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CPGS on the hunt for
profitablegrowth

Consumer packaged goods companies are investing in next-
generation capabilities, recalibrating their portfolios, and
doubling down on brand investments to grow revenue with
desired margins intact.

Consumer Products State of the Industry survey 2024
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Survey summary



CPG state of the industry: Survey summary

Given continued high prices for everyday goods and apparel, many consumers feel like they must buy less or buy cheaper. For consumer packaged goods (CPG)
companies facing high fixed costs and the elasticity ceiling, profitable growth is a challenge requiring new approaches and capabilities. KPMG LLP (KPMG) surveyed
CPG executives in spring of 2024 to understand how the industry is grappling with the price-volume tension and found the following:

As prices soften, CPGs are urgently trying to revive volume growth in order to accelerate their top
line and preserve margins.

In the US, volume decline is pervasive across categories, from grocery to personal care to household
products. The impact is dramatic, particularly considering the ability of CPGs to increase revenue through
several pricing rounds over the past 18-plus months. Many CPGs are looking at developing and emerging
markets where volume growth potential is greatest but very different capabilities are required.

CPGs are using data and analytics (D&A) to create required data quality and veracity across
functional domains to generate accurate insights from D&A and determine how to generate demand
across their portfolios.

CPG companies are building more cohesive data supply chains, using D&A insights to more accurately
determine how to generate demand across their portfolios, including investing in core brands. In developed
markets, the ability to measure the impact of trade investments more precisely is a top priority, allowing
CPGs to reallocate their spend to the most profitable channels and customers. Given that a significant share
of promotions do not create value for CPGs, increasing the ROI of investment in promotions could be a
radical step. CPGs are also calibrating their portfolios which again requires precision around where that
complexity supports growth and where it destroys value.

Visibility around customer profitability and unit economics is more important than ever.

Very few CPGs can answer if their pricing aligns with service levels or know whether it costs more to serve
their biggest or smallest customers. They also can’t isolate margins at the product level. The ability to achieve
such granularity presents a massive opportunity, not just for CPG supply chain leaders who oversee costs,
but also for commercial leaders who are accountable for customer profitability. Understanding product
contribution margin can identify underperformers across customers, channels, and products to drive
prioritization, resource allocation, and investment choices. With this improved visibility, combined with a cost |
to serve lens and customer segmentation by profitability, CPGs can help drive profitable growth.
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After a series of pricing rounds, GPGs are clearly pivoting their focus on unit volume growth
with some exploring emerging markets where category penetrationis still low

Growth emphasis for the next 12 months (N = 100)

Which of the following growth drivers will receive most emphasis over the next 12

months?®@

100

Opportunistic M&A

Raise prices 12%

Shift portfolio mix
(more profitable products 38%
and pack sizes)

Increase unit volume:

Note(s): (a) Excluded respondents who chose “Do not know/ Prefer not to comment” (n=0)
Source(s): KPMG Consumer Products State of the Industry survey 2024, fielded April 2024

Volume growth: Developed vs. Emerging Markets (N = 100)

To what extent do you expect volume growth to come from developed vs emerging
markets?

100 100
Mostly (50%+) 9%

Large Extent (25%-50%) | [KEEA

Some Extent (5%-25%) 45%

.

23%
None/Minimal (<5%) 12%
Emerging Developed
Markets Markets



Increased demand generating investments inmarketing, advertising and more targeted trade
promotions with a greater application of emerging technologies are expected to fuel volume growth

Top investment priorities for profitable volume growth (N = 100)
Please rank the top three investment priorities to support profitable volume growth

Increased marketing, Cross functional teams Emerging technologies Hyperconnected Smart complexity Common core and migration
advertising, and and operating model | (incl. Al, GenAl) data supply chain to cloud (e.g. S/4 HANA)

I Rank 1 ¥ Rank 2 M Rank 3

Note(s): (a) %s may not add up to 100% due to rounding off for representational purposes
Source(s): KPMG Consumer Products State of the Industry survey 2024, fielded April 2024



Decreased consumer spendingis prominent concerns and reacting quickly to channel
shifts (club/discount) as well as what and when cash strapped shoppers buy

Top concerns in achieving growth targets (N = 100)
Please rank your top three concerns that might hinder your growth ambition

........................................................................................

