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Strategic Plan, Part II: SWOTT Analysis
Legal and Regulatory Considerations.
For the newly opened coffee business, Irina’s Coffee Shop will need to adhere to prevailing laws and regulations of the industry, such as those related to accounting practices, taxation, environmental laws, fair practices laws, labor laws, etc. Irina’s Coffee Shop will need to establish effective control mechanisms to ensure that the business adheres to all prevailing laws and regulations. For example, to ensure that accounting practices are fair and transparent. Irina will need to appoint external auditors. Irina will need to establish strict practices to ensure that all the actions and practices adhere to the highest ethical and legal standards and do not violate any of the existing laws and regulations pertaining to the business. In this manner, Irina will be able to develop a strong corporate image for the organization. The store does not have permission to use USDA organic seal. However, the store can source its coffee from certified organic producers. 
Macro Environment.

The retail coffee industry in Illinois experienced rapid growth in the mid-nineties, and is slowly maturing. Many factors contribute to an increasing demand for good coffee: the student population continues to be a main source of demand for coffee retailers; a cold climate is helpful for coffee consumption, and current trends in the Midwest reflect the popularity of quality coffee.


The popularity of the Internet is growing exponentially. People need a convenient, relaxed atmosphere where they can prepare homework assignments, communicate with friends online, read their mail, and access various information on the Internet. Irina’s Coffee Shop seeks to provide its customers with affordable Internet access in an innovative and supportive environment. In addition to coffee in a comfortable environment, Irina’s Coffee Shop will be a place for people to experience the technology of the Internet. Irina’s Coffee Shop needs to balance technology needs with the other needs of the business. One aspect of the business cannot be sacrificed for the other.

The keys to the success for Irina’s Coffee Shop are a unique, innovative atmosphere that will differentiate Irina’s Coffee Shop from other local coffee shops, offering daycare for children at the shop, the establishment of Irina’s Coffee Shop as a community hub for socialization and entertainment.

The risks involved for Irina’s Coffee Shop are unknown amount of continuing demand for the services offered by Irina’s Coffee Shop, unknown willingness of customers to pay for the services at Irina’s Coffee Shop, the cost of accessing Internet from home will drop significantly and there will not be a market for Internet Cafes such as Irina’s Coffee Shop, not enough customers with children to justify the cost of training personnel in supervising children.
Strengths.

Irina needs to find knowledgeable friendly people with a passion for coffee, eager to please their customers. Part of the Irina’s Coffee Shop experience includes access to computer equipment. The current plan is to employ flat-screen displays, fast machines, and high-speed Internet connections.  
Threats.

Economic recession, which reduces consumers' ability to spend money, is a common threat in any industry, and the coffee industry is no exception. The current recession has reduced revenue in almost all companies, regardless of the sector; thus the coffee industry is hardly the only industry affected by a spending-constrained consumer base.  In response to this troubling and perhaps persistent economic environment, some coffee stores are implementing strategies to bring customers back to the coffee house, using special promotions and offers in an attempt to entice customers.  In addition to the effects of economic recession, a coffee house is at risk from rising costs of coffee and dairy unforeseen commodity pricing volatility. Currently, Irina’s Coffee Shop will benefit from a first-mover advantage in the local Illinois cyber-cafe market. However, additional competitors are bound to recognize the value of the niche market Irina is attempting to benefit from, and come to the same conclusions that she have.  Irina’s Coffee Shop will need to be prepared for their entry into the market. Irina will design many of the programs to build customer loyalty, and she hopes that the quality service and up-scale ambiance will not be easily duplicated.
Major Issues and Opportunities.

Because of the recent economic downturn, consumers are more cautious about spending $5 for a cup of coffee. To remain successful, Irina’s Coffee Shop will need to modify their business model in response to this trend. Realizing the importance of this consumer trend, Starbucks began its first combination discount, selling coffee and breakfast foods together as a package.  

More than 54% of the American adult population drinks coffee, translating into 400 million cups of coffee consumed every day. Coffee’s stimulant effect may be just one reason Americans stop at coffee houses every day. Irina’s Coffee Shop intends to provide a warm, calm environment in which people come to socialize, relax, or even catch up on work. Italy with a population of 60 million has more than 200,000 coffee bars. In comparison, the United States has approximately 21,400 coffee bars with a population of 290 million. This just shows that there are many opportunities for new outlets in the industry.  This sustained growth in the industry points toward a solid opportunity within the industry.

However, the coffee industry is far from static, as there are many alternatives (to the local coffee shop) to purchase specialty coffees, such as drive-through kiosks and carts. Additionally, startup cost for kiosks, drive-through or cart franchises are much less than that of a traditional coffee house. The abundance of alternatives simply means that there are more opportunities available for a lower investment to start up and run a coffee business. The growth of the coffee market (especially when paired with Internet access) is certainly not where it was in the early 90s, when the number doubled every two years, but that does not mean that there is not a growing market. In 2010 coffee sales grew by 125% and reached $18,839 million (Franchise Direct, 2003-2011). 
SWOTT Analysis
	
	
	Strengths
	Weaknesses 
	Opportunities
	Threats
	Trends

	
	Economic 
	Not attempting to compete with large rivals
	New market entry costs
	Differentiation by product
	Seasonal business
	Corporate and franchise coffee brands are on the rise.


