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[bookmark: _Toc237037226]Introduction
Coffee is extremely popular in the USA, with an estimated 67% of American adults drinking coffee every day (Baldwin, 2024). Nestlé is the world's leading food and beverage group while its coffee brand, Nescafé, is a top instant coffee brand. The report will be based on the Nescafé product of Nestlé in the USA and will employ strategic management concepts including PESTEL, VRIO, SWOT, Balanced Scorecard, Five Forces and Ansoff. Evaluate the present approach of Nestlé, external changes in the industry and internal strengths and weaknesses of the firm. This critical analysis is used to assess the strategy's fit and to recommend improvements to Nescafé's competitive advantages. Lastly, provide a Gibbs-reflection of the research and report preparation process.


[bookmark: _Toc237037227]Section 1: Strategic Evaluation and Industry Analysis
[bookmark: _Toc237037228]1.1 Organisational Context and Overview
The Nestlé S.A., a company that produces infant formulas, was established in 1866 in Vevey, Switzerland, by Henri Nestlé. In more than 150 years, Nestlé has grown into a global food and beverages company with total group sales in 2024 of CHF 91.4 billion (Nestlé, 2026). Nestlé's coffee was first introduced as a soluble powder by Max Morgenthaler, a Nestlé chemist, in 1938 to solve a massive overproduction of un-harvested coffee beans in Brazil (Bartsch and Pantoja, 2025). This commercial innovation was the founding of the soluble coffee industry worldwide.
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Image: NESCAFÉ (Mare, 2024)
Nestlé’s overarching corporate mission is to "unlock the power of food to enhance quality of life for everyone, today and for generations to come". It works in line with a global Nutrition, Health and Wellness strategy, emphasizing operational efficiency, constant product innovation and sustainable resource management (Bruno, 2025). Nescafé's international business model is based on R&D, direct sourcing from coffee farmers, automated processing plants, and high-density multi-channel retail distribution (Cohen, 2024).
Nescafé is Nestle's leading product which is a coffee brand developed in 1938 to produce a good instant coffee. Now sold in over 180 countries. Nescafé products in the USA feature classic instant, premium instant (Nescafé Gold) and single-serve blends. Nestlé emphasizes their focus on coffee as a business as demonstrated in the Nescafé Plan (sustainability programme) (Dudovskiy, 2023). Nestlé has historically sold its products in the United States via Nescafé and other brands and has subsequently acquired the rights to sell Starbucks packaged coffee products around the world (enhancing the in-home coffee business). Nescafé's value proposition is convenience and consistent taste, it is a product that appeals to consumers who like a quick, cheap cup at home (Dutta, He and Tsang, 2023).
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Figure 1: US Coffee Market (Mordor Intelligence, 2026)
The coffee industry globally is large and growing. The United States coffee market is projected to expand from USD 23.76 billion in 2025 to USD 24.98 billion in 2026, ultimately attaining USD 31.05 billion by 2031, with a compound annual growth rate of 4.45% (Mordor Intelligence, 2026). This expansion is rooted on premiumization, the adoption of third-wave coffee, and steadfast household demand despite surging arabica prices due to climate-induced supply disruptions in Brazil and Vietnam.
Over the past several years, consumption has been increasing, with 2024 data suggesting 67% of US adults drink coffee every day (Garima Sainger and Khan, 2025). Specialty coffee (such as lattes, cold brew) and single serve and ready-to-drink formats are important trends. Some of the biggest players in the United States coffee market include Starbucks, Dunkin (Inspire Brands), Keurig Dr. Pepper (Keurig machines and Green Mountain), JAB Holding's brands (Peet's and Jacobs Douwe Egberts), Kraft Heinz (Maxwell House and Gevalia), and private label store brands (Federico Angelo Triolo et al., 2023). Other brands of instant coffee that compete with it are Folgers (J.M. Smucker) and Maxwell House. Nestlé’s Nespresso (capsule coffee) brand also competes in the premium coffee segment. Industry analysts say Nestlé's brands (Nespresso and Keurig partnerships) are in direct competition with Starbucks in the at-home market. In instant coffee, Nescafé is also competing against other convenience coffee brands, such as Folgers, Starbucks VIA (instant) and Maxwell House, according to Mordor Intelligence. Nestlé's share of the USA market is solid, although it is not dominant in all segments: in-house (house-made) is dominated by Starbucks and Dunkin while coffee-shop (out-of-home) is dominated by Starbucks (Dudovskiy, 2023).
