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[image: ]Our story as a NESTLE company began in the far 1866, and by 1929 and we were challenged to preserve coffee beans in Brazil. Moreover, our coffee specialist, Max Morgenthaler went on a mission to produce an appetizing cup of coffee by just adding water and instant coffee, while keeping its natural flavour (Nestlé, 2020a). In 1938 NESCAFE was born. Four decades later, the Research and Development team of Nestle has decided to redefine the art of espresso making and allow everyone, in their homes or workplaces to make a cup of the perfect Italian coffee (Nestlé Nespresso SA Communications, April 2015, cited in Guinchard, 2016)

From the beginning of our history, our mission statement is ‘Good Food, Good life’ with best various tasting, most nutritious choices of food and beverage categories, from morning to night (Nestlé, ND). Currently, there are over 180 countries that enjoy our services and products. 

According to Zippia Team (2022) Nestle is a publicly owned multinational conglomerate, established in Switzerland, with retail investors who own 68% of the company and institutional ones who hold the other 32%. Paul Bulcke is the chairman and former CEO of NESTLE. 

In 2020 a global pandemic occurred, and left millions of people locked in their own homes. The global pandemic COVID-19 was dangerous for people and easily transmittable when in a group or by touching surfaces and handshakes. 

Hence, our company aims to continue support and satisfy its consumers in post-COVID world by offering the new coffee machine that is touchless and hand-free usable, perfect for offices and canteens, where many people gather at once. The need of this product is derived by considering the health and safety regulations on site placed by the government. The coffee will also be useful for residential homes, where these can be used by a single touch of your phone or tablet, connected via Bluetooth and used with a voice assistant. 

Currently, NESPRESSO generated around $7 billion for 2022 with a Net income of $1.5 billion (Cuofano,2023). The expected revenue after the launch of such coffee machine is expected to rise with further 5% for one year and 7.5 – 8% for the second year, and 10 – 12% for the third year. 



The legal organizational structure of NESTLE company: 
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Source: Organimi Inc.,2023 
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There are numerous major competitors of Nestle that are shown below, as well as some direct competition in the niche of instant coffee (NESCAFE). 
[image: ]

Expectedly, there are more competitors of NESTLE as Pepsico, Lindt, Amul, and many others (Chimnani,2019). Moreover, in terms of instant coffee niche, NESCAFE has specific rivalry as Douwe Egberts and Kenco for UK market (YouGov,2020). However, in terms of coffee machines market, the rivalry is fierce including Panasonic Malaysia, De’Longhi Appliances S.r.l., Electrolux, Morphy Richards India, Koninklijke Philips N.V. along with Nestlé Nespresso S.A. (Grand View Research,2020). 


As described by Guinchard (2016) a company’s capabilities to succeed on the market and create a sustainable success it ought to have four key characteristics as valuable that creates a product or service that in turn generates value for customers. Second one is to be rare product or service that is not accessible to all competitors, third one is inimitable, or to be difficult and expensive for competitors to reproduce and lastly, but not by importance is the organizational part and support of all employees ad experts who must be continuously well organized to sustain all three characteristics mentioned above Guinchard (2016).

To identify all four characteristics of NESTLE, Nespresso a VRIO analysis is proposed: 
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Recent research of Grand View Research (2020) outlined the expected growth of commercial coffee machines due to the increasing number of cafes and restaurants around the world along with the rapidly growing corporate sector that will enhance the demand even further. 
The global coffee machine is expected to see its highest spike in 2030 by 4.7% and with $6.2 billion for 2021 alone. 
Source: Ground View Research, 2020 
The research suggests that the demand for smart coffee machines is higher than ever due to their effortless utilisation, that have integrated Bluetooth, voice assistance and smart phone control over them (Ground View Research, 2020). 

