Consumer Products Report 2024
Resetting the Growth Agenda

With no room left for price increases, CPGs must fundamentally reshape their businesses
to reignite profitable, volume-driven growth.

By Richard Webster and Charlotte Apps
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At a Glance

D After rising prices led to estimated global sales growth of almost 10% in 2023, CPGs urgently
need to revive volume growth in most markets.

P Our research shows that long-term, profitable growth is linked to a company having a positive
impact on all stakeholders—not just shareholders, but also consumers, customers, employees,
and the planet.

P In addition to prioritizing volume-driven growth, executive teams should seek to accelerate
the acquisition of next-generation capabilities in their 2024 strategic agendas.

The consumer products industry is used to finding a way through periods of uncertain demand.
In the last couple of decades alone, unflappable executive teams have steered consumer packaged
goods companies (CPGs) through two of the most unstable periods of modern times: the 2007-08
global financial crisis and the Covid-19 pandemic.

The uncertainty CPGs face in 2024 feels different, though, chiefly because executive teams have
fewer levers to pull in response to faltering consumer confidence than they had during past
inflection points for the industry.

Price increases implemented in 2023 in response to dramatic cost inflation are just one constraint.
The room for maneuvering is also being limited by tight labor markets, high capacity utilization,
and the ending of the era of ultra-low interest rates. The success of past efficiency drives means
there are fewer cost-saving opportunities, too; overhead costs are meaningfully lower than in 2008.

Such is the setting for Bain & Company’s first annual Consumer Products Report, which we hope
will assist the industry in formulating a new playbook for the months ahead. We surveyed more

than 120 senior consumer products executives around the world on their experience in 2023 and
their strategic priorities this year.

It’s clear that restoring profitable, volume-led growth is now the mission. But questions abound.

Is a return to volume growth in developed markets possible, or will emerging markets become the
critical battleground? How will the growth imperative shape the next frontier of digital capabilities?
What’s the best way to make real progress against sustainability goals and thereby create a new
platform for long-term growth?

In this report, we first examine how 2023 has left the industry at a crossroads, then explore the
connection between profitable growth and positive stakeholder impact. We conclude by looking
ahead to the most pressing issues that will shape CPGs’ strategic agendas in 2024 and beyond.



The consumer products sector
at a crossroads

Confronting a harsh pricing paradox

The consumer products sector has enjoyed another year of tremendous growth, but there are telling
signs that CPGs need to rewrite their growth playbooks. We estimate that retail sales value (RSV) for
the industry globally rose by close to 10% year over year in 2023 (see Figure 7). That surge follows a
similar rise in 2022 and is nearly double the 10-year average growth rate. Yet three-quarters of 2023’s
growth is likely to have come from price increases rather than volume gains, as CPGs passed on
rising input costs to consumers. In the US and Europe, price increases accounted for 95% of RSV
growth. That imbalance isn’t sustainable.

Price increases implemented in 2023 in response to dramatic
cost inflation are just one constraint. The room for maneuvering
is also being limited by tight labor markets, high capacity
utilization, and the ending of the era of ultra-low interest rates.
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Figure 1: Sales growth was primarily driven by price in 2023
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Sources: Euromonitor; Bain analysis

Emerging markets accounted for the vast majority of global volume gains (see Figure 2). India
was a standout example of balanced growth, with RSV advancing by nearly 15% since 2022,
aided by consumers switching from local or unbranded products to bigger, international brands.
Volume and pricing were both under pressure in China, amid low consumer confidence.

Our executive survey underlined just how much rising input costs contributed to the widespread
decoupling of price and volume growth: 82% of respondents said inflation had had a major impact
on their business in the previous year, which made it the biggest issue of all for executive teams
(see Figure 3).
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Figure 2: Emerging markets accounted for most volume growth in 2023
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Figure 3: Raw materials cost inflation topped the list of industry concerns in 2023
Share of survey respondents selecting as one of top three trends affecting 2023 performance
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Source: Bain Consumer Products Annual Report Executive Survey, November 2023 (n=122)
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But as inflation slows, a paradox is emerging. On one hand, prices have risen too much.
Consumers—asked to pay more without getting any extra benefits in return—are switching

to more affordable private-label brands or to more premium insurgent brands that offer greater
consumer value. They are also waiting for promotions or just buying less. Slightly more than half
the executives we polled (54%) said they’d been significantly affected by consumers reining in
spending in 2023.