[bookmark: _Toc237037229]1.2 External and Internal Analysis
[bookmark: _Toc237037230]External Macro-Environment Analysis (PESTEL)
A thorough strategic analysis examines both external (industry and macro-environment) and internal factors. Use PESTEL to identify important Opportunities and Threats (external), and VRIO/Resource analysis to identify key Strengths and Weaknesses (internal).
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Figure 2: PESTLE Analysis (Iqbal, 2025)
External Analysis (PESTEL): The coffee market is influenced by many macro forces:
Political: The price of imports of green coffee into the United States is affected by international trade policy and geopolitical relations. More than 80% of the unroasted coffee entered into the U.S. is from Latin America, of which Brazil represents 35% and Colombia 27% (Mare, 2024). The risks of supply disruptions include foreign trade tariffs, import quotas, and political instability in the coffee-producing countries. In addition, the federal laws and regulations that demand human rights inspections, fair labour practices, and transparency up and down the supply chain put multinational roasters under obligation to have audit-trail mechanisms in place to monitor vendor compliance (Neilson and BIENABE, 2025).
Economic: Coffee demand is affected by consumer spending power and the economic cycles. Coffee is an affordable everyday product, and in the U.S. consumption of the beverage has remained steady or increased despite moderate inflation. Americans bought 26.3 million 60 kg bags of coffee in 2023, signifying solid demand, Mordor Intelligence reports (Neilson and Biénabe, 2026). Coffee is commodity sensitive: A high price for the coffee bean (because of bad harvests) can reduce margins. Nestlé has enough financial capacity to cope with a portion of the cost inflation (Nestlé, 2024). Opportunities: Economic growth results in increased income and can drive demand for premium or specialty coffees. This can be achieved through Nestlé's portfolio of Mid-to-High End products (Nescafé Gold, Nespresso). Threats: Economic downturns can push consumers to switch to lower-cost alternatives, causing competition. Nestlé (a Swiss co.) is also a victim of currency fluctuations, but Nestlé's sales in the USD might be a positive one for the Swiss parent (Oviedo-Rodríguez, Jansen and Vellema, 2025).
Social: Social trends are extremely significant for coffee. The coffee culture in the US is robust and it has been expanding, particularly within Millennials and Gen Z. But preferences are changing, as younger consumers are turning to specialty or "artisanal" coffee over instant. Specialty is the trend as a UK Gen Z survey in 2023 revealed that 33% of the generation said they would “never drink instant coffee again” (Oviedo-Rodríguez, Jansen and Vellema, 2023). Nearly half (46%) of adults in the US had a specialty coffee drink in the last day (Patil, 2026). Product selection is also driven by health awareness: consumers with a healthy focus prefer low-sugar or decaf products. Challenges: Sugar-free Nescafé products and high-quality blends is a new technology that should be developed and this can be done by the R&D efforts of Nestlé. Social media and influencer culture can be avenues to brand. Consumers who are concerned about origin and ethics share the focus of Nestlé on quality and sustainability (CSV) (Petar Reshovski, 2023). Threats: Changing tastes threaten mass-market instant coffee’s popularity. However, if youth are disinterested in Nestlé's brands, the market share might be lost.
Technological: Technology plays a significant and important role in the coffee. Coffee machines (single-serv, smart brews) drive consumption trends. Nestlé is involved through products like Nespresso machines and cooperation (e.g., Keurig). E-commerce and digital marketing are growing: Nestlé notes ~35% of North American coffee sales come online (Patil, 2026). Agricultural technology, which includes high-yield varieties of coffee and weather-resistant beans, is also essential on the production side, as is evident in Nestlé's work on new plantlets (330 million distributed since 2010) (Rebollo-Hernanz et al., 2023). Opportunities: Nestlé can reach customers directly, via online sales channels, and can also tailor products through data analytics. Smart packaging (eco-friendly materials, IoT-enabled machines) and R&D investments can generate new value for Nestlé. Competitors are also rapidly innovating (such as specialty coffee tech start-ups or other CPG firms). Rapidly changing trends such as mobile ordering, subscription products or even bean tracking on blockchain may be needed.
