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Starbucks, an international coffee company, withholds a high reputation within the coffee industry and is well respected as one of the world’s leading coffee companies.  With over 22,000 stores worldwide and operating in 70 different countries (Schultz , 2018) it is evident that Starbucks maintains its high reputation amongst millions of people.  Porter suggested that “five main forces shape competition at the level of strategic business units and that a systematic analysis of each in turn can help managers identify the keys to competitiveness in their particular industry.” (Hooley, et al., 2008).  “The extended rivalry that results from all five forces defines an industry’s structure and shapes the nature of competitive interaction within an industry” (Porter, 2005).  If an organisation is to be analysed in terms of its potential success and competitive environment then one must do so with this framework in mind, ultimately leading to an accurate consensus.
The threat of entry is one of the five forces and is usually the first one addressed.  The level of difficulty of entrance into a specific industry will determine how competitive the market is.  “The threat of new entrants into an industry can force current players to keep prices down and spend more to retain customers”, ensuring that regularity is obtained when appealing to customers (Magretta, 2010).  Some examples of entry barriers that need to be addressed include economies of scale, access to supply and distribution channels, experience, differentiation and market penetration costs, expected retaliation from incumbents, and government legislative restrictions.  There are thousands of different coffee companies within the industry, many of which are very successful such as Costa, Tim Horton’s, Bewley’s and Lavazza Coffee.  Therefore, the retaliation from incumbents would be high, resulting in potential entrants being put off from entering the industry.  Also, due to the size of Starbucks it is evident that the company has access to a large amount of suppliers.  However, the cost of initially starting in a new coffee brand is not that high, which can explain why there is a large number of coffee shops at local level.  This results in the market being saturated at local level, but the possibility of small coffee brands becoming internationally successful is small due to Starbucks’ large market share.  Therefore, the threat of new entry into this particular industry is moderate as the start-up costs for a new coffee brand is low, leading to a large number of coffee companies at local level, yet the difficulty in smaller coffee brands reaching the level of success that Starbucks has is high due to Starbucks’ considerable prestige.              
In addition to the threat of new entrants, another one of Porter’s five forces is the threat of substitutes.  “A substitute product is a product from another industry that offers similar benefits to the consumer as the product produced by the firms within the industry” (Wilkinson, 2014).  As a result of this, substitutes have the ability to decrease demand for a particular product, which would result in a major shift in market share for specific companies.  Due to the fact that Starbucks is company that focuses on the sale of coffee it means that any other type of drink is a possible substitute.  For example, one of the most successful and popular pubs in the UK is Wetherspoons, with a turnover of £1,661m as of July 2017 (Martin, 2014) and total sales increasing by 4.3% at the beginning of January 2018 compared to the previous year (Whitley, 2018).  As clarified, Wetherspoons clearly attracts a large volume of customers on a daily basis and offers a wide range of beverages.  This is just one example of the threat of substitutes in the coffee industry demonstrates that there are alternatives to purchasing Starbucks products, resulting in a high threat of substitutes.  Also, the cost making a homemade coffee are very low, which RESULTS in another option for consumers.  This unquestionably adds to the level of threat from substitutes.  Subsequently, the threat of substitutes is relatively high due to the vast array of alternative forms of beverages and the considerably wide availability of them.  
The bargaining power of buyers “can capture more value by forcing down prices, demanding better quality or more service (thereby driving up costs) and generally playing industry participants off against one another, all at the expense of industry profitability.” (Porter, 2005).  In terms of the bargaining power of Starbucks shareholders, there is a relatively low degree of threat primarily due to the fact that one individual purchase of a Starbucks product is small.  As a result of Starbucks having a LARGE number of customers, one individual purchase does not make a substantial difference to the overall profitability of the company.  However, due to the high probability of vertical integration it can be argued that the bargaining power of buyers is high, but this can be counteracted by THE FACT THAT Starbucks has a customer base that seeks premium quality products and is WILLING to pay more in order to receive a good quality service.  Thus, resulting in the bargaining power of buyers to be low.        
