO  • Responsibly Sourced Packaging
• Fairtrade  • Cage-free Eggs

Triscuit
Mainstream BFY Whole  
Grain Cracker

Claims:
• Baked  • No artificial colors or flavors
• Non-GMO  • 100% Whole Grain Wheat

So Delicious
Specialty Dairy-Free  
Ice Cream 

Claims: 
• Certified B Corporation  • Gluten Free
• Non-GMO

Price Sensitivity 
vs. YA

Price Sensitivity 
vs. YACrackers Ice Cream/Sherbet

2020
1.72

2020
1.36

2020
1.16

2021
1.92

2021
1.30

2021
0.66

Source: IRI Growth Consulting Analysis.

Price Sensitivity measures 
the unit loss from 
increasing price

Volume Loss from a 10% Price Increase

Gain margin 
with price raises

Avoid large 
price shifts

Drive volume 
with price cuts

Price Sensitivity

2%
4%

6%
8%

10%
12%

14%
16%

18%
20%

2.01.81.61.41.210.80.60.40.2
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Interestingly, just having a longer list of claims does not prove 
sufficient. Traditionally, shoppers have appreciated environmental 
and sourcing claims, but they have rarely been willing to pay more 
for them. On the other hand, claims that directly spoke to health, 
something already top of mind given pandemic concerns, proved far 
stronger at driving premiumization. As expected, the lack of these 
claims drove higher scrutiny on price, as shoppers saw these products 
as less healthy and less valuable.

Even ensuring a product has health-driven claims is also not enough. 
Over the past few decades, shoppers have gradually become more 
skeptical of health claims, as manufacturers attempted to differentiate 
themselves without being different. The classic example from the prior 
century was peanut butter, which despite not containing any animal 
products, had several offerings advertising their cholesterol-free claims. 
In the years since, other manufacturers across categories have continued 
to take credit for attributes either inherent in the nature of the product 
or for simply complying with U.S. laws, such as not adding hormones. 
Unsurprisingly, shoppers start to respond by looking for loopholes.
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Recently, IRI’s work with a premium brand of better-for-you snacks 
discovered a heavy barrier to incent shoppers to trade up. Key claims 
— like organic, no artificial ingredients or 3 grams of protein — on their 
own did very little to make shoppers want to pay more (see exhibit 6).

 

No one claim could justify enough of a premium to offset the costs 
of carrying it. However, if the brand closed the loopholes shoppers 
were seeing by combining all three of the above claims, the result 
was substantially different. Then shoppers were willing to pay a ~25% 
premium, allowing it to command a price that more than offset the costs 
of adding the attributes while also broadening its appeal to a much 
wider segment of shoppers.

Exhibit 6: Shopper Reaction to Individual Claims on a Premium Brand of Better-for-You Snacks8 

Individual Claim Impact on Price Shoppers  
Would Pay Shopper Rationale

Organic +3% “That doesn’t mean it’s healthy.”

No Artificial Ingredients +3%
“Yes, but it’s not good enough  

to be organic.”

3 Grams of Protein +5%
“That could be due to a series  

of bad additives.”

No one claim could justify enough of a premium to offset the costs of carrying it.
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Putting It Into Practice

If one were to stop and think about all the potential options that 
are available to drive a successful premium, they would seem 
overwhelming. The actual product versus messaging changes could 
be infinite, and trying to determine which is truly best would appear a 
daunting task. However, it does not have to be. First, consider stepping 
through the options from simplest to most complex (see exhibit 7).

Capitalize on current pricing leverage due to existing brand strengths

• What is the “right” price and promo structure to meet channel-specific  
shopping needs?

• Which items are “fighter” items, and for which items could we  
charge premium pricing?

• What are the most effective trade strategies and contract agreements  
by brand and retailer?

Strengthen margins with lower impact when volume trade-off is positive

• How can we better capture certain consumer segments based on our price 
and pack offerings?

• What are the occasion “gaps” in our portfolio by channel, and how can we fill 
them by new price/packs?

• How can we meet key price-per-unit and price-per-volume thresholds in a 
cost-effective means?

Drive even stronger differentiation and shore up gaps vs. other brands

• How can we improve the price realization within our existing portfolio?

• How can we change the consumer preference for our product through 
different on-pack communications?

• How can we better message our promo events to drive stronger returns 
on our existing spend?

Tailor innovation pipeline around brand strengths to drive profitable growth

• What are the opportunities for premium innovation to drive growth in an 
otherwise stagnant category?

• What benefits and attributes can we rely on to drive a stronger sustained value 
proposition vs. competitors?

• What are the most efficient options to defend against potential competitor 
entrants and launches?

Shift Price to Better  
Align to Value

Shift Pack Size to  
Reduce Costs

Refine Messaging 
& Positioning

Innovate to Grow 
Willingness to Pay

Exhibit 7: Key Levers to Drive Higher Price Realization9 
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• Shift Price to Better Align to Value – Simply put, if the price elasticity 
allows it, take price. Of course, do not disrupt desired channel 
pricing dynamics or misalign the price-volume curve, but there 
will be opportunities to raise both list and shelf price. Provided 
that manufacturers drive a win-win for both themselves and their 
retailers, this is likely to be the quickest and easiest means to 
capitalize.