Environmental: Coffee is extremely susceptible to climate change and sustainability issues. Warming and extremes of weather can diminish beans production. The expansion of coffee planting without increased productivity threatens deforestation and biodiversity, warns Nestlé (Renard, 2022). Water scarcity can also impact coffee farming. In the meantime, consumers and regulators are demanding eco-friendly behaviours (recyclable packaging, low carbon footprint). Threats: Nescafé has no differentiation on sustainable sourcing. It follows a focus on protecting the environment by practicing regenerative agriculture (reducing fertilizer, promoting agroforestry) as part of its Nescafé Plan 2030 (Putri and Triyono, 2020). This builds brand trust. Threats: Non-compliance with environmental regulations can adversely affect reputation and boycotts. Climate-related supply chain disruptions are a significant risk.
Legal: Strong regulations are in place for food and beverage companies. In the USA, Nestlé will have to adhere to FDA and USDA regulations regarding ingredients, labelling and health claims (Rodgers, 2024). Intellectual property laws have an impact on brand protection (such as defending against the “Nescafé” trademarks). This is exemplified by recent problems (such as class-action suits over product labelling). Opportunities: Certifications (Fair Trade, Rainforest Alliance) can add to credibility and willingness of consumers to pay premiums (Rothaermel, 2024). Threats: Legal and compliance costs may be high. Examples include legal items (litigation, product recall), etc., in the case of Nestlé 2025. It shows how profitable legal proceedings can be in relation to infant formula, though.
[bookmark: _Toc237037231]Internal Capabilities Analysis (VRIO Framework)
To identify Nestlé’s internal resource strengths and core competencies capable of sustaining a competitive advantage for Nescafé in the United States, the Resource-Based View (RBV) is operationalized using the VRIO framework (Valuable, Rare, Inimitable, Organized).
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Figure 3: VRIO Framework (Bruno, 2025)
1. Proprietary Cold-Extraction R&D and Thermal Processing Capabilities
Nestlé has a well-established international R&D network with a focus on beverage technology. The specialized chemical and thermal engineering skills needed to develop cold-water-soluble coffee crystals (Ice Roast) and shelf-stable liquid espresso concentrates (300 ml bottles) are desirable because they meet consumer demand for convenience and cold coffee (Shi, 2023). The processing capabilities are unusual in the CPG sector and hard to replicate because of trade secrets, expensive and intensive capital investments, and patent issues of extraction equipment (Singh et al., 2021). These technologies are being used at scale and across the world by the global manufacturing organization of Nestlé, which provides a sustainable competitive advantage.
2. Global Coffee Alliance Strategic Licensing Agreement
Under the contract, Starbucks' business relationship with the Global Coffee Alliance gives Nestlé exclusive global rights to market, package and distribute coffee and tea products under the Starbucks brand (Yaqub, 2026). The resource is important because it provides Nestlé with the top brand equity of the retail coffee in North America. It is rare and legally unrivaled and no other FMCG company can match Starbucks' retail portfolio of licensed rights. This license is implemented in a global distribution network that enables Nestlé to capture high margin retail market share and thereby give them a sustained competitive advantage in the wider packaged coffee category (Sardjono, Selviyanti and Perdana, 2020).
3. Sustainable Direct Sourcing Architecture (Nescafé Plan 2030)
The Nescafé Plan offers direct connections to an inventory of more than 100,000 coffee growers worldwide, and delivers technical help, disease-resistant plantlets, and monetary rewards to promote sustainable cultivation methods (Yaqub, 2026). By 2024, Nescafé reached 32% of the world's coffee, compared to 2025's commitment of 20%, from farmers practicing regenerative agriculture (Patil, 2026). This sourcing architecture is useful as it can help prevent risks of crop failure due to climate change and helps achieve company carbon reduction targets. Competitors like J.M. Smucker and JDE Peet's can develop a sustainable sourcing program over time, which gives them a short-term competitive edge.