On the other hand, prices haven’t risen enough. The leading CPGs we analyzed have increased
prices by more than 20% on average since the third quarter of 2021, but that was blunted by similar
growth in the cost of goods sold. For top CPGs, the average EBIT margin remains near a 10-year
low (12.2% in the third quarter of 2023 vs. a high of 13% in 2020). It certainly doesn’t help that
retailers have been looking to share their own margin pain with CPGs. Almost half the consumer
products executives responding to our survey said increased retailer pressure significantly hit
their 2023 performance.

To ease the pressure, half of top CPGs reduced headcount significantly last year or froze hiring,
following ongoing SG&A cost-reduction measures. But there are only so many cost levers that
can be pulled; with no room left on price, a return to volume growth will be critical.

For many CPGs, part of the answer will involve flexing their muscles in emerging markets, which
offer the greatest room for volume growth (but which often demand different capabilities, too).
CPGs will also need to identify critical places in which they can become simpler and cope with

the additional complexity that’s on the horizon. For instance, consumers are becoming more
sophisticated and less uniform. Furthermore, retail continues to fragment, geopolitical uncertainty
will demand fresh supply chain investment, and category disruptions won’t be limited to Ozempic.

82% 54%

of respondents said inflation said theyd been significantly
had a major impact on affected by consumers
business reining in spending
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Against this challenging backdrop, future growth will require a fundamental reshaping of value
propositions, portfolios, and business models. The biggest CPGs will already have a particularly acute
sense that they are at this crossroads. While we expect that the sector overall grew about 10% in 2023,
larger CPGs are only expected to have grown 4%, in a reversal of several years of outperformance.
There’s no time to lose.

A widening digital gap and mounting sustainability pressure

While price/volume tension was the biggest theme of 2023, there were also clear signs of the rising
importance of next-generation capabilities in digital and sustainability, which will be crucial to CPGs’
attempts to differentiate themselves and generate future growth.

Digitalization of business processes—including new capabilities as well as basic processes—has
become more urgent, as performance gaps widen between CPGs that made early, focused investments
and those that did not. Our analysis found that CPGs tend to reward investors more richly if they also
have a high level of digital focus (e.g., an emphasis on digital in the strategic agenda, the presence of

a digital leader on the executive team and board, and a greater willingness to make investment in tech
a priority). Between 2018 and 2022, the total shareholder return of the CPGs that ranked in the top
quartile for digital focus was about 15 percentage points higher than that of the bottom quartile.

Digital leaders will have an advantage in key areas over the coming years. They will be best placed to
capitalize on vast pools of data and maturing generative Al technologies to develop both consumer-
facing use cases that add revenue and internal applications that generate cost efficiencies. The gains
are likely to be significant. For instance, as much as 40% of labor time could be automated in certain
functions through measures such as Al-generation of ad copy variations with minimal prompting.
And while leaders are moving to build differentiated capabilities, most CPGs will still need to focus
significant resources on the migration to the latest ERP software.

It’s harder to quantify the gap between leaders and laggards in sustainability. But the pressure to
make progress will only increase. Half of global consumers now say sustainability is one of their top
four considerations when shopping and that they’d be willing to pay about 10% more for sustainable
products (see the Bain report The Visionary CEO’s Guide to Sustainability). Retailers are looking

for suppliers that can help them reduce their own direct and indirect emissions. Climate-related
disclosure, meanwhile, is moving to a more regulated and mandatory basis in many countries,
exposing companies to more intense scrutiny (see the Bain Brief “Mere Compliance Won’t Be Enough
as New Climate Disclosure Rules Hit”).

Despite this broad momentum, only about a third of CPGs are on track to meet their Scope 1-3
decarbonization commitments. Our survey, meanwhile, showed only muted urgency on
environmental, social, and governance (ESG) issues. While nearly two-thirds of executives who cited
ESG as a priority are focused on executing on existing commitments, only 20% of respondents said
ESG was a priority in 2024, and, more worryingly, only about 10% felt they were lagging CPG peers
in terms of having a positive impact on the planet.
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The importance
of stakeholder impact

Resetting the growth agenda is undeniably the top priority for consumer products this year.
But that short-term imperative still must lead to longer-term sustained growth. A balanced
approach to serving all stakeholders is a powerful way of achieving those twin goals.