Irina’s Coffee Shop will need to be extremely sensitive to changes in the local coffee markets where it locates its stores. Although the stated mission is NOT to attempt to compete with market leaders (such as Starbucks), this does not mean that Irina can ignore important factors such as the impact of weather on coffee consumption, the rising number of competitors, both independent, corporate, or franchise. Irina will need to be sensitive to the cost-basis, both in terms of start-up costs (on a per-store basis) and ongoing operational costs. The product differentiation is quite slim as fair-trade coffee is increasingly popular with consumers.
Business Plan Research Questions:
1. Collect data to quantify impact of seasonal weather on coffee consumption
2. Collect data to quantify number of competitors who also differentiate on the ‘fair trade’ coffee market niche
	
	
	Strengths
	Weaknesses 
	Opportunities
	Threats
	Trends

	
	Social
	Customer base/demand
	Volatile customer base
	Promotion through culture
	Unknown whether coffee will maintain its current demand
	Increasing customer base/demand.


Coffee culture is inherently a social culture, which is an important distinction in developing viable business plan for Irina’s Coffee Shop. Measuring and responding to changes in customer demand will be crucial. The customer base is both strength and a weakness because customers have many alternatives to choose from. Adapting to change (in the customer base) will be critical to success of the business. Irina’s Coffee Shop can educate customers on the history of coffee as a social force, and engage in activities, which promote a culture of engagement with other people in the community, cultivate local musical and artistic talent and provide a place where people want to congregate.
Business Plan Research Questions:

1. Customer Survey to discover what aspects of a coffee shop attracts customers the most.

2. Competitor Survey to quantify possible unexplored areas for product differentiation.
	
	
	Strengths
	Weaknesses 
	Opportunities
	Threats
	Trends

	
	Competitive analysis 
	Strong ethical values
	New market entrant
	Diverse target markets
	Corporate coffee franchise competitors
	Customers are increasingly sophisticated in tying purchasing habits to social responsibility issues

	
	Strategy
	Fair Trade' differentiation.
	Differentiation may not be sufficient.
	Market is open to new kinds of differentiation.
	Corporate coffee franchise competitors.
	Corporate and franchise coffee brands on the rise.

	
	Goals 
	Fair Trade' differentiation.
	Differentiation may not be sufficient.
	Market is open to new kinds of differentiation.
	Corporate coffee franchise competitors.
	Increasing sophistication in socially responsible purchasing.


Irina’s Coffee Shop endeavors to operate in a heavily populated niche market and thus needs to differentiate itself and its mode of doing business from its customers. Irina plans on distinguishing herself by holding to strong ethical values such as ‘fair trade’ coffee, taking care of employees as more than just ‘workers’, and making every customer value her experience at Irina’s Coffee Shop – not just for the coffee and the social experience, but because their patronage contributes to values, are important to them.  New market entrants are always subject to start-up risk, but Illinois is also a very diverse market, each of which presents an opportunity for Irina’s Coffee Shop.  Although Irina realizes that in the end, most purchasing decisions are based on convenience; she hopes Irina’s Coffee Shop will be both convenient and a value-laden experience in the communities and markets where she operates.
Business Plan Research Questions:
1. ‘Fair Trade’ vendor evaluation and selection process
2. Customer Survey on value of social responsibility on coffee purchasing habits
	
	
	STRENGTHS
	WEAKNESSES
	OPPORTUNITIES
	THREATS
	TRENDS

	
	Culture 
	Coffee plays an extremely large part in the United States social culture
	Some target markets may already be saturated
	Heavily saturated markets may lead to discovery of new, unsaturated markets
	Unknown whether coffee will maintain its current demand
	Corporate and franchise coffee brands are on the rise

	
	Leadership 
	Goal is be a local leader in the locales where our stores are located 
	We are a late market entrant
	As a late market entrant, we will be able to learn from those businesses, which came earlier. 
	Late market entry may make profitability difficult once the 'new' effect wears off
	Local market leadership is crucial to store success and profitability.


Irina’s Coffee Shop will measure success at the store or local level. Irina will conduct literature and business data surveys to learn from her predecessors, both the successful and the unsuccessful businesses.  Irina can learn much from failure. Where a local market becomes saturated, Irina will endeavor to partner with other local coffee shops to grow the community market in a non-zero sum effort. Success and profitability can be obtained through other means, other than cut-throat competition, sacrificing core values for incremental profits and maltreatment of employees. Irina recognizes that this may be a somewhat naive approach, but it is one worth the attempt.  Irina’s focus on small, local shops will allow each store to remain agile and responsive to local customer needs and preferences.  This agility will be crucial to store profitability and success.
Supply Chain Analysis.

The Figure 1 below demonstrates the supply chain analysis of Irina’s Coffee Shop.
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