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Critical thinking and optimization of strategic management
in the pet food industry
1 [bookmark: _Toc122109072]Executive Summary
[bookmark: _Toc122109073]Critical Evaluation
Strategic management in the field of management, according to Nag et al. (2007) and Alkhafaji et al. (2011), entails the creation and execution of the primary goals and initiatives undertaken by an organization's managers on behalf of stakeholders, based on the consideration of resources and an assessment of the internal and external environments in which the organization operates. To make the material relevant, Dess et al. (2016) use examples from management practice and societal themes like environmental sustainability, ethics, globalization, entrepreneurship, and data analysis in their book Strategic Management. They also draw on the most recent management scholar research and senior manager insights to strike a balance between accessibility and rigor. Strategic management's nature is dynamic. Individual enterprises, organizations, and firms can all benefit from strategic management, which gives overall direction. It does this by establishing the organization's vision and goals, creating policies and plans to get there, and then allocating resources to put those plans into action (Ayitey et al., 2010).
[bookmark: _Toc122109074]The first step of strategic management - strategy formulation
The two primary phases of strategic management are frequently referred to as strategy formulation and implementation. Although it seems to be a sequential order between them, with a precise formulation of a strategy first, and then implementation to get that strategic initiative off the ground, the two processes are mutually reinforcing. As Mintzberg (1991) explained in the book, the two processes of strategy development and implementation are iterative, with each process providing input to the other, and so on. The process of formulating a strategy begins with an analysis of the environment in which the organization or industry operates, followed by a series of strategic decisions about how the organization will compete. The formulation process culminates in the accomplishment of a set of organizational goals or objectives. Internal and exterior environmental analyses are both included in environmental analysis.
The external environment, which includes the political, economic, social, technological, legal, and environmental landscape (PESTLE); Industry environments, such as the aggressive behavior of competing organizations, the bargaining power of customers and suppliers, threats from new entrants to the industry, and the capability of customers to substitute products. the organization's internal environment, including its IT systems, people, and process strengths and weaknesses. (Mintzberg, 1991)
A strategic choice is a response to strategic questions about how the business will better compete and is based on insights from an assessment of the whole environment. In conclusion, the solutions to strategic questions will result in the implementation of an organization's strategy as well as a particular set of short- and long-term objectives.
[bookmark: _Toc122109075]The second step of strategic management - strategy implementation
Implementation is the second crucial stage of strategic management. Making decisions regarding how to align and deploy organizational resources (such as people, processes, and IT systems) to achieve the desired outcome is part of this process. The organizational resource structure, leadership arrangements, interparty communication, incentives, and goal-tracking progress monitoring will all work in harmony as a result of implementation. The study of how strategies are put into practice in companies/organizations has drawn more attention in recent years. Caudeli (2009) studied the process of a strategic management system's implementation at the highest level of management in a business unit of a Spanish port system using a case study that shows the changes at various phases of strategy implementation. According to some complexity theorists, strategy is the organization's internal and external factors coming together to produce actions in a socioeconomic setting. Watkins (2007) asserted that if mission/goals and vision provide answers to the "what" and "why," respectively, then strategy offers solutions to the "how" of corporate management.
The discipline of strategic management was established in the 1950s and 1960s. Peter Drucker, Philip Selznick, Alfred Chandler, Igor Ansoff, and Bruce Henderson made the earliest contributions (Ghemawat, 2002). In the book, ‘the lords of strategy’ kiechel (2010) mentioned that the term strategy was used for wars and political struggles between sects before the 1960s, influenced by the environment of the time, not the business.
1 [bookmark: _Toc122109076]Strategy Analysis and Selection - Pet Food Industry
[bookmark: _Toc122109077]Introduction to the pet Industry
In recent years, with the rapid development of the global economy and people's consumer spending and emotional concepts constantly updated, China's pet economy is rapidly emerging. The driving factors are twofold: In the first place, today's small family units have weakened the ties between members of society (Poushter, 2019), while the "aging population" and "labor mobility" have contributed to the growing number of lonely people, and pets can play a role in psychological therapy and companionship. To quote from Brooks (2018): ‘There is increasing recognition of the therapeutic function pets can play about mental health. Moreover, as people's living standards continue to rise, most people can afford to spend money on pets. The majority of people mentioned here include the following three age groups: children, empty nesters, and the aging group. Separately, in the children's group, pets can serve as a playmate for children, can help play a companion to grow up, bring laughter, and help children to strengthen their bodies and experience love and responsibility. Not coincidentally, Parish-Plass (2008) maintains that companion animals can also help improve emotional understanding and expression; A pet is a true and genuine friend to a young person. They will give silent companionship and guardianship under your busy stressful work or when you have an emotional breakdown. Last but not least, for older adults, pets are their companions and even the small children in the family, because of their daily companionship, pets spend more time at home than their children.