Our latest research shows that meeting the needs of four key stakeholder groups—consumers,
customers, employees, and the planet—doesn’t distract top CPGs from the vital task of creating
economic value for investors. On the contrary, such breadth actively supports profitable growth.

That finding comes from an analysis of the top 100 publicly listed CPGs globally (by revenue).

We mapped economic impact over the past five years (based on a company’s ability to generate
profit above the cost of capital) against stakeholder impact (based on metrics such as share of
consumer spending, employee engagement, and environmental impact). It turned out that those
scoring in the top quartile on stakeholder impact are twice as likely as other CPGs to also be in the
top quartile for economic impact.

Overall, CPGs can be divided into four categories based on their ability to succeed on both fronts:
impact leaders, profit chasers, stakeholder stewards, and laggards (see Figure 4). The category

a CPG falls into can help to determine its longer-term strategic agenda. For instance, impact leaders
need to move from outperformance to unique differentiation, rather than standing still as the
regulatory and competitive landscape shifts. Profit chasers and stakeholder stewards must find

a more balanced approach that succeeds across both dimensions. Laggards must fundamentally
reevaluate their strategy and impact-creation plan.
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Figure 4: Leading CPGs create both economic impact and stakeholder impact
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For most CPGs, winning for all stakeholders in a way that drives long-term economic value will
require a full transformation—a complete reshaping of the portfolio and the capabilities and
organization that support it. While this isn’t simple, it can be done. Within the impact leader group,
for instance, there’s a smaller band of outperformers—1 in 10 of our broader sample—that are
producing top-quartile performance for both economic value creation and stakeholder impact.
We’ll showcase similar success stories throughout 2024 in our consumer products CEO Spotlight
interview series, which featured Procter & Gamble’s Jon Moeller in its debut installment.

We mapped economic impact over the past five years (based
on a company’s ability to generate profit above the cost of
capital) against stakeholder impact (based on metrics such
as share of consumer spending, employee engagement, and
environmental impact).
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Looking ahead and
the 2024 agenda

When we asked consumer products executives to rank priority areas for 2024, three stood out:
consumers, operating model, and customers (see Figure 5). Digital and ESG should also be core
parts of the executive agenda for the coming months. As should “smart complexity,” a phrase
we use to describe striking the right balance between agility and scale, so that a company
maximizes the benefits of streamlining without sacrificing resilience or responsiveness.

Figure 5: Strategic priorities for 2024 include consumers, operating model, and customers

Share of survey respondents selecting as one of top three priorities for 2024

89%

Consumers Operating model Customers Digital Smart complexity ESG

. Volume-driven growth focus . Next-generation capability focus

Source: Bain Consumer Products Annual Report Executive Survey, November 2023 (n=122)
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These six priorities fit into two overarching strategic imperatives for 2024:

1. The return to profitable, volume-driven growth

. Winning over the consumer
. Winning with the customer
. Smart complexity

2. The acceleration of next-generation capabilities

. The new digital agenda
. Leading on sustainability
. Tomorrow’s operating model

We asked the partners who lead Bain’s consumer products work in these six areas to define
the long-term objective and 2024 priority actions for each.

Winning over the consumer

Kyle Weza
Global Co-Lead-Bain Brand Accelerator
Bain & Company

In the long term, what should CPGs strive to achieve in this area?

“The future will belong to the CPGs that gather the deepest insights into the needs of their
consumers, then use those insights to decide where to play—not just geographically but also in
terms of channels, categories, and offerings. Leading brands will inject that consumer knowledge
into everything they do, from building memorability to developing innovative propositions to
maximizing availability.

“Tomorrow’s winners will vary how they generate demand across their portfolios, with mass
activation for their biggest brands and more targeted treatment for niche and insurgent brands.
They’ll also increase their local scale advantages at the same time as they streamline their
business. That won’t be easy, but it will generate superior cash flow to invest in further future-
proofing capabilities.”

12
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To get there, what must they focus on in 2024?

“Exploiting untapped sources of near-term volume growth will be crucial in 2024. That means
defining an innovation and growth agenda that prioritizes the fastest-growing and most profitable
consumer groups, channels, and markets. Opportunities abound, particularly in emerging markets,
but will require thoughtful, data-driven choices.

