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[bookmark: _Toc14757]1.1 Executive summary
This report analyzes the strategic position of Procter and Gamble in the FMCG industry by considering sustainable packaging as a competitive threat and an opportunity to gain advantage. In this regard, sustainable development is no longer a marginal issue of corporate social responsibility, but has become a strategic issue that is influenced by stricter regulation, increasing material and compliance cost, retailer demands and more demanding circularity. The external pressure can be seen through the PESTEL and Porter Five Force analysis. The market response is however less consistent. Boz et al. (2020) demonstrate that the consumer responses to sustainable packaging are largely reliant on the communication and perception of environmental claims. Herrmann et al. (2022) contrastingly discover that willingness to pay alternative packaging is still uneven and in most cases conditional. Positioning green alone will thus not create long-term benefit. Although P&G is large,it needs to be strategically improved and its packaging needs to be redesigned and decarbonised. In addition, Internal analysis shows that the company has more potential than most competitors because of its innovation, brand influence and customer base. Therefore, sustainable packaging will generate strategic value when P&G matches environmental credibility with cost discipline and commercially feasible implementation.
[bookmark: _Toc22770]2.1 Introduction
This report takes P&G as the object of strategic analysis, because it has global scale and brand influence in the product line, and product packaging directly affects consumers' purchasing choices and product performance. The company's net sales reached $84 billion in fiscal year 2024 and continues to build its competitive strategy on advantages in product performance, packaging, brand communication, retail execution and value. This is important because it shows that in P&G, packaging is not a unique design problem, but the key to how enterprises can develop and maintain advantages in the daily consumer market. According to United Nations Environment Programme (2023), system-wide change through redesign, reuse and recycling is needed to reduce plastic pollution instead of material substitution on a stand-alone basis. In the case of FMCG companies, packaging has become a strategic issue related to competitive positioning, trade-offs between cost and sustainability credibility, but not a technical change at an operational level (de Koeijer et al., 2017).
[bookmark: _Toc27340]3.1 External Analysis
[bookmark: _Toc12077]3.1.1 PESTEL Analysis
[bookmark: _Toc22701]3.1.1.1 Political-Legal and Environmental Pressures
In terms of PESTEL, the issues related to packaging have become more difficult to address as secondary or even reputational by P&G. The political and legal environment is becoming increasingly restrictive in ways that directly influence the design, sourcing and marketing of packaging. Regulation 2025/40 indicates a change in the EU where broad sustainability expectations are replaced by more formal requirements regarding recyclability, material efficiency and circular-economy alignment. To a multinational FMCG company, this is significant since packaging compliance is gaining importance not only on public image but also on further access to key markets. That is, packaging is gradually becoming one of the circumstances according to which firms can compete, instead of an optional field of enhancement (European Union, 2025).
The same conclusion is supported by the environmental aspect of PESTEL. According to OECD statistics, plastic production and waste have increased significantly throughout the years, but the recycling rate is low. What makes this particularly pertinent to P&G is that packaging remains at the heart of the plastics issue due to its short life cycle and volume. This transforms the strategic implication of sustainable packaging. It cannot be regarded as a branding add-on or a partial CSR reaction anymore. Rather, it has been linked with the way in which companies deal with resource pressure, regulatory escalation and increasing demands of system-level change in the broader packaging economy (OECD, 2022).
[bookmark: _Toc2799]3.1.1.2 Economic and Social Constrains
The economic constraint and consumer response are the factors that shape the challenge of P&G. Its 2024 performance indicates that its recent expansion was more based on pricing than better fundamental demand and exposure to inflation and volatile input costs constrains how much further packaging cost can be absorbed or passed through. This implies that more sustainable materials should be sought in the face of commercial pressure as opposed to a stable cost environment (Procter and Gamble, 2024). simultaneously, change in packaging is not evaluated solely by environmental standards. When the consumers have doubts regarding quality, convenience or reliability of products, acceptance might become weaker. Sustainable packaging is thus more probable to facilitate advantage when its benefits are evident and do not seem to affect performance negatively (Norton et al., 2022).