As a result, the importance of the role of pets in China has led to the rapid development of the pet economy, and the pet food industry is receiving more and more attention and development. Boermans (2007) mentioned in the article that pet food safety is the responsibility of the pet food industry and that many issues need to be addressed. In terms of staple food, with the continued expansion of the market size of the pet industry and the increasing awareness of scientific pet ownership among consumers, the pet staple food industry has ushered in the upgrade of brands and categories in its development. According to product form and function, pet staple food can be divided into four stages: 1.0 leftovers, 2.0 pet food, 3.0 natural food, and 4.0 functional food. Currently, China is basically in the 2.0 pet food stage and is moving towards the 3.0 natural food stage. In terms of pet ownership, China is dominated by two species, cats and dogs. Allen (2002) mentioned in the article that pet dogs and cats are equally popular abroad (over 50 million each in the US).
[bookmark: _Toc122109078]The current state of the pet food industry
Pet food, often known as animal food between traditional cattle and poultry feed and human food, is a plant-based or meat-based food intended exclusively for pets and small animals. Pet meals that are sold commercially are made from both plant- and animal-based ingredients (Swanson, 2013). By way of example, pet food can be distinguished from human food by its shape, purpose, and nutritional value. The pet industry's main market sector right now is the one for pet food. Additionally, the high frequency of consumption and strong demand makes pet food indispensable in the pet industry. According to the pet food classification in 2021, pet staple food accounts for about seventy-five percent, including dry and wet food; pet snacks account for about fifteen percent, such as canned food, ham, and jerky, etc.; pet nutrition products account for about ten percent, the main types of tablets and powders and creams, etc.
The largest proportion of pet staples is discussed here. Pet food staple products can be divided into two categories: dry food and wet food, according to the more refined consumer needs. Dry food is mainly characterized by low moisture content, dry surface, and granularity, including puffed food, baked food, air-dried food, freeze-dried food, and many other product forms. Wet food mainly pastes, high moisture content, mainly canned, fresh cut package, and fresh food in three forms, of which fresh food means fresh food, is a finer track in wet food, emphasizing fresh ingredients, and raw materials visible to the naked eye, no deep processing, more fresh but shorter shelf life. Now Chinese market is still a blue ocean, which can create a new path based on the niche demand, which will have a wide space for development.
[bookmark: _Toc122109079]Growing awareness of pet food consumption in China
The history of pet food development in China is currently summarized in four stages. These are the nascent stage, the gestation stage, the rapid development stage, and the maturity stage. The germination period (1990-2000) is when overseas brands introduced professional pet food into China and China learned from the experience; the gestation period (2000-2010) is when domestic brands still rely on foreign production and our brands are gradually formed; the rapid development period (2010-2025) is when domestic brands make a qualitative leap, catch up with overseas brands in terms of product quality and start international layout; the maturity period (after 2025) is when the market share of major brands reaches a stable level and the penetration of pet food in China reaches a high level. At present, China's pet food industry is in the midst of a rapid development period.
The consumption trend of pet food is gradually improving. To begin with, the willingness of Chinese residents to keep pets has increased. Pets have become the companions, friends, and playmates of family members, the awareness of raising pets has gradually increased, and more and more families are beginning to accept the pet lifestyle. In addition, the penetration rate of pet-owning households is growing steadily, and the penetration rate of pet-owning households in first- and second-tier cities in China reached 39.1% in 2021 (2021 China Pet Industry White Paper), The number of pets, mainly cats and dogs, is gradually increasing. Moreover, as China's pet staple food market changes from the 2.0 pet food stage to the 3.0 natural food stage, pet owners' awareness of pet food consumption continues to strengthen and improve. As consumer awareness increases, the amount spent on pet food is gradually rising.