4. Mass Retail Distribution Scale and Grocery Shelf-Space Dominance
Nestle's commercial scale enables it to be available in the U.S. market in 44.2% of supermarket and hypermarket coffee channels nationally (Oviedo-Rodríguez, Jansen and Vellema, 2025). This distribution network is beneficial for visibility of the product and negotiating retail slotting allowances. But distribution is not a rarity or untouchable, as big consumer goods competitors (Kraft Heinz, The J.M. Smucker Company) have nationwide distribution networks in the same supermarket channel, creating competitive parity (Datta, 2020).
5. Legacy U.S. Brand Equity and Cultural Perception of Nescafé
In the U.S., consumer perception of the Nescafé brand is linked to traditional, low-end instant coffee powder, not high-quality specialty coffees. This legacy brand image is an internal constraint in a market where roast and ground coffee accounts for 38.4% of sales and specialty coffee spending is a more urban demographic (Garima Sainger and Khan, 2025). The traditional brand equity is less relevant for contemporary coffee consumers' expectations of the barista experience than it is for specialty roasters and thus needs to be continually repositioned with sub-brands like Nescafé Gold (Gois, Thomé and Balogh, 2022).
Table: VRIO Summary
	Internal resource or capability
	V
	R
	I
	O
	Competitive implication
	Impact on U.S. market

	Cold-extraction and liquid-processing R&D
	Yes
	Yes
	Yes
	Yes
	Sustained advantage
	Differentiates Nescafé Ice Roast and Espresso Concentrates

	Global Coffee Alliance and Starbucks rights
	Yes
	Yes
	Yes
	Yes
	Sustained advantage
	Increases high-margin grocery market share

	Regenerative Sourcing Network (Nescafé Plan)
	Yes
	Yes
	No
	Yes
	Temporary advantage
	Improves raw-material access and ESG credibility

	Mass-retail distribution network
	Yes
	No
	No
	Yes
	Competitive parity
	Ensures nationwide supermarket availability

	Traditional U.S. instant-coffee image
	No
	No
	No
	Yes
	Competitive disadvantage
	Limits growth against specialty coffee brands



[bookmark: _Toc237037232]SWOT Analysis
Integrating external PESTEL drivers with internal VRIO capabilities yields a SWOT matrix for Nescafé in the United States coffee market, pairing internal strengths and weaknesses with external opportunities and threats.
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Figure 4: SWOT Analysis (Business research methodology, 2019)
Internal Strengths
· Proprietary R&D in the areas of cold-extraction technologies, liquid espresso concentrates, and cold-dissolving coffee crystals (Baldwin, 2024).
· Multi-location manufacturing scale for cost efficiencies throughout high volume beverage manufacturing facilities (Bartsch and Pantoja, 2025).
· The Nescafé Plan 2030 is a sustainable sourcing architecture with 32% of the coffee sourced from regenerative farms (Neilson and BIENABE, 2025).
· Wide mass distribution through supermarket and hypermarket outlets in the U.S.
Internal Weaknesses
· The legacy perception in the U.S. that instant coffee is of lower caliber as a commodity.
· Historical under penetration in the major U.S. roast & ground market compared with Folgers and Maxwell House (Cohen, 2024).
· Greater reliance on traditional retail grocery stores than on new direct-to-consumer digital subscription marketing models (Bruno, 2025).
· A complex portfolio with marketing management at both value (Clásico) and premium (Gold) levels.
External Opportunities
· Expanding U.S. demand for liquid coffee concentrates ($4.8B market expanding at 6.4% CAGR) (Garima Sainger and Khan, 2025).
· Macroeconomic cost avoidance driving a pivot toward home brewing (69% daily rate) (Nestlé, 2026).
· Gen Z and Millennial adoption of iced coffee, cold brew, and custom espresso beverages.
· Expansion of high-margin e-commerce channels and direct-to-consumer digital sales platforms.
External Threats
· Intense price rivalry in traditional ground coffee from low-cost leaders (Folgers) and private label brands.
· Green coffee commodity price volatility caused by adverse weather and climate change in Brazil and Colombia (Nestlé, 2024).
· Proliferation of boutique "brewless" coffee crystal startups and functional coffee entrants.
· High retailer bargaining power control over shelf-space allocation and slotting fees in mass supermarkets (Petar Reshovski, 2023).