84
20%
69

29

53

Decreased consumer spending Consumer behavioral shifts Increased retailer pressures Raw material cost inflation Continued supply chain disruptions

I Rank 1 ¥ Rank 2 M Rank 3

Note(s): (a) %s may not add up to 100% due to rounding off for representational purposes; (b) Excluded respondents who chose “Others” due to low n-count (n=4)
Source(s): KPMG Consumer Products State of the Industry survey 2024, fielded April 2024
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RGM capabilities continue to evolve allowing greater precision across promo, price and mix
whichis the highest focus for majority of GPGS

Prioritizing Volume growth: Strategic ranking (N = 100)
Please rank how you intend to prioritize your volume growth efforts

Precision Revenue Growth Management (e.g.i Targeted Advertising and Promotions Opportunistic M&A (e.g. bolt-
applying advance analytics across levers) on, divergent brands etc.)

I Rank 1 I Rank 2 M Rank 3

Note(s): (a) Excluded respondents who chose “Do not know/ Prefer not to comment” (n=2); (b) Excluded respondents who chose “Others” due to low n-count (n=5)
Source(s): KPMG Consumer Products State of the Industry survey 2024, fielded April 2024
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Brandinvestments are steered towards the core portfoliowhere GPGS have greater
confidence towin - learning to how to play withretailer media s a challenge giventhe
growingimportant of this source for retailers

Advertising and promotion investments strategy for core portfolio vs net new products (N =100)
How do you intend to allocate your targeted advertising and promotion investments across your core portfolio vs net new products/ brand introductions?

Trade Promotions Retailer Media & Platforms Digital Marketing Traditional Marketing

Il Core Brands B New Brand Introductions Products [l Both

Note(s): (a) Excluded respondents who chose “Others” due to low n-count (n=4)
Source(s): KPMG Consumer Products State of the Industry survey 2024, fielded April 2024
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Getting trade promotions right, as the pricing lever has been exploited, is a priority for more
than two thirds of GPGS whichis closely tied to creating greater precision around consumer
perceptionand choices around categories

Focus areas to drive greater precision in revenue growth management (RGM) (N = 100)
Where do you intend to create more precision in your RGM tactics?

65%
48% 48%
43%
39%
33%

Targeted trade promotions Consumer perception Retailer profitability Price setting in Changes to price White space expansion
shaping around categories management context of competitors pack architecture

Note(s): (a) Excluded respondents who chose “Others” due to low n-count (n=0)
Source(s): KPMG Consumer Products State of the Industry survey 2024, fielded April 2024
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For most GPGS, M&A is stillanimportant growthlever but withavery targeted focus
acquiring new capabilities, entering a highgrowth category or additional routes to market

Primary intention of M&A strategy (N = 100)
What is the main intention with your M&A strategy?

38%

Bolt-on (new capability, new§ Vertical integration support
category, new channel etc.) (greater control of value chain)

Note(s): (a) Excluded respondents who chose “Others” due to low n-count (n=1)
Source(s): KPMG Consumer Products State of the Industry survey 2024, fielded April 2024

Hypergrowth brands

| M&A not a priority for next 12 months |
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Product portfolio calibration ranks highly for CPGS to expand marginand curate profitable
portrolios - which can alleviate supply chain pressures and help focus innovation efforts

Prioritization of profitability expansion efforts (N = 100)
Please rank how you intend to prioritize your profitability expansion efforts

Enhanced operations and supply chain Purposeful innovation Product Portfolio calibration (shift mix)

I Rank 1 ¥ Rank 2 M Rank 3

Note(s): (a) Excluded respondents who chose “Unsure/ Cannot Discuss” (n=1); (b) Excluded respondents who chose “Others” due to low n-count (n=2)
Source(s): KPMG Consumer Products State of the Industry survey 2024, fielded April 2024
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Pruning or divesting poorly performing products and adjusting price pack architecture, to
create more price points and play inmore consumer occasions, are defaultinterventions

formost CPGS

Calibration of portfolio to improve profitability (N = 100)
How do you intend to calibrate your portfolio to improve profitability?

13%

Prune poorly performing SKUs to increase mix margin Price pack architecture to better address Divest underperforming brands
T TTTmmmnoomnooosooossoooossoooooooosooooooooooooooooo consumer needs and occasions

I Rank 1 I Rank 2 M Rank 3

Note(s): (a) Excluded respondents who chose “Unsure/ Cannot Discuss” (n=3); (b) Excluded respondents who chose “Others” due to low n-count (n=6)
Source(s): KPMG Consumer Products State of the Industry survey 2024, fielded April 2024
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Transformation efforts tokeep consumers “inbrand" are anchored on net new innovations
and extended value offerings to directly address decreased spending and buying patterns

Transformation efforts for consumer engagement (N = 100)
Where do you intend to focus transformation efforts to keep consumers "in brand"?

