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Dear Mr. Keane:

I write to you with growing concern about working families in Pennsylvania and across our
Nation being pinched by big corporations raising prices despite reporting a string of record
profits. In recent weeks, I have released reports detailing the consequences of greedflation,
whereby big corporations have used economic turmoil as cover to raise prices beyond the rate of
inflation. While consumers bear higher prices, Federal Reserve data show that corporate profits
rose five times as fast as the rate of inflation from July 2020 to July 2022" and accounted for 41
percent of inflation during America’s post-pandemic recovery.” It is hard to square how
corporate executives can trumpet record profits at the same time Pennsylvania families have
kitchen table conversations about stretching every dollar. The American Beverage Association
(ABA) represents hundreds of non-alcoholic beverage producers, distributors, and franchise
companies. I therefore seek your assistance in gathering information about steps the association’s
members can take to reduce economic pressure on working families across our Nation.

My recent reports examining greedflation cited numerous examples of corporate executives
touting their ability to hike prices in recent years, including multiple members of ABA. For
example, the Coca-Cola Company (Coca-Cola) increased the price of its products by 11 percent
over the course of 2022.° The company’s chief executive said at the time that Coca-Cola had
“earned the right” to hike prices for consumers.* Coca-Cola’s rival, and another association
member, PepsiCo Inc. (PepsiCo), also significantly increased prices. In April, PepsiCo stated
that it had increased prices 16 percent during the first quarter of 2023.> On an earnings call,
executives went a step further: PepsiCo’s chief executive told investors that even though
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inflation was declining, their prices would not,® a message reinforced by the company’s chief
financial officer, who said in a television interview that “consumers generally look at our
products and say ‘you know what — they are worth paying a little bit more for.””

In addition to these public pronouncements of price hikes, corporations are also downsizing
products without adjusting prices or clearly notifying consumers. Known as shrinkflation, these
hidden price increases hurt working families in Pennsylvania and across our Nation by raising
the unit cost of everyday items like food and household products. Despite corporate efforts to
pass on higher prices without detection, a November poll found that 50 percent of U.S.
respondents reported noticing food product sizes getting smaller, while prices remained the
same.® Reports from multiple states have even shown that families participating in food
assistance programs lost access to certain brands of milk,” orange juice,'® oatmeal, and grits,"
after companies downsized them. Shrinkflation has become so commonplace that Merriam-
Webster added the word to its dictionary in 2022."

Experts have found that corporations use a variety of methods to carry out shrinkflation, many of
which are hard for everyday consumers to identify."* For example, corporations may reduce the
size of containers by a few ounces,'* add air to a package, or even increase the divot at the
bottom of a jar," all while maintaining the same prices — or even raising them. Unfortunately,
product sizes do not typically return to normal with time.'® If shrunken products are later
“upsized,” corporations often advertise them as “bonus buy” or “more for the money,” and
sometimes sell them at a higher price."” Companies have used shrinkflation for a variety of
products, including baby formula,'® toilet paper,'® snack food,” paper towels,” beverages,”
cleaning products,” and even pet food.** In addition to hiking prices, PepsiCo engaged in
shrinkflation: the company opted to change the size of one of its most popular products,
Gatorade. PepsiCo unveiled a new “aerodynamic” 28-ounce bottle in lieu of its standard 32-
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ounce size.” Despite the change in size, PepsiCo did not change the price—increasing costs for
consumers by 14 percent.” Rather than paying less and getting more, the veiled corporate tactics
of shrinkflation lead consumers to unwittingly pay more and get less, increasing day-to-day costs
and reducing the buying power of working families.

Given the ABA’s convening power among the most influential leaders of the beverage industry,
I request that you provide answers to the following questions no later than January 24, 2024:

1. My November report found that association members increased prices by more than 10
percent in the last year.”” Among all association members, please identify which
companies increased the price of individual products by 10 percent or more compared to
the previous year at any time since January 1, 2021. Additionally, please provide a
detailed description of how association members make product pricing decisions,
including factors such as material costs, market demand, target profit margins, and target
customers.

2. Bureau of Labor Statistics (BLS) data show that certain item categories have experienced
more downsizing, or shrinkflation, than other product categories. For instance, coffee is
22 percent more expensive today than it was in January 2019; seven percent of that
increase is tied to shrinkflation. *® Similarly, sugar and artificial sweetener prices
increased 45 percent over the same period, three percent of which is tied to
shrinkflation.” How do association members evaluate costs to consumers when they
choose to effectively increase the unit prices by downsizing products?

3. Public and private actors have adopted commonsense steps to help inform consumers and
protect them from shrinkflation.*® For example, grocery stores typically list unit prices for
products®' and the French government is implementing a label requirement for products
that have been reduced in weight.” How have association members sought to notify and

inform consumers about changes in the size of their products?

4. Tam concerned about shrinkflation’s effect on the efficacy of federal programs,
particularly those serving low-income and middle-class Americans. Recent reports from
multiple states show how shrinkflation creates barriers for families and older adults
purchasing groceries through the Special Supplemental Nutrition Program for Women,
Infants, and Children (WIC). How has the association and its members evaluated the
effect of downsizing products on recipients of state-administered food programs such as
WIC and the Supplemental Nutrition Assistance Program (SNAP)? What steps has the

25

https://qz.com/2129426/inflation-and-supply-chain-snags-are-shrinking-your-products
https://qz.com/2129426/inflation-and-supply-chain-snags-are-shrinking-your-products

" Greedflation report; see also https://www.nytimes.com/2023/05/30/business/economy/inflation-companies-
profits-higher-prices.html# and https://www.reuters.com/business/retail-consumer/coca-cola-sees-annual-profit-

above-estimates-resilient-demand-price-hikes-2023-02-14/

2 BLS Data Prepared at the Request of Senator Casey's office

» BLS Data Prepared at the Request of Senator Casey's office

30 https://www.bloomberg.com/opinion/articles/202 1-06-24/shrinkflation-is-the-grocery-store-s-inflation-secret

31 https /[[www.cnbc. com/2023/04/27/how to-avoid- shrlnkﬂatlon html

26



https://www.gamberorossointernational.com/news/what-is-shrinkflation-and-how-france-is-fighting-to-reduce-it/
https://www.cnbc.com/2023/04/27/how-to-avoid-shrinkflation.html
https://www.bloomberg.com/opinion/articles/2021-06-24/shrinkflation-is-the-grocery-store-s-inflation-secret
https://www.reuters.com/business/retail-consumer/coca-cola-sees-annual-profit-above-estimates-resilient-demand-price-hikes-2023-02-14/
https://www.reuters.com/business/retail-consumer/coca-cola-sees-annual-profit-above-estimates-resilient-demand-price-hikes-2023-02-14/
https://www.nytimes.com/2023/05/30/business/economy/inflation-companies-profits-higher-prices.html
https://www.nytimes.com/2023/05/30/business/economy/inflation-companies-profits-higher-prices.html
https://qz.com/2129426/inflation-and-supply-chain-snags-are-shrinking-your-products
https://qz.com/2129426/inflation-and-supply-chain-snags-are-shrinking-your-products

association and its members taken to work with states to ensure that everyday necessities
remain accessible to beneficiaries?

Thank you for your attention to this important issue. If you or your staff have any questions,
please contact Corey Husak on my staff at 202-224-6324.

Sincerely,

/%{fw

Robert P. Casey, Jr. 4
United States Senator




