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2016: where is China going? The mutation 

 

By Saro Capozzoli – Jesa 

In addition, China has developed the largest middle class in the 

world, overtaking the United States, with almost 175 million 

people and with an average per capita income of 30,000 USD. The 

projections estimate that this number will exceed 600 million 

people within the next five years. China, in many areas, is still a 

blank sheet of paper, with an unprecedented hunger for tech-

nology and innovation. If we look, for example, at the e-commerce 

sector, it will soon touch sales’ rates for a trillion USD per year. 

And, this channel is within the reach of small and medium-sized 

companies. China evolves at an unparalleled speed and we notice 

it every day. As well as the country changes, even companies 

should actualize their strategy to identify opportunities, areas in 

which risks are lower, and new solutions to optimize their in-

vestments.  

 

That’s way we want to be positive for the year that just begun.  

 

China is starting the year in a markets turmoil situation. 

 

We think what’s happening right now is an “entropic watershed”, a 

phenomenon that will bring a huge load of changes.  

 

In China, with the 13th Five-Year Plan numerous initiatives have 

been programmed, from major infrastructures to green economy 

investments: there will be severe regulations on emission stan-

dards and a bigger expense to support the development of 

non-fossil energy resources. Until now the manufacturing process 

was focused obsessively on quantity: we had to produce to grow 

even going in detriment of the environment and our health. At 

present, China is trying to steer towards a more sustainable 

economy, let’s say a quality focused economy, with an entire in-

dustrial system that has to make a technological upgrade.  
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The growth path of pet food market in China 

 

By Saro Capozzoli, Manfredi Moschella - Jesa 

 

Trends  

 

Over the last years the dog food market in China has witnessed a sharp 

growth due to several reasons. Among others, urbanization and 

change of lifestyle have made raising pets much popular in China.  

In developed cities such as Beijing and Shanghai, the number of 

families who raise pets, -mostly cats and dogs, is increasing rapidly. In 

terms of pet feeding, around 80% of families buys special pet food and 

the other 20% feeds pets with homemade food. In Beijing and 

Shanghai, the average spending for pet food is approximately of 

US$50-65/family, while it reaches US$225 in the U.S. The Pet Products 

Industry Report reveals that, in 2013, China's pet food market size 

reached Billion US$1.28. 

 

Drivers of the pet market’s growth 

At the moment, pet food includes the following categories: 

 

 

 

 

 

 

                                                                                                         

After ten years of evolution, pet owners’ consumption awareness has 

gradually strengthened in large and medium cities. Dry pet food has 

the largest consumption, followed by pet snacks. However, data shows 

that pet nutritional health products are being used by pet owners at an 

amazing speed. These three parts are the main consumption catego-

ries in Chinese pet food market. 

 

Growth Model 

 

As for the growth model, pet food is mainly driven by recruiting new 

buyers, consumption upgrade, change of purchasing behav-

iours and choice of adequate distribution channels. 

 

a) Recruiting new buyers  

Increasingly, consumers are becoming aware that industrial-made pet 

food and home-made food have different nutritional elements and 

start considering a more scientific approach to feeding 

 

Dry Pet Food 

Pet Nutritional health 

products 

Pet Snacks 
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Kantar Worldpanel shows that the penetration of dry food, wet food 

and snacks increased by 2-4% in 2014 and that, puppy owners who 

just entered the market, accounted for the higher proportion of pet 

food purchasing. 

 

b) Consumption upgrade 

In the whole pet food market, the share of snacks and health 

products is increasing with a growth rate of 48%, far above the one of 

total pet food (18%).  

 

c) Change of purchasing behaviour 

As time pass by, more consumers are choosing E-commerce 

channels to buy pet food. 

 

d) Adequate distribution channel 

Generally, China’s pet food retail environment differs from the rest 

of the world. China’s sales skew heavily toward specialized retailers. 

E-commerce channels attract more young families. 

e) An important value driver: e-commerce 

The rapid expansion of sales networks in third- and fourth-tier cities 

by means of local distributors, retailers and developing franchised 

chain stores, has contributed to the increase of the market size. In 

addition, the increasing dog population and the rising cost of dog food 

has also helped to achieve a growth in value. 