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

54% 54%

47%
I |
Net new innovation Extend value segment/offerings Extended price points to allow Premiumization Sustainability (e.g., circular
(low price points for distressed 3 consumer to trade up or down economy, reuse, recycle, etc.)
consumer) :

Note(s): (a) Excluded respondents who chose “Others” due to low n-count (n=0)
Source(s): KPMG Consumer Products State of the Industry survey 2024, fielded April 2024
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Innovation efforts are more closely aligned with margin expectations with disproportionate
margin ambition for breakthroughinnovation

Margin expectations from product innovation (N = 100)
What are your incremental margin expectations for your product innovation investments?

Sustainable innovation (i.e. circular Breakthrough innovation (i.e. new brands,

Incremental innovation (i.e.
economy, recycle, refurbish, etc.) new applications to serve new/unmet need)

refresh/restage/reformulate
existing brands and categories)

Il Similar to current portfolio (0-5%) B More than current portfolio (6%-15% more) [l Significantly more than current portfolio (15%+)

Source(s): KPMG Consumer Products State of the Industry survey 2024, fielded April 2024
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Withinput costs remaining high and channel shifts apparent, majority of CPGS rank demand
planning as the most critical capability to keep their total delivered cost at bay

Supply Chain Challenges (N = 100)
What are your most difficult supply chain challenges that hinder or slow your efforts to create a more resilient supply chain and preserve profitability?

61 5
g |
36% § 46%
i 35 34
l . 28 -
. - .
B o S
31%
i Demand Inventory efficiency  Service level Logistics cost Securing products Securing Insufficient labor  Logistics capacity Insufficient
. forecasting expectations at the right price  inputs/raw material capacity to keep equipment
. accuracy ! in a timely manner  up with demand capacity to keep

up with demand

I Rank 1 ¥ Rank 2 M Rank 3

Note(s): (a) Excluded respondents who chose “Others” due to low n-count (n=0)
Source(s): KPMG Consumer Products State of the Industry survey 2024, fielded April 2024
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Inventory optimization continues torank highly for two thirds of CPGS to meet retailer
expectations and keep costs low

Management of supply chain costs (N = 100)
How are you managing supply chain costs?

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

61%
44%
39% 39%
37%
. 35%
31%
27%
Optimize inventory Simplify product Reduce Increase investment  Reassess supplier Reassess Increase investment Increase physical
management portfolio 3 purchasing cost in new technologies portfolio and footprint manufacturing in existing automation
for direct materials  to improve functions footprint technologies

Note(s): (a) Excluded respondents who chose “Unsure/ Cannot Discuss” (n=2); (b) Excluded respondents who chose “Others” due to low n-count (n=0)
Source(s): KPMG Consumer Products State of the Industry survey 2024, fielded April 2024
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While most GPGs have a general understanding of their total delivered cost to customers,
butdonotalwaysactonit

Total delivered cost impact (N = 100)
What is your level of understanding of your total delivered cost?

Some/General Evolving Robust/comprehensive
Level of understanding
of total dgllvered cost 62% 16%
at shipment level

Some degree Large extent Great extent/mostly
Extent to which

tot_al delivered cost is factored 39% 16%
in and passed to customers
25-50% 51-75% >75%
Total delivered cost impact (N = 100)
What portion of your customers serves are loss What portion of product range does not result in What portion of customer orders made led to
bearing due to high distribution & storage costs? any contribution? negative profits? .
Product range without contribution Customer orders with

Loss-bearing customers negative margins

8%

Source(s): KPMG Consumer Products State of the Industry survey 2024, fielded April 2024



Digital transformation efforts are centered around creating real-time supply chaininsights
and greater focus on analytics onretailer satisfaction as retailer executionis more
iImportant than ever

Digital transformation impact areas (N = 100)
Where do you see most economic value from your digitization efforts and investment?