[bookmark: _Toc28631]3.1.2 Porters Five Forces Analysis
According to Porters Five Forces, the competition in FMCG is not as much determined by low entry barriers as it is by rivalry among existing companies and pressure of buyers. The appearance design of the product is also very important and the beautiful packaging is one of the reasons why consumers choose the product. However, retailers often demand low prices and high performance. In this regard, sustainable packaging cannot be just a symbolic add-on. If it increases costs without increasing product value, it may weaken competitiveness rather than enhance it (Procter and Gamble, 2024). Besides, there is also pressure on supply. With the growing influence of circular economy standards in the industry, obtaining materials and redesigning packaging has become a strategic rather than operational issue (Allen MacArthur Foundation, 2024).
[bookmark: _Toc30283]4.1 Internal Analysis
[bookmark: _Toc2781]4.1.1 RBV and VRIO Analysis
RBV points that the question is not whether P&G has resources, but whether these resources can be integrated into benefits that are difficult to be imitated by competitors. VRIO logic comes in handy in this case since it does not focus on size only but how value is generated based on coordination, rarity and implementation (Barney and Hesterly, 2008). in this regard, the strength of P&G lies less in packaging expertise itself than in integrating packaging change with consumer value, category needs and commercial execution. Jain and Hudnurkar (2022) points that sustainable packaging is strategic in FMCG when it contributes to performance, usability and market competitiveness, making innovation a repeatable source of advantage instead of an isolated technical enhancement.
[bookmark: _Toc16137]4.1.2 Value Chain Analysis
According to the Value Chain analysis, packaging capability is hard to develop as it relies on coordination between sourcing, operations, logistics and marketing, instead of one functional area. Practically, the problem is not only to design a more sustainable pack, but to make it feasible in terms of cost, machinery, materials and commercial aspects. Studies indicate that such decisions are usually delayed by ambiguous trade-offs, additional costs and poorly organized procedures, particularly in cases where new equipment or supplier modifications are needed (Afif et al., 2022; Weinrich et al., 2024). In the case of P&G, this benefit is not about having an ideal system, but rather about better coping with these tensions than the smaller competitors.
[bookmark: _Toc20426]4.1.3 SWOT Analysis
Value Chain analysis can be applied in this case since packaging is not a single function but it spans across design, procurement, operations, logistics, marketing and after-use recovery. The framework by Porter is applicable as the competitive advantage is based on interrelated activities and not any individual activity that is viewed independently. In the case of P&G, this implies that decisions regarding packaging cannot be regarded as a technical change that will be done at the end of production. A material change may influence the efficiency of manufacturing, transportation costs, product protection and how consumers perceive value at the shelf. The strategic problem, thus, is not just innovation, but also chain coordination (Porter, 1985).
In the case of a company as large as P&G, packaging interdependence can be a relative advantage since sustainable packaging is better integrated into broader business operations than it is perceived as an independent CSR initiative. Its strategic value is in connecting packaging choices with product delivery, brand positioning and supply-chain alignment. Meanwhile, such breadth can slow change down, as any improvements to packaging need to meet several commercial and operational requirements across categories, actors and markets before they are rolled out consistently at scale (Mattia et al., 2021).
[bookmark: _Toc19690]5.1 Strategy Formulation and Competitive Positioning
[bookmark: _Toc25040]5.1.1 Strategy Clock Analysis
P&G is not a pure cost leader, but it is closer to differentiation than it is to being a full-fledged premium player using the Strategy Clock. The model is important in this case since competitive strength relies on the fact that price should be supported by perceived value; when prices increase without any obvious benefit to customers, companies will slide into weaker positions (Bowman and Faulkner, 1997). Repeat purchase in FMCG continues to be influenced by performance and affordability hence a restricted hybrid logic is more plausible. Sustainable packaging can thus help to promote advantage only when consumers perceive it as an extra feature instead of inconvenience or uncertainty, which is mirrored in studies on consumer reactions to environmentally friendly packaging (Ketelsen et al., 2020)
[bookmark: _Toc28417]5.1.2 Competitive Positioning and Strategic Implications
This positioning also explains why P&G should be a little cautious about sustainability. According to Bowman and Faulkner (1997), competitive positions are determined by the balance between price and perceived value, and firms risk weaker positions when prices increase without an equivalent increase in customer benefit. This is important here because if sustainable packaging is only used as a higher cost rather than as an added value, it cannot create a strategic advantage. A purely differentiated strategy will encourage P&G to make sustainability a stronger point of differentiation, but this logic can only stand up when customers can clearly see and reward additional benefits.
