
Revenue-taking has always been premised on the belief that after an initial sticker shock and delay of
purchase, the consumer will come back and resume the level of unit purchase. This has been studied
extensively. The unit purchase does come back, but not quite to the same level. There are also many
ways to manage the price increase to minimize the sticker shock. In some industries, manufacturers will
pay close attention to seasonal cycles; they will raise the price in the down-season so that by the time the
high season rolls around, the consumer has forgotten the old price point. Another method is to protect
goods by using promotions to mask or smooth over a price increase. The product returns to its old price
point during the discount period, and then the deep discounts are slowly phased out. Another well-
known (but not well-liked by consumers) is the weight-out. In this case, you reduce the ounce weight of a
package but keep it at the same price point. This method is so well despised that it was even cited as bad
corporate behavior by the President in the State of the Union speech (March 7, 2024). Another method
favored by restaurants is to build the price increase into new specials and limited-time-offers (LTO).
Restaurants face the problem that the menu is written out on a board, so price increases stand out. But if
the increase is for the LTO, then the consumer will adapt to the new price point, and the other items will
slowly catch up to it.

In a recent Marketing Week article, “Kellogg’s and Heinz owners outline strategies to drive volume
growth,” Niamh Carroll discusses the pros and cons of strategies to rebuild unit volume after two years of
price-taking both prompted by and masked by general inflation. 

The solution for driving unit growth is seen in four areas: effective promotions, premiumization, price-
pack architecture and innovation. We would add a fifth one here – retail media networks (RMNs) – or
more specifically, the new balance that needs to be achieved between RMNs and traditional trade in the
omnichannel world. 

Before we start to evaluate some of the solutions to restoring the balance between unit growth and
profitability, it is useful to review some of the assumptions that underlie the patterns of price-increases
we have seen. To be sure, the current wave of increases has unusual drivers – from pandemic-related
supply chain issues to volatility in commodity prices driven by climate change. Still, it is instructive to
understand the pricing playbook, even if the goal is purely shareholder value. 

Five Ways to Building Back
Unit Volume 
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Leveraging Marketing Strategies that Balance
Profitability and Volume Growth 

Bounceback After a Revenue Increase

https://www.marketingweek.com/kelloggs-heinz-strategies-drive-volume-growth/
https://www.marketingweek.com/kelloggs-heinz-strategies-drive-volume-growth/


All these methods attempt to slow, or phase-in the increase, anticipate loss of unit volume in year one post-
increase and then gradual recovery. However, in the current climate, with its post-pandemic uncertainty, we
are not really sure if consumers will bounce back like they have before. Have wages risen as fast?  Are we
asking consumers to spend more of a fixed budget amount on our category? Are they then likely to search
beyond their usual brand for other alternatives. This means that unit recovery may be a bit more difficult this
time and requires a better thought-out strategy. 
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Solutions to Generate Sustainable Growth

Incrementality of Promotions.                                                     The true incrementality of promotions can take a long time to figure
out. When companies do take the step of investigating incrementality, the analyses are done
retrospectively by testing whether profit levels were maintained while the manufacturer used various
promotion methods to hold market share. 

There are approaches that can get at incrementality much faster through modeling. The standard store-
level syndicated outputs can get at cannibalization and competitive sourcing, but these are still often
insufficient to fully evaluate a promotional strategy.

Two things are required to get at true incrementality – first, you need to break trade promotion lift down
into its four main components: stockpiling, cannibalization, category expansion and competitive draw.
Second, you need to evaluate the unit lift and the profit for                                                                  
Only by understanding and being able to sell against the retailer’s profit do you have an argument to
implement what is good for the manufacturer. Each of the four sources of lift may be good or bad for
each party. 

Drawing volume from competitors is good for brands but doesn’t help the retailer.
Stockpiling from excessive promotions can hurt both in the long run by triggering deal sensitivity
and eroding brand equity.
Cannibalization will certainly hurt the brand (unless it is a sustainable trade-up to a pack with higher
margin dollars) but may or may not hurt the retailer.
Category expansion can help both parties, especially if it creates a trade up to higher margin
products or goods that drive traffic to the store (a “destination” category).

One of the major challenges you will face in evaluating trade profitability is in gathering the cost data.
Data must be married at the event-level for deriving meaningful ROI and the cost data often exists above
the event-level or is co-mingled with other co-op funds. Still, there are heuristics that can be used to get
close enough. We see the problem with cost-allocation at POP arising once more with retail media
networks (see below).