[bookmark: _Toc237037233]1.3 CSR Strategy and Balanced Scorecard
[bookmark: _Toc237037234]Corporate Social Responsibility (CSR) Strategy
Nestlé is implementing CSR through an integrated approach, using its Creating Shared Value (CSV) strategy. CSV is doing the right thing, for the social or environmental good, that also supports Nestlé's business.
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Figure 5: Nestlé Creating Shared Value (Putri and Triyono, 2020)
For instance, Nestlé's goal is to “make the lives of our consumers better” from their food and beverage products. The company's CSV is based on three areas: nutrition, water and supporting communities (rural development) (Dutta, He and Tsang, 2023). This strategy is closely linked with business goals: Nutrition and health provides brand value, investing in farmer communities helps ensure supply chains, and water stewardship helps to ensure the protection of resources for production (Dudovskiy, 2023).
This is reflected in the specific programmes that Nestlé has for Nescafé. The Nescafé Plan 2030 is one of the most important CSR initiatives. Nescafé is assisting coffee cultivators in adopting methods such as enhanced fertilisation, soil coverage, mulching, and composting to boost productivity and save expenses (Federico Angelo Triolo et al., 2023). The use of these methods is contributing to a decrease in greenhouse gas emissions (GHG) in coffee. In 2024, those involved in the Nescafé Plan accomplished a decrease of 20% to 40% in greenhouse gas emissions per kilogram of green coffee (Garima Sainger and Khan, 2025). The Nescafé Plan is “an integrated action plan to support a more inclusive future for our coffee value chains,” which includes a number of practices from regenerative agriculture, such as agroforestry, optimized use of fertiliser and more, to help farmers lower their carbon emissions, increase their income and enhance their resilience. Since 2010, Nestlé has already been able to distribute more than 330 million plantlets of the disease-resistant coffee, and renovated 150,000 hectares of farms (Gois, Thomé and Balogh, 2022). The initiatives have boosted productivity (for Nestlé's coffee purchasing) and also addressed consumer and regulatory expectation for sustainability. Nestlé has proven successful through industry recognition: In 2023, Nestlé was named top company in the ‘coffee sustainability’ industry index (Nestlé, 2026).
To summarize, there is a close linkage between Nestlé's business strategy and its CSR (CSV) strategy. It helps to improve farmer livelihood and environmental practices, which in turn provides a more reliable and high-quality coffee supply (strength), lowers risk associated with social/environmental issues and improves brand image. That CSR and corporate objectives align, is an example of the competitive way of going about it: solving social problems is a business advantage. A potential weakness is that these CSR programs need to be continued and need to be seen to make a bottom-line difference to the business of Nestlé and meet stakeholder needs but overall, the CSR strategy is a strength of Nestlé's strategy.


[bookmark: _Toc237037235]Balanced Scorecard Perspective Analysis
The Balanced Scorecard (BSC) framework can be used to help track both the financial and non-financial objectives of Nestlé to manage performance. The four perspectives (Financial, Customer, Internal Process, Learning & Growth) each have strategic objectives, KPIs, targets and initiatives (Lynch, 2021). These should be in line with Nestlé's mission and strategy in Nescafé.
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Figure 6: Balanced Scorecard Model (Sardjono, Selviyanti and Perdana, 2020)
Financial Perspective
The goals for Nescafé are to increase their revenue, return on investment and profit. Annual sales growth rate and margin percentage are examples of KPIs. For instance, Nestlé North America coffee sales grew with a 10.7% 3-year CAGR (Mordor Intelligence, 2026). The goal may be to grow revenue by 5% per year, and to maintain the operating margin at a steady level (e.g., ~16%) (Patil, 2026). Examples of initiatives are cost-saving programs (Nestlé's “Fuel for Growth” saved CHF1.1 billion in 2025) and new products (e.g., premium Nescafé flavors) (Neilson and Biénabe, 2026). These are all tracked to ensure profitability allows reinvestments to be made.
Customer Perspective
Consumer satisfaction, market share, and brand loyalty are objectives. Key KPIs could be Nescafé’s market share in relevant segments (e.g., instant coffee) and customer satisfaction/Net Promoter Score. Today, Nestlé accounts for ~35% of in-home consumption of coffee, and there is a target to grow this. Other KPI's: distribution coverage (percentage of stores that carry Nescafé), Online engagement metrics, or loyalty program participation (Rebollo-Hernanz et al., 2023). These can take the form of marketing campaigns (such as Nescafé's “Right Sachet for the Life You Choose” campaign) as well as product improvements. The idea is that good customer numbers result in repeat buying and high prices.
