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Abstract

A phenomenon known as "shrinkflation" describes situations in which businesses reduce the quantity or quality of their
offerings without concurrently lowering their prices. Consumers may experience cognitive dissonance as a result of this,
leading to dissatisfaction when they buy a product that does not live up to their expectations and is, for example, of a
lesser quality or smaller size. According to the findings of our study on the prevalence of the phrase "shrinkflation"
throughout the world, it appears that consumers are becoming more aware of this phenomena, particularly in the wake
of the conflict between Russia and Ukraine. This heightened knowledge brings to light the significance of openness and
straightforward communication in the consumer market. Building trust with customers and retaining their loyalty over
the long run is likely to be easier for businesses that are forthcoming about any modifications they make to their
offerings and communicate these alterations clearly.
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1. Introduction

The success of a business relies in part on a good Marketing plan. But what is Marketing? Marketing is all around us, in
a huge number of activities involving people and businesses (Kotler & Keller, 2006). Marketing is described as an
administrative and social activity in which individuals and groups of individuals produce and exchange goods and value
to satisfy their needs and desires (Kotler & Armstrong, 2001). One of the individual processes of Marketing is the
definition of price for each product of the company. Pricing is a difficult process, possibly involving unethical practices.
One of these practices is the reduction of the quantity of the product (downsizing), while at the same time its price
remains unchanged (Green, 2008). Some businesses choose to decrease the size of their product packaging in order to
increase their pricing in highly competitive marketplaces without drawing the attention of their customers. Even though
they are required to show the number on the packaging, buyers frequently rely on other criteria to estimate product
quantity and value. These considerations include the look of the box, the entire cost, or previous experiences. Because
of this, shrinking packages has the potential to mislead clients and establish an unequal power dynamic between the
buyer and the vendor. As a result, it is essential to give some thought to the consequences that this practice has in terms
of morality and ethics (Gupta et al., 2007).

This paper will review what is already known about the term shrinkflation and will explore how known the term is
among consumers (instead of the term ‘package downsizing’), as a marketing method among firms.

1.1. The ‘ShrinkFlation’ trend

The term “ShrinkFlation” is not new. It refers to the Marketing practice in which the company chooses to reduce the
quantity offered of a product, while keeping the price at the same levels (Durbin, 2022). As Lorie Konish mentions in
her August 2022 article, Shrinkflation translates to “getting less for the same price”. Companies have been decreasing
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the size of ordinary items to hide growing prices from customers, from toilet paper to candy bars. The pace of price
growth for consumer products is currently at its highest level, in the past 40 years (Meizenzahl & Dean, 2022). Oxera
Agenda attempted to discuss the matter in their article, back in 2017, using that very same term of ‘Shrinkflation’.
Businesses employ shrinkflation as a method of passing cost increases along to clients, in a way that is less evident or
more agreeable to them than a rise in price. The article examined the causes of shrinkflation, how it helps firms and
when it hurts them. It also considered the effects on official statistics and legal claims for damages. Oxera Agenda state
that consumers are actually less sensitive to a possible quantity decrease of a product than an increase in its price, thus
making this method a good practice of generating more profit, with less cost. This, however, does not mean that this is
a safe method for firms to use, as there have been cases where consumers have noticed the smaller product, and that
may result in losing those customers altogether. They go on to mention that there could be possible lawsuits from
adopting shrinkflating methods, thus further damaging a firm and its reputation in the market. They conclude that
although not all consumers may be aware of shrinkflation, it must be documented in official records and that statistics
on inflation are meant to track changes in the cost of a representative basket of commodities, over time
(Theodorakopoulos et al., 2024).

