Caffè Nero-
Competitive Environment Analysis Using Porter’s Five Forces 

With a growth of 7.3% and forecasts of a 29% increase in sales within the next 5 years the United Kingdom’s coffee shops market is set up for success.
The three major branded coffee store chains in the United Kingdom are Costa Coffee, Starbucks Coffee and Caffè Nero with sales that rose by 47%, up from 2.4 billion in 2011 to a record of 4 billion in 2017 and together accounting for 52.9% share of the total branded chain market.
The threat of new entry
The Degree of difficulty to enter a new market is it most often the major factor influencing competition. Therefore, new organisations would access a market if they can do this at little to no cost for an increased level of returns. (Ian Brooks, 2011)
The required financial investments are significantly high so there is little threat from new entrants to be capable to achieve economies of scale and threaten Caffè Nero’s position. In addition, the market is saturated enough with the existing players. 

Competitive Rivalry
Organisations operating within the same industry, trading almost identical products and targeting similar customers can be described as competitors. (Chen, 1996)
Within the coffee market industry, there has been significant competition over the years, not only from the big companies such as Costa Coffee, Starbucks but also from the increasing number of coffee retailers like Tesco and Morrisons, fast-food chains as McDonald's and independent artisanal coffee shops.
These retail and fast-food organisations have fast achieved economies of scale by reducing their unit costs of production and yielding higher revenues which in turn they use to finance the development of new categories of beverages which often are accompanied by fresh in-house baked goods targeting consumers that are out for shopping or eating. (George Stonehouse, 2004)
The many independent artisanal coffee shops are also posing a direct risk to the Caffè Nero’s market share dominance by focusing solely on delivering an excellent customer experience by being culturally locally embedded and having closer social ties with the consumer.
“Today, practices of consumption constitute one of the means by which groups construct diverse identities and selves” (Howes, 2002)


The bargaining power of suppliers 
The bargaining power of suppliers is one of the most critical of the 5 forces shaping the competitive nature of the coffee industry. (Dowlatshahi, 1999)
The main supplier for Caffè Nero is Coburg who is part of Tudeley Holdings Ltd., who grow Arabica coffee on their three estates near Mt. Kilimanjaro in Tanzania and importing coffee beans from Brazil, Colombia, and most of Central America, as well as from Africa, India and Vietnam. 
Coburg is also importing coffee for their own label but also for other organisations, most notorious Mokarabika.
Caffè Nero also employs their own buyer who deals directly with the farmers and making sure that the outsourced coffee is it meeting the required criteria of being Fairtrade, Rainforest Alliance and Organic standards.
Caffè Nero is recruiting their own personnel within one week “in-house” training.
The bargaining power of buyers 
Having a wide extensive selection of their products at different prices from different branded and non-branded shops is it an advantage for consumers as is it putting them in control to switch where their expenditure goes and representing a disadvantage for Caffe Nero as is resulting in reduced demand for their products which in turn limits profit earning and restraining the company from potential growth.
There is also an increased likelihood of coffee consumers to shop locally at artisan coffee stores and engage in word of mouth advertising against national chains if they are perceiving them as threats to the local stores. (Young K. Kim, 2015)
Studies on changes in the consumer demand are not only revealing a willingness to pay a premium for an excellent coffee and warm atmosphere but also for coffee that is ethically sourced. Making the buyer feeling a socially embedded individual. (Morris, 2013)
Threat of Substitution
There are several products that can substitute the use of coffee, such as tea, cola beverages, smoothies and energy drinks but there are none of these products that can match the coffee’s value proposition.
Consumers not only seek the mental improvements in alertness, concentration and fatigue provided by the caffeine stimulant but they also crave the social interaction that comes along with the purchase of the coffee. (Masood Sadiq Butt, 2011)
The development and arrival of the home coffee machines make it cost-efficient and convenient for 51% of coffee drinkers to enjoy a wide variety of coffees within the convenience of their home, which in turn may affect in-store sales. (Caddy, 2017)
 Still, the potential that consumers will replace in shop coffee consumption with a substitute is low.

Conclusion

Consumer demand for coffee continues to rise and the number of coffee shops in the UK is forecasted
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