Internal Business Process Perspective
Objectives include: Operational efficiency, Innovation processes, Quality. Any KPIs would be related to new product development (e.g., new Nescafé SKUs per year), production efficiency (e.g., units produced per labour hour), or supply-chain indicators (e.g., percentage of coffee certified sustainable). For instance, Nestlé's ongoing innovation is demonstrated in recent offerings such as Nescafé Gold Rich Caramel and Smooth Vanilla (sugar-free) (Datta, 2020). The goals could include bringing in a certain number of new variants each year, or increasing the cost efficiency of the supply chain by X% (Shi, 2023). The investments here relate to R&D, which, at Nestlé, stood at 1.8% of sales in 2025, and lean manufacturing projects (Rodgers, 2024). Processes are efficient, and products are quality and available to meet customer and financial needs.
Learning & Growth (Organisational Capacity)
Objectives are linked to the skill of the employees, the culture of the company and the ability to build the company. Training hours per employee, employee engagement scores, or R&D productivity measures could be used as KPIs. The focus on training suppliers and employees adds to this. For instance, Nestlé has agronomists teach farmers on good agricultural practices this is not only process improvement but learning (Petar Reshovski, 2023). Target settings can be based on achieving full certification of relevant personnel regarding sustainable practice or a proportion of new product sales (which is indicative of the success of R&D) (Neilson and BIENABE, 2025). Initiatives include workforce development programs and leadership development. Nestlé can build its capability to sustain innovation and adaptation, such as training marketers to upskill in ecommerce skills to achieve the target of getting that 35% penetration (Rebollo-Hernanz et al., 2023).
Theory of the Balanced Scorecard will emphasize that indeed financial and customer benefits are results of good internal processes and organisation learning. To Nestlé, it's about a virtuous cycle: invest in people and processes (Learning/Growth, Internal) to develop great products and services (Customer) to deliver financial results. If BSC metrics are to be linked to Nestlé's mission, indicators of health-related product development and sustainability are to be tracked for each of the perspectives.
[bookmark: _Toc237037236]1.4 Strategic Choices and Implementation
[bookmark: _Toc237037237]Business-Level Strategies: Differentiation
At a business unit level (coffee/Nescafé), Nestlé has the option to implement one of Porter's generic strategies: cost leadership, differentiation, or focus. Nescafé's context implies that differentiation is relevant. There is a wide variety of Nestlé coffees available, but it is their reputation, quality and sustainability that sets them apart (Mare, 2024). The company's differentiation is based on product quality (e.g., new flavors) and ethical sourcing. Meanwhile, Nestlé's size also provides it with cost benefits (which is a quasi-hybrid strategy) but branding is its main attraction. Some examples include Nestlé's Nescafé Gold which is a high-quality instant coffee. Some product lines (such as organic coffee) may benefit from a focus strategy as well (Lynch, 2021).
[bookmark: _Toc237037238]Five Forces and Ansoff’s Matrix Analysis
Porter’s Five Forces helps validate strategic direction. In the US coffee market:
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Figure 7: Porter's Five Forces Analysis (Dudovskiy, 2017)
Rivalry is intense. There are many strong competitors (Starbucks, Dunkin’, Kraft/JDE, Keurig/Green Mountain, private labels) (Jin, 2023). This high rivalry forces innovation and marketing to maintain share.
Buyer power is moderate to high. Retailers (supermarkets, online platforms) have many supplier choices and could switch if terms improve elsewhere (Gois, Thomé and Balogh, 2022). Consumers have alternatives (coffee, tea, drinks) and are price-sensitive at commodity levels.
Supplier power is moderate. Coffee bean growers are numerous, but climate risks make supply concentrated in few countries. Nestlé’s investment in farmer programs reduces some supplier power, but poor harvests globally could give growers more bargaining power (higher prices) (Garima Sainger and Khan, 2025).
Threat of new entrants is low. Building a brand at Nestlé’s scale and distribution reach is difficult. Entry requires large capital and years to develop brand trust, so few competitors will emerge to challenge Nestlé’s core instant coffee business (Federico Angelo Triolo et al., 2023).