72

44%
12
20% 29% 33%
19%
Enterprise access for real- Prescriptive analytics Supply chain Productivity amplifying Data privacy for Supply chain cyber security
time supply chain analytics to automate execution specific customer technologies (e.g. customer/retailer data
of scenarios satisfaction data use Al/ML, GenAl, AR/VR,

LLMs, 3D vision etc.)
I Rank 1 ¥ Rank 2 M Rank 3

Source(s): KPMG Consumer Products State of the Industry survey 2024, fielded April 2024
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Data & Analvtics continues to be a top strategic priority withmost GPGS investing cohesive

tata supply chains...

Investment focus for next 12 months (N = 100)
Where do you plan to increase your investments in the next 12 months?

60%
46% 46%
42% 41%
Data & Analytics Digital supply chain Emerging Omnichannel Digitalization of
technologies experience business processes

(AI/ML, GenAl)

Note(s): (a) Excluded respondents who chose “Do not know/Prefer not to comment” (n=2); (b) Excluded respondents who chose “Others” due to low n-count (n=1)
Source(s): KPMG Consumer Products State of the Industry survey 2024, fielded April 2024

28%
2 26%

22%

19%

New channels Product Data infrastructure ~ Cybersecurity

and related customization and governance  and data privacy
technologies

23



However, many are still struggling to extract desired insights and creating the right level of
tatagovernance

Data & Analytics capability challenges (N = 100)
What are your Data & Analytics capability challenges?

48%

We are drowning in We are struggling We have grown We are spending ~ We cannot attract or Businesses lack We are unsure what  We have significant
data but failing to with right level of significantly through  more than expected retain the right trust in data quality ~ external data to buy  technical debt and
gain insights or value  data governance M&A and needto  on infrastructure anddata/science/engineering and validity and and complement resiliency
accelerate our ability need to reduce cost talent create shadow D&A insights challenges and
to integrate data teams/capabilities need to modernize

Source(s): KPMG Consumer Products State of the Industry survey 2024, fielded April 2024
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After ayear of experimenting, and learning, more deliberate investments are geared
towards Al and GenAl with more line of sight to value creation

Investments in advanced technologies (N = 100)
To what extent do you plan to increase your investments across advanced technologies?

(0] o i
19% 19%
: 26% 23% |

Cloud Computing 3D Printing Robotics and Virtual Reality Augmented Reality GenAl Al/ML Advanced Analyticsi
Automation

I No incremental investments B Incremental investments (10%-20% more) [ | Significant incremental investments (20%+)

Note(s): (a) Excluded respondents who chose “Do not know/ Prefer not to comment” (n=2); (b) Excluded respondents who chose “Others” due to low n-count (n=2)
Source(s): KPMG Consumer Products State of the Industry survey 2024, fielded April 2024
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More thanhalf of CPGs have developed and are applying specific GenAl use cases...

Value addition from Data & Analytics (N = 100) Evolution of company’s GenAl capabilities (N = 100)
To what extent have you seen Data & Analytics add value in your company? To what extent have you evolved your GenAl capability building?(@

Little/limited value

Experimenting

Some value (in select
functions/divisions/business units etc.)

Developing use cases

Applying use cases

Generating value
from select use cases

Significant value (across functions/
divisions/business units etc.)
We are not
focusing on GenAl

Note(s): (a) Excluded respondents who chose “Do not know/ Prefer not to comment” (n=2)
Source(s): KPMG Consumer Products State of the Industry survey 2024, fielded April 2024



.. Withgreatest value and highest potential observedin the area of customer support and

marketing content creation

Use cases for GenAl in Company (N = 100)
Which use cases do you see the highest potential for GenAl?

32%
20
41%
18% 30%

14% 20%

7%

15

27%
60%

20% 20%
LV 79, 20%

NN
w| o -
== =

Customer support Marketing Market
content assistant research assistant

Product design  Data interface Programming/
code assistant
for developers

shopping
assistant

Il Rank 1 ¥ Rank 2 M Rank3 M Rank4 M Rank 5

Note(s): (b) Excluded respondents who chose “Others” due to low n-count (n=2)
Source(s): KPMG Consumer Products State of the Industry survey 2024, fielded April 2024

