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As current infl ationary pressure has taken its toll on every sector of the economy in one shape or form, produc-
ers and retailers alike are implementing stealthy tactics to off set rising costs. One of these tactics is referred to 
as “shrinkfl ation”, which is the practice of reducing the size of a product while simultaneously keeping prices 
unchanged.  This form of hidden infl ation is most common in retail industries (especially in grocery stores), 
where producers maintain package sizing while reducing the weight, quantity, and at times even the quality of 
the product inside.

Until recently, few outside the manufacturing world were familiar with the concept of shrinkfl ation. In a broad 
sense, economists view shrinkfl ation as an economy that is contracting while infl ation is rising. Consumers, 
however, most identify with its more practical defi nition of getting less for what was previously paid for. 

Because shoppers are more apt to notice incremental price changes over incremental product size changes, 
manufacturers and retailers will sometimes manipulate these factors in order to maintain product demand 
and profi t margins.  And while shrinkfl ation is widely seen as an intellectually dishonest and unethical business 
practice, producers will always rely on its legality due to the fact that they must indicate the weight, quantity, or 
contents on their packaging for all to see.

Causes of Shrinkfl ation
Rising Production Costs

Increasing production costs are the predominant causes of shrinkfl ation. Any price increase of an input variable 
that aff ects a manufacturer’s cost of goods sold, including ingredients, raw materials, energy, packaging, and 
labor have a direct impact on a company’s bottom line.  Ongoing global supply chain disruptions have been a 
key driver of this since Covid shutdowns were implemented in 2020. When this occurs, management is left with 
a choice of absorbing these costs and reducing profi tability or passing them along to consumers in the form of 
higher prices. In the case of shrinkfl ation, higher costs are transferred via smaller portion sizes or lower quality 
rather than higher prices.

Competition
When many companies operate in a particular industry, shrinkfl ation is sometimes used to gain a competitive 
edge. This is prevalent in the food and beverage industry, where many substitutes exist for a given product 
(i.e., colas, cereals, bread, etc.). In a world where high sales volume is required to maximize already low profi t 
margins, even the slightest reductions in product sizing and volume can have a signifi cant impact on the bot-
tom line.

Further, easily accessible substitutes create pressure on companies to keep prices low and customers loyal. 
Even small price increases can lead consumers to change brands or stores, because there is virtually no diffi  cul-
ty or repercussions in doing so.

Consequences of Shrinkfl ation
As mentioned above, a major consequence of shrinkfl ation for companies that practice it is a loss of good will 
with the public and alienating existing customers.  While a legal business practice, public opinion regarding 
shrinkfl ation is universally unfavorable.  Customers may not enjoy paying higher prices for goods or services, 
but being misled about it via shrinkfl ation will only generate distrust and future avoidance of a company by 
those who fall victim.
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Other casualties of shrinkfl ation are companies with less brand and pricing power relative to their peers. If a 
company possesses a strong brand name and ample pricing power, they are more easily able to pass along 
higher costs to consumers without the need to resort to shrinkfl ation tactics. For companies that lack brand 
and pricing power, quietly selling less product (quantity or quality) for the same price as before becomes an 
attractive solution, however they do so at the risk of future exposure and bad publicity among their customers.

Combatting Shrinkfl ation
Knowing that shrinkfl ation is real and will continue to occur indefi nitely, consumers are wise to exercise greater 
awareness and care when purchasing items that are most susceptible to the practice. Below are several sugges-
tions:

 1.  Pay attention to package sizes/weights to see if there are noticeable changes. The internet can be a 
      great resource for tracking historical changes of popular items.
 2.  Take note of major packaging redesigns or rebranding eff orts for a product. These are sometimes a 
      tipoff  that a manufacturer is attempting to distract consumers from adverse changes to the contents 
      within.
 3.  When it’s apparent shrinkfl ation has occurred, purchase substitute products when available.
 4.  Look for sales on frequently purchased items and buy them in bulk when possible.

It remains unclear whether the FTC will eventually take an active role in creating and enforcing regulations de-
signed to reduce or even eliminate shrinkfl ation, and currently there is little evidence they intend to do so.  Un-
til then, understanding what shrinkfl ation is, knowing how to spot it, and using strategies to mitigate its eff ects 
are the best tactics to avoid getting less for your money.
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