Threat of substitutes is moderate. Other beverages (tea, energy drinks, chocolate) and out-of-home coffee (cafés) are substitutes. The long-term trend shows more people drinking coffee outside, which competes with at-home products.
Ansoff’s Matrix explores growth options. For Nescafé in the USA, relevant strategies include:
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Figure 8: Ansoff Matrix (Dudovskiy, 2023)
Market Penetration
Increase market share of current products in existing markets. This may include intensive marketing, promotion or distribution. Nestlé may look to steal share from competitors (e.g., emphasising the sustainability of Nescafé or promoting it in-store) (Dutta, He and Tsang, 2023).
Product Development
Expand into existing market with new products. This is a strategy that they are already following for example, recent introductions such as Nestlé Nescafé Gold Rich Caramel and Smooth Vanilla (sugar free) (Dudovskiy, 2023). Continuing to develop flavors, convenient formats (instant pods, ready-to-drink coffee) fits this strategy.
Market Development
Sell current products to new market segments or geographies. It could be new audiences (e.g., launching marketing campaigns on social media or partnering with trendy brands) and new channels (Bartsch and Pantoja, 2025). For instance, Nestlé's agreement with Starbucks (Starbucks branding of packaged coffee) reached into Starbucks' purview of loyal customers.
Diversification
New product in new market. Nescafé might expand into nearby markets such as coffee machines that are branded with the name of Nescafé or coffee flavored snacks, but these markets are riskier (Baldwin, 2024). Nestlé's diversification in related areas in the past (partnership with Kraft in peanut butter, Nestlé toll house cookies) is likely to continue, but growth for Nescafé remains in coffee.
[bookmark: _Toc237037239]Recommended Strategy and Implementation
The strategy suggested for Nescafé in the USA is a differentiation strategy with premiumization and sustainability, with a targeted market expansion. It means to continue to sell Nescafé not only as a traditional instant coffee product, but as a quality and innovative coffee product. Actions include:
Innovation and Product Leadership: Expand on new Nescafé products (specialty, healthier, single serve) to meet specialty trends. For instance, high quality instant lines, such as “craft instant”, or convenience innovations, like barista quality pods (Singh et al., 2021).
Sustainability Branding: Use Nescafé Plan as a marketing tool. Ethically sourced coffee is a more valuable product for consumers.
Channel Expansion: Tackle e-commerce and other alternative channels of retail. Nestlé already has 35% online sales in North America’s coffee, which could grow by focusing on digital marketing and subscriptions (coffee delivery) (Rothaermel, 2024).
Cost and Efficiency: Continue to be cost leader in the production of basic products to provide competitive pricing. Utilize instruments such as Nestlé's “Fuel for Growth” (continue cost-saving programmes) to enable profits to support differentiation (Rodgers, 2024).
Strategic Partnerships: Expand partnerships such as Starbucks. Perhaps partner with other coffee companies or websites to co-brand Nescafé, and gain new customers.
Customer Engagement: Use lifestyle marketing for a younger target group. For instance, involve social boffins or initiate a new ‘Nescafé Creators’ challenge for coffee creations (Renard, 2022). This is to counter the threat of Gen Z trends by making instant coffee trendy.
Potential implementation challenges include:
Changing Consumer Behavior: It's hard to reverse the trend of the image of instant coffee, particularly amongst young people. Nestlé may require a continued marketing campaign and possibly a rebranded campaign to demonstrate that instant coffee is modern (Putri and Triyono, 2020). Mitigation: Partner with cool brands or become part of a “craft instant” program (like Nescafé did with specialty roasters in the UK).
Supply Chain Constraints: Growing the volume (more products or channels) may stress the suppliers if they have to keep up with sustainability standards. Mitigation: Keep investing in farmer programs, which involve education, better plantlets, and so on, to improve yield and stability (Petar Reshovski, 2023). Diversify suppliers geographically to reduce climate risk.
Cost vs Differentiation Balance: It is possible that the increase in product quality and sustainability will come at a price, but Nestlé can still compete on price. Mitigation: Target premiums for higher margin, target lower end products using scale to keep them affordable (Oviedo-Rodríguez, Jansen and Vellema, 2025). Efficient operations, such as Nestlé's ongoing cost reduction, also play a part.