Bryan Wood, in his article in June 2022, attempts to shed light to the phenomenon of shrinkflation globally, its main
cause, how consumers and organizations perceive this and how their views may differ. He states that in many countries,
like Japan, total costs keep raising (like that of raw materials), thus forcing the firm to adopt downsizing methods, or in
other words, shrinkflating methods, especially to areas where consumers are price sensitive. Customers want to be
appreciated since, by purchasing a product, they are basically making an investment in the firm. Nevertheless,
consumers are now keeping note of shrinkflation incidents. However, this method has shown to be quite successful in
preserving consumer loyalty while also allowing firms to boost their earnings. He goes on to explain that organizations
are trying to cut costs and, since costs are rising everywhere, the best method to deal with this is to reduce packaging
sizes, or downsizing, if they do not want to raise their products’ prices. Wood also explored what caused the
shrinkflation phenomenon (Thanasas & Theodorakopoulos, 2023). One of the causes he mentioned in his article has to
do with government involvement, for example, where they place restrictions on imported goods, in order to protect the
domestic industry, or how some of them control the availability of food alternatives. Additionally, Wood also stated that
the total management of supply chain has been disrupted, due to the Russia-Ukraine war, and has made it quite difficult
to obtain and move raw materials to different parts of the world. He also notes that labor shortages play their part in
the rise of the shrinkflation phenomenon. For example, the COVID-19 pandemic drove about 3 million people into early
retirement, in the USA alone. Wood concluded that shrinkflation truly is an ethical dilemma and organizations have both
compelling reasons to use or refrain from using this method. If firms are not adequately informing their customers about
it, it may turn out to be an intrinsically dishonest policy, that is going to have unwanted repercussions for the firms.
However, if shrinkflation is carried out properly, it could even be beneficial to a company.

2. Big Data and Shrinkflation: How Data Analytics Shapes Product and Pricing Strategies

Big data is playing a crucial role in how companies navigate the complexities of shrinkflation. Shrinkflation involves
reducing product sizes while maintaining the same price, allowing companies to manage rising costs without directly
increasing prices, which can be more noticeable and off-putting to consumers. With the rise of big data, companies can
make more informed decisions about shrinkflation, tailoring their strategies to optimize profits while minimizing
consumer backlash. Here’s how big data influences shrinkflation strategies:

2.1. Consumer Behavior Analysis

Big data enables companies to analyze consumer purchasing behavior at an unprecedented scale and detail. By
examining past purchasing patterns, preferences, and responses to price changes, brands can predict how consumers
might react to product size reductions. This helps companies determine the best approach to shrinkflation, such as
which products to downsize, by how much, and in which markets. Insights from big data can also reveal the price
sensitivity of different consumer segments, guiding decisions on how to implement shrinkflation without significantly
impacting sales volumes (Theodorakopoulos et al., 2024).

2.2. Personalized Marketing and Targeting

With data analytics, companies can segment their customer base more precisely, tailoring their shrinkflation strategies
to different demographic and regional markets. For example, a brand might choose to implement more significant size
reductions in markets where consumers are less price-sensitive or more loyal to the brand. Conversely, in regions where
customers are highly sensitive to value changes, companies might opt for smaller size reductions or introduce
promotional offers to offset perceived losses. This targeted approach helps brands maintain customer satisfaction and
loyalty (Graesch et al,, 2021).
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2.3. Predictive Analytics for Cost Management

Big data’s predictive analytics capabilities allow companies to anticipate future market conditions, such as raw material
price fluctuations and supply chain disruptions, which can impact production costs. By forecasting these factors,
companies can plan shrinkflation measures proactively, rather than reacting to market pressures as they occur. This
enables brands to implement size reductions gradually and strategically, reducing the likelihood of sudden and
noticeable changes that could alienate consumers (Vasilopoulos et al., 2023).

2.4. Real-Time Feedback and Consumer Sentiment Analysis

Social media, online reviews, and customer feedback platforms provide real-time data that companies can analyze to
gauge consumer sentiment toward shrinkflation. By tracking keywords, comments, and engagement metrics, brands
can quickly identify negative reactions and adjust their marketing communications accordingly. This real-time feedback
loop helps companies fine-tune their shrinkflation strategies, emphasizing product quality, sustainability, or other value
propositions that resonate with consumers (Thanasas et al., 2022).

2.5. Dynamic Pricing and Promotion Strategies

Big data allows companies to implement dynamic pricing models that adjust prices based on demand, competition, and
other market conditions. While shrinkflation primarily focuses on size reduction, dynamic pricing can complement this
approach by fine-tuning price points to maintain competitive positioning. Additionally, data-driven promotional
strategies, such as bundling smaller-sized products with discounts or adding value through loyalty rewards, can help
mitigate the perceived impact of shrinkflation on consumers (Theodorakopoulos et al., 2024).