Financial Virtual product RGM assistant
integrity environment
assistant
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How KPMG can help| With forensic granularity, we help you better control and calibrate
commercial strategies, improve cost bases and unlock value where over/underserving with

customers are happening

Purpose

Value creation

Amplify ROI of RGM efforts

Know your demand generating investments

OJO

Totaltrade
investment

Reconfirm brand and pack
purpose by retailers

Apply long-term pricing ladders
Evaluate concerted pricing and
promotions

Integrate promotion, pricing
and mix decisions

Isolate unprofitable products

Know your profitable products and channels

G
Contribution
margin

Calibrate portfolio mix

Correct under/over pricing

Adjust resource allocation to the most
profitable and fastest-growing segments
Improve cost of goods sold variance
Align sales and marketing effort

Calibrate service costs

Know what it costs to serve your customers

{st

Total
delivered cost

Restructure distribution channels

Shift customers to different product mix

Gain volume with low cost to serve
customers

Avoid over-servicing customers

Negotiate alternate delivery times and
frequencies 28



How KPMG can help | A full costed profitability analysis to determine the total delivered cost
for customers helps uncover opportunities for further evaluation at customer, channel and

SKUlevel

Total Delivered Cost

Attributed at SKU level Allocated based on drivers

Total trade investment

On-Invoice Discounts
“Front Margin”

Variable cost Fixed cost

Retrospective Discounts
“Back Margin”

Freight &  production
t

2y
9%

n
S

y/
/ ******* 7
i
7
Event
Retailer
Margin Ter;gs;ary
Reductio
(TPR) &
EDLP
Retailer sales Sales at account Sales at
at MRSP gross price invoice

price

Contribution

Fully

allocated

account
margin

29



06

Appendix|
Demographic
profiles



Over one third of survey respondents represent the food/packaged goods industry

Respondents’ consumer products sub-sector (N = 100)
Which of the following most accurately reflects your Consumer Products sub-sector?

35%

15% 15%
10%
o]
8% 7%
3% 3% 3%
H = .
I

Food/Packaged Beauty & Home & Alcoholic Apparel Non-Alcoholic Other Durables Consumer Tobacco/Nicotine
Goods (including Personal Care Household Beverages (Clothing, Shoes, Beverages (Specify) Health Products
Confectionary, Products Accessories)

Baked Goods,

Snacks)

Note(s): (a) Excluded respondents who chose “Others” due to low n-count (n=3)
Source(s): KPMG Consumer Products State of the Industry survey 2024, fielded April 2024



~o0percent of survey respondents are VPs; Sales followed by marketing are the top two
functional expertise amongst respondents

Respondents’ current job level (N = 100) Respondents’ core functional expertise (N = 100)
What is your current job level?(@) What is your core functional expertise ?(®)

Sales 26%

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

1 VP 51% ‘ |
| Marketing/Trade Marketing 24%

SVP / EVP Supply Chain (Planning, Logistics/Warehousing, Distribution)

Procurement

C-suite Finance

IT/Core & Digital Technology
President )
Consumer and Shopper Insights
HR
Associate | 0%
Digital Commerce/e-Commerce
Manager |0% Revenue Growth Management
Manufacturing Operations (Production)

Senior Manager | 0% Customer Experience

Data & Analytics
Director [0%

Note(s): (a) Excluded respondents who chose “Others” due to low n-count (n=0); (b) Excluded respondents who chose “Others” due to low n-count (n=1)
Source(s): KPMG Consumer Products State of the Industry survey 2024, fielded April 2024
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~J6 percent of survey respondents’ GPG employers have >$10B revenue:
~90percent of the respondents belong to US

Revenue of current CPG employer (N = 100) Respondents’ geographic responsibility area (N = 100)

What is/ was the approximate company revenue of your current Consumer Packaged Please select the market(s) which align with your geographic responsibility.

Goods (CPG) employer?®@

35%

26%

United States

3%

0% 0%

<§500M  $500M-$1B  $1.1-$5B  $5.1-$10B | >$10B | Do not know
~-------------" [ Prefer not
to comment

Note(s): (a) Excluded respondents who chose “Do not know/ Prefer not to comment” (n=3)
Source(s): KPMG Consumer Products State of the Industry survey 2024, fielded April 2024
%s have been adjusted to sum to 100%

33



Contactus:

Duleep Rodrigo
U.S. Sector Leader,
Consumer & Retail
drodrigo@kpmg.com

Frank Petraglia

U.S. Deal Advisory & Strategy Leader,
Consumer & Retail

fpetraglia@kpmg.com

p '
Sam Ganga

U.S. Consulting Leader,
Consumer & Retail
sganga@kpmg.com
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