Currently, the market size is of US$1.37 billion, but what sets 

China’s pet food market apart is that online sales continue to increase 

their sales’ share, accounting for the 38% of the market by this 

year-end and 43% in 2016, estimates state. In 2015, online pet food 

sales in China have soared to US$504.8 million. Therefore, as much as 

all of the other markets, the pet food market has benefited from the 

rapid growth of e-commerce and its capability to reach customers 

located in cities lacking of proper infrastructures.  

 

Competitive landscape  

 

Both international and domestic players have recorded buoyant growth 

within dog food industry in 2014. An additional factor that has surely 

contributed to this development is the constant growth of Chinese 

middle class, which in turn led to the raise of more demanding con-

sumers. Product’s quality is a fundamental requirement for pet own-

ers. 

 

a) Rising Chinese Middle Class: 

As more people in China move into the middle class—in urban 

areas, household income per capita is continuing to increase by 7% to 

9% a year, more and more families will own pets. As a result, China is 

the third largest dog-owning market globally, Tagore said, with 27.4 

million dogs (just behind the US with 55.3 million dogs and Brazil with 

35.7 million), and the second largest cat-owning country with 58.1 

million cats, behind the US (80.6 million cats).Chinese middle class 

products’ preferences have shifted from mid-low segments to the 

premium one. Customer’s willingness to pay is higher as long as they 

are granted high quality with regard to both products and services. 
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b) Customers’ preferences: 

Thanks to a wider range of products, customers can always find 

the ones that are most suitable for their dogs. Royal Canin Au Yu Pet 

Food Co has proven to be the leader in the market. In fact, the dog food 

company located in Shanghai has benefited from the growth of the 

market thanks to the wider product range of its offer. This giant player 

has built up consumer loyalty by setting up a consumer club called 

Royal Club thanks to which club members can share the benefits of 

customised e-magazines, community activities and specific promo-

tions. 

 

Forecasts 

 

Pet food sales are expected to grow at a CAGR of 12% (constant prices 

2015) over the next five years. Enhanced product awareness, together 

with higher incomes will drive this trend. In addition, the expansion of 

both international brands and domestic players will be an important 

factor supporting pet food sales and market growth. Opportunities will 

not limit to the pet food products, but will likely spread to related 

activities and businesses such as veterinary clinics, pet training centres 

and the like. 

 

 

 

 

 

 

 

China’s Environmental Industry 

 

By Saro Capozzoli, Marco Lombello - Jesa 

 

The term Environmental Industries indicates all those businesses that 

enable profits putting in place operations somehow positively affecting 

the natural environment. Therefore, companies in the business of 

water treatment, manufacturers of vehicles powered by alternative 

energy sources and, of course, all those companies whose core 

business is linked to the recycling process do fall into this category,. 

 

In China, the environmental issue is rather urgent. The middle king-

dom consumes about 50% of all the coal mined in the world and emits 

twice the CO2 emitted by the US. Such a consumption scheme is at the 

basis of the increasing efforts the Chinese government is putting in let 

the  so-called low-impact industries flourish. 

 

Over the last fifteen years, largely due to strong government incen-

tives that Beijing has started to lavish since the adoption of the 10th 

Five-Year Plan (2001-2005), the Environmental Industries have been 

subjects to an unprecedented growth. 

The graph below shows the revenues earned by the companies en-

gaged in green-related fields since 1997. For the year 2015, revenues 

are expected to reach the total amount of 4.5 trillion CNY (about 

US$730 billion). 



  YOUR PARTNER INFAST GROWING COUNTRIES 

  

  

 CHINA - HONG KONG–SAUDI ARABIA – MONGOLIA - CHILE 

JESA Investment & Management Co. ,Ltd. ,  Lane 112,  FenYang Rd. ,  House 4,  200031 Shanghai ,  China  
Te l  +86 21 64331555, 64335666, 64338787,  Fax +86 21 62880072 Emai l :  in fo@jesa.com.cn ,  Webs i te:  www.jesa.com.cn  

6 

 

 

 

 

 

 

 

 

 

 

 

IIED Data – Country Report (February 2015) 

 

The 13th Five-Year Plan and the Protection of the Environment 

 

With the 13th Five-Year Plan recently approved by the Plenum of the 

Communist Party, China has –once again, set the principle of sus-

tainable development as the cornerstone of its operations. 