Lower class and mid-class people can buy these coffee machines as their price range allow them to buy such machine at a reasonable price for a quality cup of coffee. The regional insights of coffee drinkers show that Asia Pacific, Europe are the largest market of all. 
[image: ]






[image: ]






Source: Ground View Research, 2020



	[bookmark: _Toc133595704]OPERATIONS AND MANAGEMENT TEAM OPERATIONS
[bookmark: _Toc133595705]Locations & Facilities

There will be a local storage in Belvedere, UK (Industrial zone) for the coffee machines that are manufactured in China using local rural development products, or derived by recycled plastic, as well as engineers of NESPRESSO. Nonetheless, the coffee machines will be ordered based on the demand of residents and offices. Machines will be designed to make coffees from both instant coffee and pods or capsules that are recyclable and reusable. 

[bookmark: _Toc133595706]Technology

In terms of technologies, the machines will be smart, touchless, and ill be able to connect via Bluetooth. That means a software of Nespresso ought to begin to follow up all machines that are connected and if they will require any additional maintenance or change of some parts. Nonetheless, there will be an e-commerce website, part of NESTLE’s official website, through which customers and buyers would like to look at the ranges of coffee machine that are good for both commercial use and homeowners. In addition, there will be an online payment system, based on which an order will be placed and delivered from China to UK for less than 7 days. Through the online website, there will be also promotion marketing campaigns, as well as additional marketing strategies. There will be a 24/7 customer service. 
Equipment and Tools
There is a need of delivery drivers who would safely deliver the machines to buyers, as well as instant coffee and coffee pods. 
[bookmark: _Toc133595707]Generating revenue 

The focus of the business model is to upgrade an already existing machine by adding technological improvements. Besides, the machines are invented to be in line with requirements of safety put in place by governments after the strike of COVID-19 that is identified as an actual cost or expenditure for the company itself. However, the main idea is to promote the reusable capsules as well, that are needed for making the coffee, or even the instant coffee. As identified by Shah (2020) NESPRESSO’s generated revenue is by selling machines at low price and later selling the coffee pods at recurring premium, known to ‘lock’ its customers for a long period of time. 
Such marketing strategy is created to generate reliable, constant income, which is similar to the identified ‘freemium’ trough which digital products and services are given for free with the aim to make revenue at later stage when upgraded services and added features (Shah,2020). 


[bookmark: _Toc133595708][image: ]MANAGEMENT TEAM



	[bookmark: _Toc133595709]MARKETING: 

[bookmark: _Toc133595710]Product: 
The coffee machine, as described above will be innovative, and touchless with Bluetooth and voice assistant, controlled via smart phones and tablets. It will be available to homeowners and offices, restaurants, or in other words commercial usage. Its lifecycle is expected to be around 3 years, as the Research and Development team of NESTLE is constantly offering and inventing new products and services. The coffee capsules, however, can be purchased based on individual preferences, wants and needs via the online platform.
[bookmark: _Toc133595711]Price: 
The price for the smart coffee machine itself will not be as costly as the pods or instant coffee that requires to be used for the creation of the perfect cup of ‘Italian coffee’. The basis for a coffee machine that is utilised in houses is with a range of £80 - £85 and those who are aimed at offices, restaurants, hotels, universities, even coffee shops and other hospitality and administrative areas is expected to be with a range of £300-350 with an inclusive package of new recyclable coffee pods. The actual pods may vary from £4 per box of pods to £80 depending on the size of the machine and where it is utilised. 

[image: ]








Further costs are expected to be for the delivery from one place to another (£20 for deliveries per day), however the coffee pods for homeowners may be found in supermarkets and shops, whereas the ones for commercial use will be ordered through the online platform/website of Nespresso. 

[bookmark: _Toc133595712]Promotional Mix: 
The first way to create awareness of the innovation is to create a marketing campaign that is about the new coffee machine. For instance, if you buy a new coffee machine for your own home, you can win a trip to New York for two (GLOBAL, 2023). If you buy a commercial coffee machine, you could win a salary of £30,000 for one year (DI,2022). Further ways to get to customers is by giving them vouchers and promotions for pods or coffee cups, or when buying in bulk to participate in a competition for different prizes as iphones, Jeep car, daily prizes as grocery vouchers (NESTLE, 2020b).  
[image: ]
[bookmark: _Toc133595713]Place (Distribution strategy): 
There are three main distribution channels to benefit from. The first one is the online platform that will allow customers to make their orders from any corner of the world, providing 24/7 customer services. Second way is through boutiques, that in fact are around 450 worldwide. Third option is through customer relation centres, though which coffee specialists connect with customers and provide an exceptional customer service (Nestlé Nespresso SA, Corporate Communications, 2016).