2 [bookmark: _Toc122109080]Critical Incident Project Team——" Royal Canin Pet Food " project
[bookmark: _Toc122109081]Scenario Setting
Suppose the company I am working for is Royal Canin (China), and the company's leaders hold an annual emergency meeting. The impact of the epidemic in China has made it difficult to sell pet food staples offline in shops that had been selling steadily and normally, and the company has suffered a huge loss in turnover for the past half month. As a result, I was assigned by the senior management to make strategic management and adjustments based on the current state of the industry and to propose constructive ideas for the next step in the company's development after analyzing and investigating the need to reshape the strategic direction of pet food sales. And to provide innovative customer care to improve customer stickiness. The report needed to be opinionated, feasible, and resilient as a guide to Royal Canin's work plan for 2023 to improve the company's sustainable competitive advantage in the pet food industry.
[bookmark: _Toc122109082]Project Overview 
Royal Canin was founded in 1968, 54 years ago, with headquarters in Montpellier, France, it is a French manufacturer of cat and dog food (Royal Canin, 2022). The first China factory was set up in Shanghai in 2009. The company is mainly engaged in processing main food for cats and dogs. They are committed to providing precise nutritional solutions for cats and dogs. The company's products are positioned in the middle and high-end pet food, for example, cat food products are sold by Royal Canin (table 1). However, in recent years, although the company's sales have been increasing, the rate of increase has decreased compared with the previous increase, and the market share has decreased.
	Age Group Cat Food
	1~12-month-old kitten: Royal Canin (BK34), Royal Canin Kitten Food (K36), Royal Canin Small Milk Can

	
	1~7 years old adult cat food: Indoor Adult Cat Food (I27), Outdoor Adult Food (030), Nutritional Adult Cat Food (F32), Intestinal Comfort Adult Food (EP42), Taste Adult Food (ES35), Aroma Adult Food (EA33), De-sexing Care Adult Food (SA37), Digestive Preference Adult Food (S33), Indoor Long Hair Adult Food

	
	Senior Cat Food: Senior Cat Food (S27)

	     Breed Cat Food
	British Shorthair: British Shorthorn kitten food (BSK38), British Shorthorn adult cat food (BS34)

	
	Persian cat: Persian cat food (KP32), Persian adult cat food (P30)

	
	American Shorthair: American Shorthair Cat Food (ASA31)

	
	Ragdoll Cat: Ragdoll Adult Cat Food(RA32)

	  Functional cat food
	Oral Care Adult Food (OS30), Weight Care Adult Food (L40), Hairball Removal Adult Food (IH34), Hairdressing Adult Food (H33)


Table 1: Main products of Royal Canin cat food
Other pet goods are not as developed as the basic staple food for pets. Pet snacks account for about fifteen percent of the market share of pet food. However, due to technology having invested less in snacks, there are only some canned food and jerky for cats and dogs in its stores, and the variety is relatively small and scarce. In contrast, the proportion and variety of pet snacks in the market are increasing, such as canned food, cookies, cheese, ham, jelly pudding, jerky meat strips, teeth cleaning, bite type, catnip, etc. (Fleming, 2011), which is not good news for Royal Canin.
[bookmark: _Toc122109083]External Environment Analysis ——Royal Canin PEST Analysis
Political Environment Analysis. Although China has introduced several pet breeding and pet-related laws and regulations, due to the late start of the pet industry in China, the number of pets in China has only increased significantly in recent years. Therefore, the relevant laws and regulations for pets are not perfect, only some of them are only for the pet dog and cat vaccination and bite provisions, but also not nationwide implemented. Only in some of China's more developed, the number of pets more local government regulations and supervision. So far there are only the following animal laws and regulations: "Wildlife Protection Law", "Animal and Animal Product Quarantine Regulations", "Tort Liability Law of the People's Republic of China", "Prevention and Control of Infectious Diseases Law", "General Principles of Civil Law of the People's Republic of China", and some local government regulations on pet breeding behavior. In conclusion, the laws and regulations on the pet food category are to be further introduced and implemented (National Research Council, 2006). In contrast, developed countries such as Canada and the United States have better laws and regulations related to pets, and they take a legislative or non-legislative approach. Canada is one of the most decentralized federations in the world, with activity regulation based in large part on custom and practice, and the United States is more hierarchical and more centralized, at least in terms of the laws governing animal research (Griffin, 2017).
In summary, due to fewer relevant laws and regulations, policies and market supervision are not strict, so the pet market, especially in the field of pet food profits are not transparent, many operators have brought a lot of benefits, some small workshops of pet food business because the cost of spending too low, the selling price is also low. Affected the pricing and food sales of regular manufacturers like Royal Pet Foods. This is reflected in the following aspects: The first is the lack of quality supervision, food is substandard, and many pet food production facilities and hygiene do not meet pet food standards; Followed by the emergence of some infringement on the market, counterfeit products interfere with the market, affecting the normal sale price and sale of goods. 