“Building a repeatable and scalable commercial model that optimizes and strengthens alignment
across marketing, assortment, and distribution priorities will be critical. In our experience, such
a move typically increases revenue growth by 3 to 5 percentage points, while improving gross
margin by 200 to 300 basis points. Building a robust insights engine that draws on rich data

sets will be a critical foundation for that commercial model.”

Winning with the customer

Nader Elkhweet
Global Lead-B2B Commercial Excellence in CP
Bain & Company

In the long term, what should CPGs strive to achieve in this area?

“Emerging markets are key to the renewal of volume growth, so CPGs must stay ahead of their rapid
evolution. They can’t get sidelined by eB2B marketplaces that increasingly act as value-added
wholesalers to smaller retailers. Tomorrow’s winners will instead take a proactive role in the
consolidation of this still-fragmented, digital route to market.

“In mature markets, success will hinge on how well CPGs can help retailers capture the consumer’s
attention, through better products, price points, in-store brand activation—better everything,

in fact. Globally, new capabilities will be essential to meet customer needs, especially in data and
digital. For instance, retailers are pushing to better monetize the visibility of brands and attract
CPG marketing investment, blurring sales and marketing for CPGs.”

To get there, what must they focus on in 2024?

“In mature markets, it’s time to measure the impact of trade investments more precisely, then
reallocate spending to the most profitable channels and customers. Given that a significant share
of promotions destroy value for CPGs, that could be a truly radical step. In emerging markets that
are seeing digital platform growth, CPGs need a strategic plan to capitalize. Depending on their
starting point, that could mean building their own platform or joining someone else’s. Both would
require digital commercial excellence capabilities.”

13
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Smart complexity '

Soyoung Kwon
Leader for Simplification in CP
Bain & Company

In the long term, what should CPGs strive to achieve in this area?

“More than three-quarters of the executives we surveyed are set to rationalize their SKUs, brands,
or market portfolio. That makes a lot of sense given the cost of complexity, but executive teams
must also fully understand the benefits complexity can bring. That means knowing where it
supports profitable growth—by boosting innovation, flexibility, and resilience, for instance,

or meeting demand for sustainable products.

“The aim is smart complexity. Executive teams must respond nimbly to fragmented and fluctuating
consumer needs, but they must also maintain scale advantages to limit costs and improve margins.
To achieve both, complexity reduction must be a core business process, not a one-time exercise.

A 360-degree view of sales, marketing, and supply chain implications will be crucial, too.”

To get there, what must they focus on in 2024?

“Near term, CPGs will need to simplify to grow, and increasing productivity will be at the top

of the agenda. The smartest simplifiers will take a ‘consumer back and supply forward’ approach
that pinpoints product attributes that are critical to the consumer, maps them against supply chain
challenges, and then optimizes to balance both needs. They will also take a clean-sheet approach
to the portfolio, using cross-functional teams to identify and cut ‘bad’ complexity, only adding
back pivotal SKUs.”

More than three-quarters of the executives we surveyed are set
to rationalize their SKUs, brands, or market portfolio. That makes
a lot of sense given the cost of complexity, but executive teams
must also fully understand the benefits complexity can bring.
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The new digital agenda

Rajesh Narayan
Global Lead-Enterprise Technology in CP
Bain & Company

In the long term, what should CPGs strive to achieve in this area?

“Over the next 5 to 10 years, increasingly hyperconnected CPGs will generate faster, better results
for a broad range of stakeholders. A proliferation of digital touchpoints will create a more intimate
understanding of consumers and their needs, which will in turn foster superior innovation.

“Predictive Al planning and supply chain traceability will connect companies more seamlessly to
customers, bringing benefits such as fewer out-of-stocks. Executive teams will also use digital tools
to break down internal silos and fuse tech with talent.”

To get there, what must they focus on in 2024?

“For those that have gotten the basics right, 2024 will be an opportunity to radically simplify their
digital agenda and focus on rapidly scaling up two to three of their highest-value digital use cases.
Investing in data strategy is another priority. As well as strengthening consumer insights, such a
move should improve business decisions in everything from trade spend allocations to maximizing
advertising return on investment. Some companies will still need to migrate to S/AHANA software
as a matter of urgency. Getting the right tech talent and improving the digital skills of the broader
organization will be vital for all.”

