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Business 
Company name: Starbucks 
Starbucks is one of the premier companies in the coffee beverages and snacks industry globally. The company focus is on the retail and roasting of specialty coffee beans that are used in the processing of the coffee drinks while others are shipped as coffee beans to other retailers. Since its establishment in the year 1971, the company has expanded to be one of the most recognizable brands in the world. It has over 20,000 stores globally operation in over 50 markets.
Industry 
The company operates in the retail coffee and snacks industry. Prior to the 2009 recession, the industry had experienced a steady growth rate that was interrupted causing a 6.6% slump in the overall market in the 2008/2009 recession. The industry has since recovered and is expected to continue on a growth trajectory of 3.9% and is expected to hit $35.1 billion in the United States alone. Starbucks dominate the market share commanding a whopping 36.7% market share. Dunkin has the second largest share at $24.6% while the rest such as McDonald’s, Tim Horton’s, Costa Coffee among others share the rest of the market. As noted during the 2008/2009 recession, the market is highly sensitive to the macro-economics and responds swiftly to the changes in demography, attitudes among other factors that will be discussed in the section below. The companies compete in terms of the product quality, customer services experience and brand strengths.

	Name of force: Threat of New Entrants

	Threat of New Entrants is Low 

	
· Smaller localized brands can effectively compete with large branded coffee houses as there are no switching costs involved 
· The established brands are high in the word and have mastered the supply chains thus able to dominate and influence the markets 
· The established brands might retaliate through prices competitions and promotions that posing a threat to new entrants 
· New stores do not need to own prime estates as they can always acquire on leases or rent and establish their operations. This makes it relatively cheap to start a new store 


	Are there any opportunities? How?
· Owing to the fact that the large branded companies are corporate brands that have unique operational strategies and capital, they can influence the local markets through promotions, loyalties and creating a pool of loyal clients that are not willing to switch to a new entrant. 


	How does Information Systems affect this force? Check table 3.5 in textbook for ideas
· Information system affects this force by allowing information about the markets and operational efficiencies




	Name of force :Threat of New Substitute Products

	Threat of Substitute Products is High

	 List your  reasons to support your conclusion
· There are numerous substitutes to coffee including tea, fresh juices, soft drinks, bars selling nonalcoholic and alcoholic drinks are alternative social avenues 
· The threat is high as consumers can switch at will and not costs involved 
· Consumers may opt to make their own beverages at home and enjoy with friends rather than going out to have one at a coffee store 


	Are there any opportunities? How?
· A notable opportunity is the supply of coffee machines for home use and as well selling roasted coffee beans to the consumers. Starbucks has pursued this opportunity 


	How does Information Systems affect this force? Check table 3.5 in textbook for ideas
· Offer information on the demographics and market and as well increasing the operational efficiencies 







	Name of force :Threat of Power of Customers

	 Threat of Power of Customers is High

	 List your  reasons to support your conclusion
· The market is made up of numerous buyers each buying a small portion of the products. They thus have no power in commanding the prices or dictating the terms 
· The products are vertically differentiated and has diverse customer base who buy in small quantities and thus unable to dictate terms 
· Consumers are moderately sensitive to premium retailing coffee as they are willing to pay premium for better quality 
· Low switching costs 
· High number of substitutes  and
· Zero switching costs all works to magnify the power of the buyers 


	Are there any opportunities? How?
· The company has strived to build a club of loyal customers by branding the stores as social places. Thus as much as coffee as a drink is susceptible to be substituted, the house as a social place is not and customers keep coming back to meet up with friends and business associates. 


	How does Information Systems affect this force? Check table 3.5 in textbook for ideas
· The company uses social media to promote the brand as a social place and also the premium coffee offered at the stores




	Name of force :Threat of Power of Suppliers 

	Threat of Power of Suppliers is low 

	 List your  reasons to support your conclusion
· The main ingredient is the coffee beans that are sourced from different suppliers. Thus the company can switch from one supplier to another one with ease as no costs involved. This gives Starbucks more power over the suppliers and thus making that threat relatively weak 
· The company’s large scale operation makes the demand for coffee high and thus able to negotiate fair deals with the suppliers 
· The company has the power to gain an upper hand over the suppliers owing to the large size, however, it maintains good relationship with the suppliers and ethical sourcing of the products that keeping itself in good books with the suppliers 


	Are there any opportunities? How?
· The company can capitalize on the large size and negotiate for better terms and as well crash competition in the sourcing of the raw materials.


	How does Information Systems affect this force? Check table 3.5 in textbook for ideas
· Information technology only affects in operational efficiency 






	Name of force:Threat of Competition Rivalry 

	Threat of Competition Rivalry is High 

	 List your  reasons to support your conclusion
· Starbucks is the market leader commanding over a third of the market share. This monopolistic tendencies create immense pressure in trying to maintain the dominance role 
· Consumers are free to choose alternative substitutes and thus making the business susceptible as no switching costs involved
· Starbucks has an edge over the competition due to the differentiation of its products and services that are marketed as premium thus fetching higher prices than the rivals 


	Are there any opportunities? How?
· Expanding the menu to increase the customer base and reduce competition. 


	How does Information Systems affect this force? Check table 3.5 in textbook for ideas
· IT offers an avenue for performing market analytics and a platform for social media marketing. This creates an edge over the competition and makes the Starbucks a stronger brand . 



	Summary of the Forces 
	Threat 
	Role of IS 

	Threats to New Entrants 
	Low 
	Market research and operational efficiencies 

	Threat to New Substitutes Products
	High 
	Market research and operational efficiencies

	Threat to the Power of Customers 
	High
	Social media marketing and operational efficiencies

	Threat to the Power of Suppliers 
	Low 
	Operational efficiencies 

	Threats to competition Rivalry 
	High 
	Social media marketing and operational efficiencies



	Summary of the Forces 
	Opportunities 
	Role of IS 

	Threats to New Entrants 
	Creating loyal clients 
	Social media marketing 

	Threat to New Substitutes 
	Expand the menu and sell coffee machines for home users 
	Marketing 

	Threat to the Power of Buyers 
	Loyal customers 
	Social media marketing 

	Threat to the Power of Suppliers 
	Negotiation owing to large market share
	Operational efficiency 

	Threats to competition Rivalry 
	Expanding the menu 
	Marketing 



Which forces pose the greatest threats?
[bookmark: _GoBack]The force that poses the greatest threat is the issue of substitutes and rivalry. As much as Starbucks coffee is premium and well marketed, there is an emerging threat of people opting for other beverages apart from coffee. The company may counter this by expanding the menu but the list of substitutes is larger than what can fit a menu. Besides there are other players who are better placed to reap from the shift. A notable cost is the health awareness that has shifted the market from traditional sugar based drinks to fresh fruit juices without many additives. 
Where are the company’s greatest opportunities?
        The company greatest opportunity lies in creating a pool of loyal clients who will not leave for substitutes of to rival stores. The main drivers of competition in this industry are the brand strength and quality of the products. 
What are the main drivers of competition in this industry? 
A plausible competitive strategy is creating clubs through loyalties where members are given incentives to want to stay with the company despite appeals from rivals and new entrants. Quality of the services is paramount as products differentiations can be matched by the competition. 
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