In the second quarter, P&G (2026) said that net sales increased by 1%, and organic sales were unchanged, because the 1% increase in price is offset by the 1% decrease in quantity. This shows that a market is still price-sensitive, not one is willing to pay higher packaging fees automatically. In this regard, it is accurately described as a balance of differentiation and mixed discipline, using packaging to support brand value while maintaining affordability and competitive fit.
[bookmark: _Toc20916]5.1.3 Ansoff Matrix Analysis
According to the Matrix by Ansoff (1957), the most plausible direction of P&G is product development and market penetration is a secondary one. The merit of the framework in this case is that it makes a distinction between growth opportunities that are riskier than others. In a company under sustainability pressure, enhancing existing offers in established markets tends to be more feasible than entering new areas or diversifying too widely. This is well applicable to P&G (2024) as the company already has a presence in the established daily-use categories with high brand awareness, retail reach and size. Instead of growing the business into new markets where complexity would increase without necessarily increasing strategic fit, packaging innovation can thus be employed to enhance existing offers.
[bookmark: _Toc243]6.1 Sustainability and Strategic Recommendations
[bookmark: _Toc19102]6.1.1 Strategic Direction
The analysis indicates that P&G does not require a new strategic direction as much as a more selective way of using its existing strengths. SWOT analysis is a very useful tool in strategy. If an enterprise can turn external pressure into internal ability instead of adopting a solution that is no different from before, it can deal with enterprise problems more effectively (Weihrich, 1982). The recent sustainability progress of P&G points in the same direction. The company has improved recyclable packaging design and increased the use of recycled resin, but it also recognises that some formats, especially small-size and flexible packaging, are still difficult to scale. This suggests that the central issue is no longer whether P&G is committed, but where focused implementation is most likely to produce credible environmental and commercial gains (Procter and Gamble, 2025).
[bookmark: _Toc3867]6.1.2 Recommendation
P&G ought to focus on category-based product development instead of using one packaging model in the entire portfolio. Packaging change is not effective in all categories in FMCG, as results are determined by convenience, cost, fit and coordination with partners in operations. Selective strategy is thus more viable than general standardisation particularly where P&G already has the size and capacity to effect change efficiently (Bocken et al., 2022). This also aligns with the broader sustainability agenda that emphasizes reduction, reuse and functional redesign, but not material substitution only (United Nations Environment Programme, 2023).
[bookmark: _Toc9756]6.1.3 Trend
The packaging is to be considered as a consumer-value problem instead of a materials problem only. Boz et al. (2020) demonstrate that the responses of consumers to sustainable packaging are highly dependent on the way in which environmental characteristics are conveyed and interpreted. P&G must thus experiment with redesigns before expanding them and collaborate with suppliers and retail partners so that new packaging will not be disbelieved, convenient to use and commercially viable.
P&G also needs to formalise a packaging decision framework. Weinrich et al. (2024) demonstrate that sustainable packaging decisions are typically loosely structured, slow and constrained by technical and organisational factors. A more robust cross-functional process would help P&G compare options across categories more consistently, reduce symbolic change and improve execution.
[bookmark: _Toc6369]7.1 Conclusion
This report argues that sustainable packaging should be treated not as a separate sustainability agenda, but as a strategic issue embedded in P&G’s core business model. The external analysis showed that regulation, resource pressure, retailer expectations, and circular-economy demands are reshaping competition in FMCG. Most importantly, the evaluation of enterprises now depends on whether they can achieve environmental protection without affecting product price, product performance or operational reliability. Therefore, green packaging is an important factor in the sustainable development of enterprises, which is important in the strategy.
Internal analysis shows that P&G is better than most of its competitors, but this does not mean that it is absolutely safe. It has the advantages of scale, brand portfolio, distribution network, etc., which bring significant benefits. The large scale of the company can be used for innovative research. When new materials, new equipment, supplier relationships and communication methods are needed, it may also slow down the speed of adaptation. That's why the problem of P&G's resources is not whether it owns these resources, but whether it can transform these resources into timely and commercially feasible decisions. In general, sustainable packaging will only bring benefits if the strategic fit affects the response of enterprises.
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