Economic Environment Analysis. The development of the pet industry is closely related to the GDP per capita of a region, with the cost of pet ownership in developed regions being higher than in remote or underdeveloped areas. According to Laihua (2018), China's pet market reached RMB 172.2 billion in 2019 and is expected to exceed RMB 200 billion in 2020. The dividing line is at an annual income of $8,000 per capita GDP, and when this dividing line is exceeded, the pet industry will enter a very rapid period of development. This sector of the economy is strongly related to human civilization and occasionally develops in line with human requirements (Rahim, 2020). Therefore, the human demand for pets can promote the economic development of the pet food industry, but at the same time there is a hidden challenge for Royal Canin, is it well prepared to compete with the various pet food brands on the market or has a large enough advantage to take a certain share of the market economy?
Social Environment Analysis. According to the current population of China, the proportion of people over 60 years old is increasing year by year, and the aging phenomenon is serious. Many of these "empty nesters" choose to keep pets because they lack the company of children or loved ones, in the hope that they will feel needed and happy again from their pets. The Pet White Paper survey shows that 80 percent of people will treat their pets as family, 55 percent will treat their pets as children, and 27 percent will treat their pets as their relatives. Nowadays, the pet-owning population in China is young, highly educated, unmarried young people, who keep pets at home due to late marriage and late childbearing, thus driving the booming pet industry. Shun (2018) concluded after research that the post-80s and post-90s are now the main force in pet ownership, accounting for more than 50 percent of the population. Such a social environment requires Royal Canin to update its pet food range and promote its products as soon as possible to capture the concerns of pet owners, especially young customers, to strengthen customer stickiness.
Technical Environment Analysis. Royal Pet Food has a history of 55 years. Its pet food production process is top in the industry. It is a big brand with certain product advantages, which is more advantageous than small brands emerging in recent years. Royal Canin will develop veterinary-specific products for different health problems of pets, focusing on prescription pet food, which is very technically advantageous. Compared with other food enterprises, the royal pet food company has its uniqueness. 
[bookmark: _Toc122109084]Internal Environment Analysis—— Royal Canin SWOT Analysis 
The first is the technical advantage. The Royal Pet Food Company has an original dilution and emission technology, which can lock the freshness of pet food to the greatest extent. Through the research on the palatability of pets, the digestion and absorption of dogs and cats, the urine test of dogs and cats, and the cooperation with the World Federation of Small Animal Veterinarians, the British Pet Nutrition Research Center, the British Veterinary College, the University of Liverpool and other relevant professional institutions, it has customized functional professional food, It also has two latest technologies, which are French Antioxidant compounds and highly digestible proteins, added to pet food, could help pets improve their resistance and promote intestinal digestion. It is the technologies that similar domestic pet food enterprises do not have; In addition, the brand advantage. Royal Pet Food Company is the first company in the world to produce professional pet food. With decades of development, it has around 20 factories around the world, and its products are exported to all parts of the world. It has obtained international quality system certification. It is an outstanding quality brand in China in 2018 and won many honors. What’s more, because of its early entry into the Chinese market, it was recognized by more consumers than other foreign-funded enterprises of the same type, and its brand has significant advantages; At last, there is the capital advantage. Royal Pet Food is the largest food enterprise in the United States, under the banner of Mashi, so its capital strength is self-evident. Concerning Mars, Inc. Royal Pet Company is one of the most well-known brands created by Mars, a privately held, family-run organization with more than a century of expertise, $35 billion in annual sales, and six major business sectors (Anon, 2017). The initial registered capital of the branch in China is about 10 million dollars, and the capital chain is stable and solid. Compared with other domestic and local food, the pet company has great advantages in capital and foreign investment.