For those that have gotten the basics right, 2024 will be an
opportunity to radically simplify their digital agenda and focus
on rapidly scaling up two to three of their highest-value digital
use cases. Investing in data strategy is another priority.
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Leading on sustainability

Harry Morrison
Global Lead-ESG in CP
Bain & Company Y

In the long term, what should CPGs strive to achieve in this area?

“From net zero to waste elimination, tomorrow’s leaders will be proactive in achieving an array
of sustainability objectives, rather than waiting for others to find a solution. They’ll also continue
to meet consumer expectations in areas such as price, quality, and function. The difficulty of this
balancing act means CPGs can gain a real competitive advantage by getting sustainability right.
That’ll involve reshaping portfolios and value chains, particularly through innovation in
regenerative agriculture and renewable materials.

“While upfront costs can be big, the CPGs that get this right will take a longer-term view. They’ll
recognize that stimulating consumer adoption of sustainable options today will result in scale
benefits that will make those alternatives cheaper to produce over time and create defensible
brand advantage.”

To get there, what must they focus on in 2024?

“For many CPGs, the gap between sustainability ambition and delivery remained stubbornly large
in 2023—or even increased. At the very least, the gap can be narrowed in 2024, particularly if CPGs
focus on the things that matter most. To make true, measurable progress, sustainability must be

a core responsibility of commercial and functional leadership, if it isn’t already, supported by the
right incentives and key performance indicators.

“The use of data and analytics by ESG teams needs to evolve further from historical disclosure to

a greater emphasis on data-led forecasting and strategic planning. Suppliers should be full partners
in the push to lower the cost of sustainable alternatives, helping to test and scale solutions. CPGs
must also keep the consumer onside, emphasizing the tangible benefits of sustainable production
and how sustainable options provide health, cost-saving, or wider benefits in use.”

16



BAIN & COMPANY (O

Consumer Products Report 2024: Resetting the Growth Agenda

Tomorrow’s operating model

Joost Spits
Global Lead-CP Operating Model
Bain & Company

F"

In the long term, what should CPGs strive to achieve in this area?

“Executives know that CP operating models must evolve: It’s a priority for most of those we
surveyed. How to evolve is another question. The answer involves recognizing and balancing

the benefits of intimacy and scale. Frontline teams have to be incredibly close to consumers and
customers to unearth the deep insights that can power the most effective innovation and execution.
That intimacy must be paired with the ability to scale across the organization, secure efficiencies,
and foster capability sharing. Tomorrow’s winners will also rely on cross-functional teams to
innovate and realize the promise of technology and data.”

To get there, what must they focus on in 2024?

“The operating model challenge this year centers on dynamically deploying resources in

the face of continued turbulence and talent scarcity, with new growth as the goal. That means
hunting for ways to free up not just funds but also talent. New technologies will create efficiencies
that can be reinvested in business transformation; so will moving to a platform-services approach
that consolidates some cross-cutting activities into centers of excellence or entrusts them to an
outside party. CPGs should resource teams and budgets dynamically through the year, while

also empowering frontline teams to test and learn at speed. Crucially, the best talent simply

must be attached to the biggest opportunities.”

A bold start to 2024

Critical to achieving these imperatives will be the ability to increase productivity and make bold
moves. Through the many conversations we’ve had with senior executives across leading CPGs
in our research for the Bain Consumer Products Report 2024, we’ve been struck by the undaunted
optimism they are showing in the face of widespread uncertainty. That bold spirit, which has
served the sector so well during past challenges, can help executive teams galvanize and inspire
their organizations for the work ahead. We look forward to helping the sector reset its growth
agenda this year—before charting its progress next year in our 2025 report.
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Bold ideas. Bold teams. Extraordinary results.

Bain & Company is a global consultancy that helps the world’s most
ambitious change makers define the future.

Across 65 cities in 40 countries, we work alongside our clients as one team with a shared ambition to
achieve extraordinary results, outperform the competition, and redefine industries. We complement
our tailored, integrated expertise with a vibrant ecosystem of digital innovators to deliver better, faster,
and more enduring outcomes. Our 10-year commitment to invest more than $1 billion in pro bono
services brings our talent, expertise, and insight to organizations tackling today’s urgent challenges
in education, racial equity, social justice, economic development, and the environment. Since our
founding in 1973, we have measured our success by the success of our clients, and we proudly maintain
the highest level of client advocacy in the industry.
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