As stated by President Xi Jinping in person, during the next five years 

Beijing will encourage all the industries with a low environmental 

impact, promoting innovation, supporting the optimization of proc-

esses and increasing quality and efficiency. 

 

More specifically, the Plan should focus on a continuous increase in the 

use of renewable energy resources (wind, solar, biomass, geothermal 

and nuclear), the development of a green financial system able to 

support all those activities that otherwise would have difficulties in 

obtaining the capital required to grow, and the decrease of the emis-

sions originated by the most energy-intensive industries (starting from 

the metallurgical and chemical ones). 

 

In addition, the Plan envisages the implementation of an online 

real-time system for the monitoring of the level of pollution at a na-

tional level, the introduction of a system of water resource manage-

ment through which Beijing will be able to handle more accurately the 

distribution of water and the offering of a range of incentives in order to 

foster the purchase of alternative fuel vehicles - China expects to add 

220 million vehicles to its fleet by 2020. 

 

However, the path is full of hurdles and, at present, coal remains 

China’s primary source of energy. On the other hand, it is undeniable 

that Beijing is strongly committed towards a more sustainable future. 

With this regard, it should be noted that, in 2014 the country has 

invested in renewable resources more than all of the EU countries 

combined together. 
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Besides this, in a long-term perspective, the government has pledged 

to reduce the emissions of CO2 to 40% per GDP point (compared to 

2005 levels) by 2020 and to increase the proportion of non-fossil 

energy sources to the 20% of the total by 2030. 

 

Green Financial System 

 

According to the forecats of the Central Bank of China, in order to 

achieve the goals set by the Ministry of Environment, during the next 

five years China will need to invest at least 2 trillion CNY (US$320 

billion) per year. However, being the governmental fiscal resources 

insufficient to cope with such an onerous outlay, Beijing has included 

into the Five-Year Plan a very interesting environment-related project 

aimed at developing a green financialsystem. 

The project, launched to supply cheaper financial resources for all the 

companies active in the environmental industries, will be based on a 

series of favorable policies in order encourage the exchange of green 

bonds and green loans. 

These policies, as stated by Ma Jun, economist at the Central Bank and 

head of the Green Finance Committee, "will make no distinction 

between domestic capital and foreign capital. Even foreign companies 

will be able to use the green bonds market. " 

 

Beijing will also encourage the creation of a number of financial 

institutions specialized in green investments (green development 

funds). These entities, which will be partially subsidized by the 

government, will warn the financial markets on the administration’s 

will to develop the sector, while reducing the risk aversion of private 

investors towards projects linked with environmental industries. 

 

A Market for the Emissions 

 

The new National Emission Trading System is not directly linked to the 

13th Five-Year Plan, though recently announced by Xi Jinping as well. 

In order to reflect the social cost of pollution, this Cap and Trade 

mechanism proposes to "price the emissions", thereby increasing the 

energy expenditure of all the companies with higher environmental 

impact. Each industrial plant will have a certain maximum level of 

emissions expendable, after which the company will be obliged to buy 

"credits" on the CO2 market. 

 

In recent years, Beijing has tried to implement this supply vs. demand 

based mechanism several times. However, mainly due to the high 

growth rates of the Chinese industry, the number of entities involved in 

the supply-side of the system has always been very limited. 

 

Today, with the national growth slowing down, an increased efficiency 

in the power production plants and the economic stagnation of the 

heavy industry, the Emissions Trading Scheme might finally take off. 
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China seems to have finally embarked on a virtuous path that will lead, 

in the medium term, to change radically its environmental profile. Or at 

least that is the hope. 

 

The road is still uncertain and the obstacles to overcome are many. 

However, a plan has been drawn up and the willingness to carry on 

looks strong. As always, when Beijing points the way, the business 

opportunities arising are never disappointing. 
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Good planets suitable for  

Humans are hard to find.   

Pleasethink of the environ-

ment before printing 
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The content of this newsletter is com-
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to keep our contacts informed about 

important changes occurring in China 

and worldwide. Any use of it must be 

authorized by JESA.   
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