As for the threats faced by Royal Canin, the analysis at this stage is as follows. First of all, Royal Pet Food Company is headquartered in France, so it is inconvenient to spread and communicate with its branches in China. Sometimes, in the face of rapid changes in the pet market, it is impossible to make timely and accurate responses. In addition, most of the senior decision-makers of the Chinese branch are from France and do not understand the local customs and unique market of China, Sometimes wrong judgments and transactional decisions may be made; In addition, the price advantage is not obvious, because Royal Pet Food Company has a large investment, and its products are the main medium and high-end market (Apichartprakulp, 2003). When compared with similar products, it will find that its cost investment is more, so the price advantage is weak; Moreover, there is no advantage in the category of pet staple food. Because its core product is the pet staple food, it is easy to be copied by competitors of other small domestic workshops. Finally, the best-selling channels are mainly shopping malls, lacking investment in e-commerce, such as Taobao, and Tiktok live broadcast, so its sales volume has no obvious advantage; Last but not least, it is gradually losing its product feature, namely, pet prescription food. Prescription animal food is a new potential market, and Widmar (2020) discusses in the article that clinics may choose to prepare only a small or specific amount of pet food and that even small amounts of demand need to be prepared for only a small potential market. However, at present, some Chinese local traditional medicine brands, such as Correction Pharmaceutical, are also introducing pet prescription food. These domestic large enterprises also have strong capital investment and great influence in the local market. Once they enter the pet market, there is no doubt that they will cause serious micro problems for Royal Pet Food Company.
[bookmark: _Toc122109085]Royal Canin's strategic decisions and selection
Open up new paths for online sales. Currently, Royal Pet Foods' sales channels are mainly offline superstores and pet specialty stores. This results in the pet food promotions taken are not implemented for consumers, and consumers do not enjoy the ultimate benefits. Therefore need to further open up the e-commerce channels, and regular product sales on the air, such as the purchase of certain staple food gift pet snacks, or full discount activities. Communicate with consumers and regularly understand the customer's demands.
Innovatively open the advertising path of Royal Canin. Through participation in the pet food industry, large and small exhibitions, brand publicity, and improved brand awareness, to attract more investors to open stores. In addition, Royal Canin can place advertisements in the railroad industry, prominently in shopping malls, or in pet magazines and books.
Improving the variety of pet food. In recent years, with the development of the pet market and the further understanding of pet owners for pet food, pet owners have gradually realized that to raise their pets better, not only do they need to solve their dietary problems such as pet food but also need to develop pet snacks, pet medicine, pet health care products, which are essential peripheral products. In recent years, pet drugs and snacks have grown at a faster rate, with pet snacks growing by eight percent and drugs by four percent in 2019. However, the development of Royal Canin snacks and medicines is not as good as it should be, and the research and innovation capabilities and marketing strategies appear weak.
Developing prescription pet food. Prescription pet food needs further innovation and development. Royal Canin has prescription foods specifically for sick pets. For example, to promote digestion, nutritional supplements, and intestinal care, but present a capital investment is not much, and consumers know little about pet prescription drugs, listening to the salesman's recommendations, is not conducive to branding and customer retention. Pet prescription food currently has fewer competitors, the market has a broad prospect. In terms of strategic choices, Royal Canin needs to further increase its research investment ratio to produce more functional pet foods or prescription foods to improve the competitiveness of the industry.
3 [bookmark: _Toc122109086]Conclusion and Recommendation
With the transformation of China's economic structure, the pet industry is thriving, and pets are needed by people of all ages and have indispensability. In the pet market, pet food occupies the largest share at this stage, and there is great potential and opportunity for the pet food industry in the future. Through the analysis of management strategies and other concepts and theoretical frameworks, the pet market and pet food industry analysis, this report takes Royal Canin's pet food as an example, and through internal and external analysis, analyzes the company's shortcomings and identifies four strategic directions for improvement, and draws the following optimization suggestions:
Royal Canin still holds a large market share due to its early entry into the Chinese market, but due to the influx and impact of competitors, the market sales are not optimistic in relative terms. The recommended strategy is to focus more on online channel sales. In the shake and Taobao app and other online platforms to live with the goods, more for the benefit of customers, adopt a series of activities to increase sales, rather than dealers and stores to profit the most, to ensure that the relevant activities concessions let consumers feel.
Maintain publicity efforts. The new period and new stage should have a newer publicity strategy. Emphasize microblogging, posting, and other common apps for young people to advertise; create company official accounts on platforms such as the TikTok app; publish relevant product information in pet magazines.
Focus on investment in scientific research. Increase investment in pet prescription food and non-prescription food, functional pet food. The product needs to have real strength. The pet prescription food for detailed functional description to customers. Cultivate consumers to buy with certain questions and purposes.
Increase customer stickiness and focus on user experience. No company should become a cold-selling factory, corporate culture needs to have a temperature. Accept customers' needs and suggestions in the live chat box with an open mind and rectify them appropriately, and pay attention to humanistic care; some constructive comments and suggestions take the form of sending small gifts back to customers so that they can feel that they are valued and enhance the emotions and brand loyalty to the brand.
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