[image: ]Boutique in Selfridges, London. 



	[bookmark: _Toc133595714]FINANCIALS 
The funding will be derived from sponsorship with NESTLE (£400,000), and from own finances (150,000).
	
	Month 1
	Month 2
	Month 3
	Month 4
	Month 5
	Month 6

	Revenue (from your operations and marketing section)
	2,000,000 
	2,250,000
	3,000,000
	3,500,000
	3,600,000
	4,000,000

	Fixed Costs
(List out your fixed costs)
	400,000
	600,000
	700,000
	750,000
	750,000
	800,000

	Variable Costs
(List out your variable costs)
	150,000
	225,000
	300,000
	350,000
	350,000
	400,000

	Profit 
	1,450,000
	1,425,000
	2,000,000
	2,400,000
	2,500,000
	2,800,000
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[bookmark: _Toc133595716]PESTLE 

Political
[bookmark: _Hlk133593576]According to Guinchard, (2016) coffee is a major commodity that unify developing countries and developed ones by exporting and importing, however political instability may restrict the consistency of supply. Nonetheless, there is a need of lowering the trade tariffs and complete elimination of export restrictions.
Economic 
As stated by Guinchard, (2016) coffee industry is considered as a billion-dollar due to the dependency of developing economies to this market. For instance, Nespresso, Starbucks, and others are engaged into partnership with the fair-trade organization to achieve better trading conditions and promote sustainability. 
Social 
Coffee has a meaning to its consumers as it is seen not just as a simple hot beverage. In fact, is a culturally meaningful to its consumers who have the drink with its breakfast. Those who like coffee, are attached to its flavour, the way it is prepared and served. For example, 45 % of people of age 18-24 drink coffee daily, 57 % of people in the range of 25-39 and further 62% of people in age range 40-59 drink the hot beverage daily (Guinchard, 2016).
Technological 
The Research and Development activity is a major influence of coffee pods’ market as it allows them to gain better competitive position. More technological advancements are created in the industry as recycling procedures to reduce waste and wi-fi connection and remote coffee machines (Guinchard, 2016).
Legal 
Nespresso’s business activities are governed by international organizations who operate under all national laws and standards. The first one is the International Coffee Organization, whose aim is to strengthen the global coffee industry through international co-operation. Second one is the International Institute for Sustainable Development that is specialized on policy research and the third one is The European Coffee Federation that defines position of the coffee industry and promotes sustainability (Guinchard, 2016).
Environmental 
Although many people show interest to drink coffee, the coffee industry has a negative impact on the environment. For example, the production process creates huge volume of waste and water, the discharge from the processing plants causes large river pollution. The coffee capsules often go free to environment, without the chance to be recycled or decompose. Nespresso, however, is aiming to react quickly and establishes recycling points in order to minimize the negative impact and become environmentally friendly (Guinchard, 2016). 
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[bookmark: _Hlk133594622]
Source: Guinchard, (2016)




[bookmark: _Toc133595717]SWOT analysis 

Strengths 
As stated by Guinchard, (2016) the strengths of Nespresso are the high quality of the coffee pod market, along with the luxury and elegance association created in the consumers minds. Nonetheless, Nespresso is committed to improve its environmental performance and social progress. 
Weaknesses 
Guinchard, (2016) highlights that the capsules are at premium prices and selective distribution channels, which means that there are other cheaper accessible substitutes on the market. 
Opportunities 
The coffee pods are entering the market in the last five years, which bring awareness among its consumers (Guinchard, 2016). It is expected to enhance and diversify one organization from the competitors on the market.
Threats 
The threats are the change and increase of competition, along with cheaper products on the market (Guinchard, 2016).
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Source: Guinchard, (2016)
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NESTLE has almost 16,000 suppliers
globally, and all of them are obliged to
comply with the company’s responsible
(MBA  Skool

sourcing  standards

Team,2022). Since the company is
considered as a significant buyer, Nestle
has the power to negotiate beneficial
terms. In fact, goods can be easily
procured from other suppliers, if they
cannot come to an agreement with the first
ones. However, due to the risen awareness
of food trends among consumers, Nestle is
obliged to track whether its suppliers offer
organic products and if they source
responsibly, which gives more power to
suppliers (MBA Skool Team,2022). The

bargaining power of suppliers is medium.