                                          People have grown used to seeing various sizes of manufacturers’ products.
These are often governed by the                                           small toothpaste tubes for travel, big packs of
beer for parties, small food items for lunchboxes, bigger than usual packs for sharing, etc. Along with this
kind of occasion-based use, people are used to the idea of a                                 For instance, in beer,
diapers, and paper towels, you expect a lower price per ounce for more stuff because the retailer is
asking you to commit more of your budget to it right now. These kinds of built-in discounts driven by

both the manufacturer and the retailer.

Price-Pack Architecture. 
usage and the occasion:

quantity discount.



the package size are mimicked in short-term promotional deals such as “two packs for 50c less.” When
prices have gone up, as they have during the recent period of high inflation, the price-pack architecture
can get thrown out of kilter. 

Larger packs can truly become unaffordable. 
Private label large packs suddenly pose a new threat to brands.
Entry price points can get lost as prices move beyond threshold.
Prices for some smaller packs have gone so high that the consumer may trade up to a brand of
higher quality.

To reassess whether your price-pack architecture can be improved, a good first step is to do a discrete
choice model (DCM) but not just any off-the-shelf choice model. There are models that are good at
handling continuous changes in ounce size or items per pack, along with continuous changes in price.
We call them                               To appreciate the difference between a DCM and a quantity model we
have to think back to the origin of DCMS: they were invented for feature-rich durable goods and
depended on a high-level of involvement in the purchase decision. The idea was that consumers could
pick various sets of features, each presented at a price point. Price was a common factor against which
consumers traded off their preferences for certain features. If the price was high for their preferred
feature, the key test question was whether they loved the feature enough to pay more for it. If they did,
the utility of the feature would rise.

In CPG, we know that much of the time, the consumer is on automatic. We have to think more in terms
of the emerging science of                                        where what people do isn’t often what they say
they’ll do. First off, consumers are not doing math. When faced with a set of packages at different price
points for different ounce sizes, they are not calculating the price per ounce. But they may have a sense
of it. They may know that bigger packs should have a lower price per ounce. Sometimes the retailer helps
them by putting the price per ounce on the label. But unlike regular DCMs, price is not the trade-off
factor by which they judge the “feature” called package size. They know that bigger packs cost more, but
they expect some kind of deal on price per ounce as a reward for buying more. Consumers also know
when the amount of product is more than they want for an occasion. They also may react to an absolute
price point being too high to afford this month. Package size is not independent of price in any sense –
it’s not really a feature at all – and that’s what an ordinary DCM requires. Hence the need for the
quantity model.

It is possible (though not advisable) to attempt to “trick” an ordinary DCM into measuring a package by
having a different price coefficient for each package. However, the big issue with that is that packaging is
not discrete. Package sizes vary continuously (but in discrete lumps) driven by package configurations
and item weights. It is not possible to try out all the discrete combinations of ounce size and price points
in a consumer test and put a price coefficient on them all.  Or even on a lot. Only the quantity model can
be relied on the interpolate between any package size and price per point and take proper account of
the way that the quantity-desired interacts with the sense of the deal on price the consumer feels she is
owed. Only with this kind of robust model can we accurately minimize trade-down and maximize
revenue across a set of packages.
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quantity models.

behavioral economics 



                             This concept depends on the consumer perception of inherent quality. Durable goods
have direct ways of signaling quality often linked to concrete features such as “seat warmers” in a car.
Many of you will be familiar with the example from automobiles that how a door slams shut, whether
firmly and quietly versus a rough-sounding clunk, is an indicator for quality in general, in the engine and
places you can’t feel or see. In CPG, the notion of quality is often more abstract than it is with durables,
linked to need states high up the Maslow hierarchy such as “better for you and your family”, “safer”, or
“more prestigious”. 

Premiumization is linked to the notion of a                   In durables, (to use automobiles again), a trade-up
may be from a Nissan to an Audi. In CPG, the notion of trade-up is also tied to quantity. Say I can usually
afford a maximum of $15 per week on beer and I usually buy a 12-pack of domestic beer for $10.00. I
just got a raise and now feel I can afford $20 a week on beer. Do I now buy a 24-pack of domestic beer
for 19.00 or do I trade up to an imported 12 pack for $16.00? The trade-up decision in CPG implicates
quantity, whereas in durables it usually does not. Premiumization is based on selling fewer goods at
higher margins versus many goods at lower margins.