2.6. Supply Chain Optimization

Shrinkflation often involves changes in packaging, ingredients, or product formats, which can complicate supply chain
logistics. Big data analytics can optimize supply chain operations by forecasting demand shifts resulting from
shrinkflation, ensuring that production, inventory, and distribution are aligned with consumer expectations. This
reduces waste and ensures that the reduced-size products reach the market efficiently, minimizing disruptions and
maintaining consistent product availability (Voyiatzis et al., 2013).

2.7. Enhanced Product Development and Testing

Companies use big data to test consumer responses to potential shrinkflation measures before full-scale
implementation. Through A/B testing and market simulations, brands can experiment with different product sizes,
packaging designs, and price points to determine the most effective strategy. This data-driven approach allows
companies to refine their shrinkflation tactics, choosing the options that have the least negative impact on customer
satisfaction and brand perception (Bennett, 2022).

Big data provides companies with the insights needed to navigate the challenges of shrinkflation strategically. By
leveraging consumer behavior analysis, predictive analytics, real-time feedback, and supply chain optimization, brands
can implement shrinkflation measures that balance cost management with customer satisfaction. As shrinkflation
becomes more common in the face of ongoing economic pressures, big data will continue to be a vital tool for companies
looking to maintain profitability without compromising their relationships with consumers (Karras et al., 2022).

2.8. Marketing Trends Associated with Shrinkflation

Shrinkflation, the practice of reducing product sizes while maintaining prices, has led to various marketing trends aimed
at mitigating consumer backlash and maintaining brand loyalty (Golovacheva, 2016). One prominent strategy is the
emphasis on transparency. Some brands choose to openly discuss the reasons behind size reductions, often citing
inflationary pressures and rising production costs. By being upfront about these changes, companies can build trust
with consumers, positioning themselves as honest and forthright rather than deceptive. This approach differentiates
them in a market where shrinkflation is often viewed negatively (Vasilopoulos et al., 2023).

Enhanced digital engagement is another key trend. Companies are increasingly using social media platforms to manage
consumer reactions, directly addressing customer concerns about reduced product sizes. Through these channels,
brands can explain cost constraints, highlight that product quality remains unchanged, and engage in real-time dialogue
with their audience. This not only helps in diffusing potential dissatisfaction but also reinforces a sense of community
and connection between the brand and its customers (Theodorakopoulos, 2023).
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Sustainability narratives are also being leveraged to reframe shrinkflation in a positive light. Brands are positioning size
reductions as part of broader environmental initiatives, such as reducing packaging waste or lowering carbon footprints
(Antonopoulou et al, 2022). By aligning these changes with sustainability goals, companies can appeal to
environmentally conscious consumers, presenting shrinkflation as a responsible and necessary adaptation rather than
a cost-cutting measure. To counteract the potential negative impact of shrinkflation, brands are investing in loyalty
programs and subscription models (Halkiopoulos et al., 2024). These strategies provide perceived value through
discounts, rewards, and exclusive offers, creating a sense of savings for consumers despite smaller product sizes.
Subscription models, in particular, offer convenience and can help maintain a steady customer base, reducing the
likelihood of consumers switching to competitors due to perceived price increases (Keller & Kotler, 2006).

Finally, regional and demographic targeting is becoming increasingly sophisticated as companies use data analytics to
tailor their shrinkflation strategies (Giannoulis et al., 2022). By adjusting product sizes and marketing approaches based
on regional inflation rates, economic conditions, and consumer purchasing power, brands can optimize their profit
margins without alienating key customer segments. This targeted approach ensures that shrinkflation measures are
implemented in a way that minimizes impact on the most price-sensitive consumers, thereby maintaining overall
market stability (Yao et al., 2022).

These marketing trends illustrate how brands are adapting to the challenges posed by shrinkflation, using a mix of
transparency, engagement, sustainability, loyalty incentives, and data-driven strategies to maintain consumer trust and
market share.

