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Key Issues
The main issue in the case is the need to implement a new growth strategy that will enable the company to remain profitable but keep its roots in producing unique quality toys for kids to enjoy.  In lacking a growth strategy that company has come across some other issues that have been limiting their success. Their production process is limited by the company’s use of raw materials and the need for these raw materials to be quality enough to withstand the use from small children.  Since the production process is individual and not a factory setting such as competitive big name toy makers the company has had a problem with inventory management and not being able to satisfy demand without back stock.  When the company established itself it decided it was going to be a niche market product and serve the higher-end of the market which has its advantages in terms of profit margins but they have limited their market segment and limited the number of potential customers. Finally when the company became booming with a large customer base and the gained many retailing partners the lost connection with many of the retailing partners which lead to declining business. 
Analysis of Issues
The need to implement a new growth strategy is an issue that needs to deal with immediately because if he wants his business to continue to grow it must change with the market and meet the demands of the consumer.  This is very important to the success of the company in the long run and if not dealt with soon will have major implications of revenue. With the toy industry being so saturated it is clear for the need to differentiate from the competition and offer a quality product.  Currently the most successful toy companies are producing in China and with cheap labour costs comes the ability to decrease selling price and still maintain high profit margins a problem that Cate & Levi cannot compete with due to the high costs of sourcing out raw materials. Due to the fact that Cate & Levi cannot decrease the sales value they are losing out on having their product in “well-establish” retailers such as Toys-R-US, Target, and Wal-Mart who account for nearly half of toy sales in North America. Furthermore, with a focus on quality individually made products the company has incurred a problem with inventory management and not being able to satisfy orders. In a market where the alternatives are right at the buyers fingertips it is imperative that the company have enough products to meet the needs of consumers or else we are losing potential revenue.  When Cate & Levi made the decision to enter a high-end market they limited a large number of potential customers. The average customer would not be willing to pay the $80 retail price of the product because they don’t place the need to invest that much money in a children’s toy whereas they feel more comfortable spending $40. While the company is currently benefitting from the trend of increased demand for higher-priced toys amongst dual income and upper-middle class in the long run it is believed that the majority of people would be more inclined to purchase a cheaper toy.  Finally when we look at the relationship management of the firm we see that the company is losing out on potential business due to the fact that they cannot hold connections with each retail member. In doing so they have lost the business of some and will continue to if this important issue isn’t fixed. In business as we know its all about your connections so when business is bad with one manufacturing other retail firms might not want to pick them up. It is unacceptable for their relationships to be mismanaged and they should fix the issue immediately if they want to push their company forward. 

Alternatives and rationale
As Josh stated in the case his first priority is to protect the value of the brand and the company’s reputation for cute, loveable, and friendly design. In assessing the four growth options we see that there are many pro’s and con’s to each option. For the purpose of expansion and promoting the significant growth of the company it is not suggested that the company choose internet sales or business process improvement. In terms of the rapid expansion of the company focusing on internet sales will not generate high enough revenue. Although internet selling is a option that is believed to be practical it is not appropriate in this situation. Also with having an issue in relations with retailers and the voiced displeasures of competing with the manufacture’s online stores it would not be wise for the business to partake. Finally in terms of the issue with limited customer base, it would be even more challenging to sell the product when the customer cannot physically interact with the product.  When we look at improving the business process it is a step in the right direction however once again the expansion is not as great. It is believed that the idea of strengthening existing relationships is very important and imperative to success it isn’t something that will push the company forwards to its next million dollars.  The company may look at international expansion as an option as it satisfies many of the issues discussed above.  In expanding internationally we can still keep the competitive advantage of design, eco-friendly, and instead of hand made in Canada they would be a Canada based company.  By outsourcing the preparation of the product we can cheapen the process and drop product price and open our product to a wider range of consumers. This would also solve the problem of stock out and potentially losing customers.  The second considerable option would be pursuing larger retailers. This is important in order to see a large growth in the company since these retailers own nearly 50% of the market. In turn this would expand their market reach and allow them to sell the most products however they will have problems with keeping inventory if they don’t expand their production technique.  Finally they would need to cut down their prices if they wanted to be competitive on the shelves. 
Primary recommendation
It is recommended that Cate & Levi adapt the growth strategy of International Expansion as it is deemed the most effective in fixing the main issues described above.  In order to implement this option successfully there are so further suggested points that will need to be added.  Since the major focus will be on the expansion outside the US and the Title will be heavily engaged it is recommended that he hire an operations manager to assist him in looking after the Canadian business. This person will also assist in developing and maintaining relationships with the retailers that the company has in North America. If the company is concerned about quality then they will implement a quality management system to make sure that the products are the same quality as made in North America. Furthermore, sourcing of raw materials can be done in advance of the move and making sure they have enough raw materials in their new location is imperative to their success.  As much as Title wanted to have a Canadian made product it is something that he will have to give up on if he wants to sell more product and keep up with inventory.  It is also recommended that in the future once operations are established in the new international location that the company looks into pursuing larger retailers as they would be able to cut production costs, decrease selling price and open their product to a wider range of consumers. 