The bargaining power of suppliers yet another aspect of Porter’s five forces.  “When suppliers have bargaining power, they can apply pressure on a company by charging higher prices, adjusting the quality of the product or controlling availability and deliver times.” (Martin, 2014).  Starbucks eliminates any mediators and works directly with the coffee farmers in order to gain substantial control over its supply chain, rendering the bargaining power of suppliers as low.  The additional evidence that demonstrates this is that Starbucks has a large number of different suppliers, creating a vast amount of choice for the company when purchasing supplies.      
The level of monopolistic competition within this particular industry and the large number of companies competing for market share results in a high degree of competitive rivalry.  “In markets where customers see little variation across products, where intrinsic quality and external value are perceived to be similar competition for sales tends to be more intense.” (Marketing Strategy and Competitive Positioning – p119).  Starbucks are renowned for their premium quality products and highly respected service, providing a substantial level of product differentiation.  In contrast to this, the switching costs are low as customers can easily shift brands.  This ultimately leads to a high level of competitive rivalry.  Also, there is a considerable number of different companies within this industry that offer a differentiation in products, service and strategies such as Costa, Dunkin’ Donuts and McCafé.  These companies are also at a similar level of success as Starbucks.  This renders the competitive rivalry in the industry as very high.
In conclusion, the analysis of the application of the Five Forces framework on Starbucks provides a sense of clarity when assessing the level of threat within this industry’s competitive environment.  Whilst the threat of new entrants is moderate and the treat of substitutes is high, the bargaining power of Starbuck’s suppliers and buyers is low.  Despite this, there is a considerable degree of competitive rivalry within the industry.  It is imperative that a consensus of the competitive environment that Starbucks partakes in is reached.  Therefore, the overall strength of the five forces that have been analysed is moderate to high.     

References
Hooley, G., Piercy, N. & Nicouland, B., 2008. Marketing Strategy and Competitive Positioning. 4th ed. Harlow(Essex): Pearson Education.
Magretta, J., 2010. Havard Business School. [Online] 
Available at: (https://www.isc.hbs.edu/strategy/business-strategy/Pages/the-five-forces.aspx
[Accessed 18th Febuary 2018].
Martin, 2014. Bargaining Power of Suppliers - Porter's Five Forces Model. [Online] 
Available at: https://www.cleverism.com/bargaining-power-of-suppliers-porters-five-forces/
[Accessed 19th Febuary 2018].
Martin, T., 2014. Wealth Manager - JD Wetherspoon PLC. [Online] 
Available at: http://citywire.co.uk/wealth_manager/share-prices-and-performance/share-factsheet.aspx?InstrumentID=3355
[Accessed 19th Febuary 2018].
Porter, M., 2005. What is Strategy?. [Online] 
Available at: https://s3.amazonaws.com/academia.edu.documents/32580687/HBR_on_Strategy.pdf?AWSAccessKeyId=AKIAIWOWYYGZ2Y53UL3A&Expires=1519225633&Signature=CLzTolgG06Yp0C6bglpTeujAdt8%3D&response-content-disposition=inline%3B%20filename%3DHBR_on_Strategy.pdf#page=25
[Accessed 18th Febuary 2018].
Schultz , H., 2018. Starbucks Company Profile. [Online] 
Available at: https://www.starbucks.com/about-us/company-information/starbucks-company-profile
[Accessed 19th Febuary 2018].
Whitley, B., 2018. Q2 Trading Update. [Online] 
Available at: file:///C:/Users/joshu/Downloads/Q2%20Trading%20Update%2024%20January%202018.pdf)
[Accessed 20th Febuary 2018].
Wilkinson, J., 2014. Threat of substitutes. [Online] 
Available at: https://strategiccfo.com/threat-of-substitutes-one-of-porters-five-forces/
[Accessed 20th Febuary 2018].

          
  