According to statistics from a research by CivicScience, that has been made among grocery shoppers in the USA, we have
made the following Figure:

CONSUMERS ON NOTICING PACKRGING GETTING
SMALLER (WITHOUT DECREASED PRICE) ON ITEMS
THEY USUALLY BUY AT THE GROCERY STORE

Consumers noticed this on

several items

Consumers noticed this once or
twice

Consumers haven't noticed this

,\ ' \

b .v‘-\\_" -

Figure 1 Research results of CivicScience

Figure 1 presents the responses of 3,428 grocery store consumers, from a research conducted between 6/8/2022 until
6/9/2022 from CivicScience. It demonstrates the percentage of consumers that could notice a difference in packaging,
without this being followed by a price decrease in grocery store products.

2.9. Consumers experiencing cognitive dissonance

The mental discomfort a person feels when they have two or more competing views, values, or ideas—or when their
behaviors do not match their beliefs—is referred to as cognitive dissonance in psychology. As a result, there is an
internal conflict that may cause tension, worry, and discomfort. The individual may alter their ideas or conduct to be
consistent with one another in order to lessen this discomfort, or they may come up with an explanation to support the
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opposing beliefs or activities (Harmon-Jones et al., 2019). For instance, if a person smokes despite believing it to be
detrimental, they may suffer cognitive dissonance and attempt to lessen it by convincing themselves it's not really that
bad or that they'll stop soon. Numerous elements, including individual values, beliefs, experiences, and outside societal
pressure, can have an impact on cognitive dissonance. According to a research on consumers experiencing cognitive
dissonance, caused by package downsizing, from Wilkin et al (2016), after completing a purchase, if a customer
experiences cognitive dissonance, they are less likely to buy the goods again and more likely to engage in undesirable
behaviors. These unfavorable behaviors have the ability to damage the company's reputation as well as its brand, which
might result in a loss of future sales as well as negative word-of-mouth (Antonopoulou, 2023). As a result, while
misleading packaging and inadequate filling may temporarily increase sales, they run the danger of ultimately hurting
a brand's reputation and undermining the loyalty of its customers. Companies have a responsibility to strike a balance
between the size of the packaging and the contents, and they should do market research and testing in order to establish
the most effective strategy for each individual product (Antonopoulou et al., 1987).

3. Methodology

In this article, Google's tool, Google Trends, is used to investigate the popularity of the term "shrinkflation" and its search
frequency, which have been processed in the past 5 years worldwide. The findings resulting from the research are
presented through a line graph in order to better reflect the differences noted between searches performed from 2018
- present.

4, Results

In the results below, we can see that there is a worldwide "explosion” of interest in this term (compared to previous
periods) right after the outbreak of the war between Russia and Ukraine (13-19 March, 2022).

RPTINON T D70 VT WRDTOUP | (LT

Figure 2 Worldwide searches for the term “shrinkflation”

Figure 2 shows the global search interest in Google search engine regarding the term “Shrinkflation”, in the past 5 years.
It is discernible that there is little interest in searching the term for the most part of the last 5 years.

Mar 13 - 19, 2022

—
/

shrinkflation 37

Figure 3 Date “shrinkflation” term started becoming more popular
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Figure 3 shows that there is a significant increase in searching this particular term in the last 3 quarters of the year
2022.

5. Conclusion

In recent years, there has been a rise in the incidence of a phenomena known as shrinkflation, particularly in the wake
of the conflict between Russia and Ukraine (about 3 weeks after its start), which also triggered a series of economic
events. This technique of package downsizing, which is practiced by many companies, was followed by the massive
disappointment of their customers, who in turn showed signs of cognitive dissonance after their purchases. Cognitive
dissonance can occur as a result of consumers being disappointed with a product they have purchased because it is
either of a poorer quality or of a smaller size than they had initially anticipated. As a consequence of this, it is essential
for every business to be forthright about any alterations they may make to their products and to provide consumers
with an accurate explanation of these modifications. According to the findings of our study, consumers have grown more
aware of the problem of "shrinkflation" due to its growing popularity around the globe. The use of social media and
other online communities that enable users to share knowledge and experiences with others may have contributed to
this surge in awareness. To pinpoint the specific causes of this term's rising popularity, more investigation is necessary.
As a whole, shrinkflation emphasizes the significance of transparency and straightforward communication in the
consumer market. Companies that are forthcoming about any modifications they make to their products are likely to
enjoy greater long-term success in establishing customer trust and retaining customer loyalty.
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