• Shift Pack Size to Reduce Costs – Granted, due to some of the 
complexities mentioned above, there will be a sizable portion of the 
portfolio for which a price raise is not possible. For these products, 
the next alternative is to consider shifting pack size to achieve a 
higher price per ounce, gallon, pound or whichever unit of measure 
is most applicable. While history has shown shoppers will react less 
negatively to a downsize than a price increase, there is the risk of 
reducing overall consumption.

• Refine Messaging & Positioning – If the first two levers prove 
unattainable, the next option is reframing the value proposition of 
the existing products. Simply better articulating what your products 
and brands already deliver can pay significant dividends; a prior 
client, after refining its messaging, saw volume grow by more 
than 20%, even with a price increase. However, while the actual 
change can be quite quick and requires no additional investment 
in the product COGS, it can risk alienating current consumers if 
manufacturers do not do their due diligence.

• Innovate to Grow Willingness to Pay – When all else proves 
impossible, it is time to investigate how to alter the portfolio to 
capitalize on a positive cost-benefit relationship. This can mean 
adding in high-value, lost-cost product benefits but also finding 
where to streamline product attributes that cost more than they are 
worth in the eyes of shoppers. While changes here can drive the 
highest and most sustainable benefits for a manufacturer, they also 
take the longest to realize and should be paired with some of the 
shorter- and midterm tactics.
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While the first few options of simply shifting price or pack size are more 
straightforward, messaging and innovation options can quickly lead 
manufacturers to boil the ocean. To avoid this and remain focused, 
manufacturers will need to gradually filter down the wide array of 
choices. IRI recommends a three-phased approach for success, as 
detailed below (see exhibit 8).

Exhibit 8: IRI’s End-to-End Approach for Successful Premiumization (High Level)10 

Current Market Landscape

• Detail current price positioning and offerings across everyday and promoted price 
in the category and major substitutes by channel.

• Develop teardown across category dynamics, consumer/shopper trends, 
competitive landscape and channel perspectives to identify performance drivers, 
incorporating any existing analyses, where available.

Hypotheses and Opportunities

• Work with leadership to develop a series of hypotheses around potential growth 
opportunities for each brand, and the category as a whole.

• Leverage market landscape and cross-category insights to address each 
hypothesis, fleshing out opportunities and next steps.

Viable Product Concepts

• Identify features and benefits for which each brand has the potential to drive a 
higher willingness to pay vs. competitors to minimize risk of copying.

• Build up overarching new and changed concepts by channel and the attributes to 
vary within each.

Willingness to Pay and Buying Behavior

• Leverage discrete choice analysis, forcing trade-offs between the existing channel-
specific shelf set of our brand’s different pack and pricing options vs. competition, 
and new concepts.

• Quantify willingness to pay, changes in consumption and source of volume shifts 
across our brands and competitors.

Financial Impact and Contingency Plans

• Quantify full business case of sales, volume and profit impact for both our portfolio 
and key retail channels from the new, recommended channel-specific shelf set at 
the selected price points.

• Prepare contingency plans based on potential competitor reactions to maintain a 
strong business case for both us and retailers.

Retail Sell-in

• Create compelling quantitative and qualitative sell-in story, based on market 
dynamics and business case.

Market  Dynamics
What drives decisions?

Product Design
How do we capitalize?

Path Forward
What is the execution plan?
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Coming out of the Market Dynamics, manufacturers will find 
themselves with a list of higher-priority opportunities that meet both 
internal and external needs. Product Design then determines which 
of these will best drive price realization, and finally, the Path Forward 
balances the needs between top-line sales, bottom-line margin and 
retailer needs. In the end, those who follow this process will make 
gains on both ends of the profit and loss statement and have a highly 
compelling case to drive retail activation. 
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How IRI Can Help 

Opportunity Alerts & Predictors deliver a fully automated, personalized 
decision-making platform with alerts and size of the prize. They 
harnesses IRI’s advanced store-level price and promo modeling to 
determine granular, retailer-specific impacts. 

Price & Trade Advantage enables price and trade strategy to maximize 
sales, share and profit objectives by war-gaming multiple scenarios and 
comparing outcomes. It informs price and trade decisions based on 
full-category results from pricing and promo actions. 

Pricing Diagnostics manage risk by identifying changes in sales velocity 
and specific price points and price gaps and identifies root causes for 
sales and share change.

Assortment Planning Strategy simulates full-category results from 
assortment and space decisions, accounting for demand transfer. 
It allows contingency and scenario planning, along with ongoing 
monitoring and tracking. 

Portfolio Profitability Consulting delivers the most profitable 
opportunities among pricing, pack size, messaging and innovation to 
grow both top and bottom line while also driving market share.

Segment-Specific Pricing Optimization enables more strategic pricing 
based on securing longer-term shopper loyalty.  
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