Organisational Alignment: In a large organisation, there may be challenges in making sure all the business units and partners implement the strategy consistently (R&D, marketing, CSR teams). Mitigation: Have internal cascading of objectives and KPIs for each department using the Balanced Scorecard approach, for instance, aligning R&D objectives with marketing objectives for differentiation (Neilson and BIENABE, 2025). Continuous strategic reviews will maintain alignment.


[bookmark: _Toc237037240]2. Reflection (Gibbs Cycle)
Gibbs' Reflective Cycle (1988) is used to critically assess this strategy report's research, diagnostic analysis, and document construction. The framework divides self-reflection into Description, Feelings, Evaluation, Analysis, Conclusion, and Action Plan.
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Figure 9: Gibbs' Reflective Cycle (Dutta, He and Tsang, 2023)
Description
To create this report, I went through a sequential procedure for research and writing. The first step was to find relevant, credible data about Nestlé and the US coffee market from their own publications, industry statistics and academic/analytical articles. Key frameworks identified based on the assignment requirements are PESTEL, VRIO, SWOT, Balanced Scorecard, Porter’s Five Forces and Ansoff. I then arranged the report sections as directed, making sure that each point was covered. Strengths and weaknesses were identified with PESTEL (external factors) and VRIO (internal resources) and opportunities and threats were compiled. In the CSR and the Balanced Scorecard part, I looked up the theory of BSC and the strategy of CSV on Nestle. In the strategic options section, industry frameworks were used to assess Nestlé's positioning. I also gathered the necessary data and quotes throughout and chose images to support my argument. Lastly, I wrote conclusions and engaged in reflection on the process, based on Gibbs' reflective cycle.
Feelings
I started from a strong point of view since I had information on both Nestlé and coffee markets. Sometimes it took me a while to find fresh data, coffee data is very current, and to find reliable sources, particularly when it came to more obscure topics such as the market share of Nescafé. But getting solid data was gratifying. I also was a little nervous about keeping it detailed and making it clear, trying to keep it “simple academic” to make it clear. It was a lot of fun to embed images so that they are relevant to the text, but are interesting to look at as well.
Evaluation
The structure, which was suggested in the instructions, was successful I had to address all the areas required and the outline helped me to do this in a systematic manner. Bullet lists (PESTEL and SWOT) were used to organize ideas and accommodate the “easy to scan” requirement. Quotes from authoritative sources (industry reports, Nestlé's own materials) were used to enhance credibility. The analysis was concrete as examples of real-world applications (new products, surveys) were used.
The challenges were to condense vast amounts of information into succinct words. In some parts (Balanced Scorecard) I had to find examples of what it would look like in practice (KPIs, initiatives). Research on recent academic sources relating to Nescafé was scarce, so I used industry data and Nestlé publications. The other factor was time management each section was given the same number of words and no section went over.
Analysis
My strong points in my work were being thorough and coherent. I always made the connection between theory and Nestlé's case. The analysis was done with the support of the frameworks which ensured objectivity. I made sure to include the theory and real-life examples to support recommendations (e.g., new flavors and partnerships for Nescafé). Use of multiple sources: doesn't rely on one source.

A second weakness was the use of some secondary sources (market research sites) which are not peer-reviewed, but I tried to counteract this by checking facts against official data where it could be done, (e.g., NCA data, Nestlé reports etc). Another constraint was the width a lot of this required some parts to be less detailed rather than descriptive. I could have included interviews or case studies of how Nestlé has executed its strategy, if I had had more time.
Conclusion
To sum up, this process gave me insight into the way in which academic models and industry information can be combined to create a strategic analysis. I discovered that if I had to write a big report I would need to be prepared and have a structure. Also, I learned the importance of quoting authoritative and updated sources for each and every point The Gibbs cycle emphasized the need to consider how feelings and how methods can be improved in order to improve future work.
Action Plan
If a report like this had to be done again, I'd begin the data collection process earlier and give myself more time to conduct academic journal research (e.g., consumer psychology of coffee, sustainable business models, etc.). I would also contact professors or professionals for insight to give it depth as well. I would tone it down a bit more perhaps get a few peers to check it to make sure the “simple academic” style is in the ballpark.
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