Limone, industry analysis

Task 5: Analyse the industry of your startup business by applying Porter’s Five Forces model.

Instructions:
1. Describe each of the five forces in Porter’s model (Threat of New Entrants, Bargaining Power of Suppliers, Bargaining Power of Buyers, Threat of Substitute Products or Services, and Industry Rivalry).
2. Apply each force specifically to the industry of your startup. Discuss whether each force is high, medium, or low for your industry and explain why. Use specific examples or market characteristics to support your analysis


1a. Threat of new entry: analysis of what the possible challenges would be when    entering a business sector, what has to be faced is the initial costs, the actual knowledge about the industry, how in reality will be easy to make to business profitable
1b. Bargaining power of suppliers: the number of suppliers in our portfolio and their size, how unique are services and products offered, the potential costs in changing suppliers
1c. Threat of substitute: are the costs going to go high? Will the quality be kept at the same level?
1d. Bargaining power of buyers: daily average customers numbers and their average spending, the differences from other competitors, the ability to potentially substitute the products
1e. Industry rivalry: how many competitors are in the neighbourhood, the difference in the quality of the products, customer loyalty

2a. The main challenges when entering the Market will be: (Medium)
· Staff recruit, train and retention (massive issue especially after Brexit/ pandemic, for many business)
· Enough capital to cover the opening costs including staff salary, initial equipment investments, initial food/beverage cost for stock and future purchasing to be covered with enough capital
· Trough staff training has to be ensure an high level of competency in techniques and products knowledge in order to ensure to be recognized as high quality Italian products and hospitality business

2b. The bargaining power of suppliers: (Medium)
· The number of suppliers and their size that we have in our portfolio will give us leverage to reduce the cost of the goods we are buying giving us a better food/ beverage cost percentage ( the percentage of food/ beverage cost we are looking for would have to be lower than 27%) 
· food/beverage cost percentage: NET FOOD PRICE SALE = (SELLING PRICE/ 1.2) FOOD COST/ NET FOOD PRICE SALE
· The potential costs in changing products from different suppliers can go both ways: renegotiate the price for a similar product with another supplier agreeing to get it from them if they could reduce the price we are paying at the moment with the actual supplier. At the same time if our actual supplier has a shortage and we need the product we might ending up paying more money.

2c. Getting a certain product from our usual / chosen supplier will help keep consistency in the business. (Medium)
As mentioned shortage in the suppliers chain can happen sometimes.
I personally experience a shortage in the supplier chain from one of the suppliers I have been using in the kitchen I manage in an hotel in London. They didn’t have any frozen croissants in stock for the whole month of December 2021, so the urgence of finding another supplier. In this case the new supplier I have found this particular one having higher quality but far more higher prices, increasing the overall food cost which had been kept within the budget but reducing the overall net revenue

2d. bargaining power of buyers: (Medium)
· The average spending per person and the amount of customer on an average daily basis would be something to keep checking. Offering coffee and food a strong but subtle marketing will have to be put in place.
For instance, if a customer asks for just a single espresso in a nice and friendly way a pain au chocolate can be offered ( a specific product not just a croissant in general). 20% of the customer they might accept the suggestion (I have learned this technique in Caffe Nero in London more than 15 years ago). This and other techniques will help increase the average spending from customer reaching the level or revenue we wants to achieve
· The differences between us and the local competitors would be crucial. Differentiate ourself from just another coffee shop will go deep into details like: Fairtrade Brazilian coffee, baristas will be fully trained and a professional high quality coffee machine. The cool deco of the coffee shop and the small retail section with high end Italian products.

2e. Industry rivalry:
· How many competitors are in the neighbourhood, differentiate the products / customer service offered being high end products based and friendly/ family customers service orientated
· Through these 2 business core (high quality in products and customer service) we want to constantly grow the fan/ customer base making the business a place where as many people want to go and spend money 