The need for premiumization in CPG can come about for different reasons. Sometimes periods of price
increases, like the recent inflation, may have forced the middle tier of goods to hit the price points of the
next quality tier. In this case, marketing’s job is to justify the higher price point by strengthening existing
attributes or creating new ones. The latter may take the form of making the product out of better
ingredients or making flavor ranges more exotic. We have also seen companies base their business on
resurrecting old brands by adding contemporary attributes. In both cases, the main thing to measure in
tests is whether the attribute of the product can justify the trade-up. Implicit in the trade-up is that the
premium good is taking money away from other goods (or categories) because of how highly the
consumer views the superior attribute(s). 

The need for premiumization can also arise when price increases have forced the middle/lower tiers of
goods to be perceived as a poor value compared to private labels. This again can point to a need to
reinforce the attribute quality of the middle/lower tier, to selectively promote better, or to rethink the
prices across the portfolio more radically. 

                     This approach is the riskiest because it can take the longest to implement and needs to be
based on a rock-solid insight as to an unmet need in the market.  But also has the most power to reset
the current market, even to the point of changing its price structure. Innovation can be narrow (as in a
new flavor or provenance in a line extension) or it can be transformative. The latter has its gallery of
brilliant disruptive innovations, of course, but I can think of other more modest innovations that have
changed CPG categories forever (e.g. Greek Yogurt, Hard Seltzer, etc.). From an analysis POV, one of the
key questions to ask is where these innovations come from. Often they can come from overseas, where
they might have been popular for decades or centuries (think Matcha tea, Jackfruit, etc.). There might be
particular attributes that have power at different times (think Organic in the past, Digestive Tract Health
now). There are also interesting cases where old brands can be resuscitated by bolting onto them a
newish attribute. 

Analytics on its own cannot do much to create innovations. That is a job for people mining the global 
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Premiumization.

trade-up.

Innovation.



field of insights, human wants and needs. Analytics is also not very helpful at picking up on nascent
innovative trends – for the simple reason that by the time the trend is big enough to be observed, it has
already largely seeded itself.

What analytics can be good at is figuring out the following:
Whether a newborn trend has legs.1.
What needs/motives are being satisfied by what new attributes and should be stressed in
communications.

2.

How to fit an emerging attribute to an existing product or line.3.
How to price a new product.4.
Which products will a new product cannibalize?5.
Measuring advertising and trade support for new products.6.
First three-year new product MMM.7.
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Retail Media and the Forgotten Science of Trade

The final arrow in the quiver is retail media. When we think of pricing and promotion, we don’t always
think of retail media. There are several reasons for this. First, it is media. Second, it seems more about
targeting audiences than dealing with price. Third, it seems somewhat out of Marketing’s control; more
in Sales’ control or even under the thumb of the retailer

However, retail media and trade are starting to merge (along with Shopper marketing and in-store) as a
unified point of bargaining between manufacturers and retailers. For instance, it was very likely the
leverage that manufacturers gained from RMNs that enabled them to push through one or more price
increases in 2023 at notoriously immoveable EDLP retailers like Walmart. For more of retail media
measurement as it pertains to price see the article “Why is Retail Media ROAS so Hard to Measure?”

Finally, we can anticipate the trajectory of retail media by remembering what happened to trade
promotions. Trade promotions heyday was in the 1980s; for the first time, short-term promotional lift
was perfectly quantifiable in econometric models. This confirmation from measurement encouraged the
movement of dollars away from media and towards price promotions. There were two consequences of
this. First, we realized that the lift from temporary price reductions was short-term and potentially equity-
eroding; consumers would be trained away from brand loyalty and towards the best deal. The second
was that trade promotions went from a voluntary activity on the part of the manufacturer to a bargaining
point in the battle for shelf placement and new product introductions. 

Two lessons can be drawn from this. First, there is an entire area of the marketing mix based on trade
and retail media that is moving out of brand control and over to sales. Both trade before it and now
RMNs are moving from voluntary activities to ones that are enmeshed in manufacturer-retailer
negotiations. Second, it should not be forgotten that both trade and RMNs are two areas where the
marketing mix model is particularly good at measuring lift. It should be in the interest of manufacturers
and retailers to understand the true incrementality of trade and RMN tactics as they bring them to the
bargaining table. This calls for                                   And if trade and RMN costs can be obtained, even
better.

joint optimization. 

https://in4ins.com/blog/retail-media-can-be-profitable-for-brands-heres-how/
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There are no quick and easy answers to the challenges of driving volume growth. We know it. You know
it. But at in4mation insights our unique approach to addressing these challenges is a product of years of
investment, innovation, and validation to help brands make business decisions more predictable and
attainable, no matter the complexity of the factors. 

Conclusion: 

Get in Touch

https://in4ins.com/contact-us/