The threat of new entrants is low
due to the brand awareness that

NESTLE possess over its
consumers.
Moreover,  the  company

continually spent money on its

marketing to consolidate its
position on the market and ensures
customer loyalty (MBA Skool

Team,2022).

Threat of substitutes

According to MBA  Skool
Team (2022) the threat of
Substitutes is considered to
high due to the availability of
cheaper brands that are owned
by locals offering flavours
closer to local cuisines and

beverages.

Individual consumers have

little

or no  power

considering the volume of

items consumed. However,

Ne

 supplies its products
through different channels
as retails and online, which
in fact gives some power to
consumers as they have
comparable options from

big retailers (MBA Skool

Team,2022). Hence, the
bargaining  power  of
consumer is low to

medium.
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Name of
competitor

Differentiation

Kraft Foods

The company’s focus is based on grocery products like sauces, chocolates, dairy products, deserts for
the markets in North America (Chimnani,2019).

Danone This French company’s distribution primarily involves baby food, coffee, dairy products, breakfast
cereals, pet foods, ice cream and dietary supplements. There is also a headquarter in Barcelona, Spain
(Chimnani,2019).

Unilever

It is a British-Dutch company that offers food and beverage, along with cleaning and personal care
products (Chimnani,2019).
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Organizational

Resources are valuable when they

help companies fo increase
customer value. Nestle's focus is
on the shared value by including
scctors  based  in  rural
development, water, and nutrition,
which builds concrete grounds for
performance  in  environment
sustainability and

(Peter, 2018)

compliance

Thee are the core competencies
of the company as quality of the
coffec and how to obain it, plus
drive for motivation and expertise
of R&D. Second one is the
relationship  (global

brand community, considered to

customer

be super-premivm brand) and
third one is sustainability as it has
sustainable

an approach to

development (Guinchard 2016).

Tn terms of Rareness, Nestle
possess a competifive advantage
due to its dedicated group of

scientists who have established

mumber  of  nutritional
technologies as  fermentation,
healthy fats, foam booster

technology and others (Peter,
2018).

To sustain all these abilities,
quality and products, the company
has well organised teams of
experts who constantly revise,
sesearch and develop innovative

approaches (Guinchard. 2016)
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Name Skills What do they bring to the firm
Stanislav Danailov Chief Executive Officer - CEO Recruiting, communicating values,
strategies, responsible for fixing prices,
directing the business, evaluate the
success of the organisation

Desislava Gicheva Admin and HR Manager Checking stocks, placing orders and
evaluating new products, carries out
induction and training to new members
and teams, arranging meetings and
appointments

Georgy Gichev Merchandize Manager Manages machine relations, market
visits, education and development of the
company'’s buying teams, ensures that
the right coffee pods and instant coffee
are safely delivered to all smart vending
machines, provides financial analyses,
budgets, reports.

Daniela Slavova Client Service Executive Serve and engage with clients via
emails, walk-in centres, phone calls,
manages administrative duties, deals
with the promotion of products,
campaigns, ensures accurate
information is provided.

Dimitrichka Ruskova Linguistic and warehouse Manager Observe sales and deliveries. Update
drivers for their routes, check, register
and order machines and pods to the
warehouse, deals with orders from

buzers, deals with comgliance.
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® Political instability of coffee manufacture countries

® Changes in import-export restrictions and tariffs

® Growing billion-dollar industry
® Strong dependency of both developed and developing markets

® Ageing trend of world’s population

® Coffee is culturally meaningful for its consumers

® Importance of R&D activity

® Protection of know-how

® Governments ruling on international trades and food safety, etc.
® Other supervisory bodies: ICO, IISD, ECF

® Enormous volume of material waste, water overuse and river pollution

® Difficulty in the capsules’ recycling
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