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Competition Strategy
Overview 
The number of companies entering the coffee industry seems to be rising each day. However, the competition mainly comes from Starbucks, McDonald's, and Dunkin' Donuts. Starbucks is famous for serving coffee and creating an environment that brings a homely feeling to customers. Even though their prices are higher than other coffee shops, they still maintain their customers as they work based on good atmosphere, specialty coffee, and quality rather than prices. Dunkin Donuts and McDonald's also have strategies that keep them on top of the competition.

SWOT Analysis

Starbucks' strengths include brand equity, corporate social responsibility, prioritizing customer satisfaction and excellent management. High cost of products is Starbucks' main weakness as it affects consumer decision-making. Also, the company has not managed to expand globally, which gives Dunkin' Donuts and McDonald's an advantage as they have already expanded globally (Brizek, 2012).  Opportunities for Starbucks include advertising campaigns, expansion, product diversity, and temporary discount rates for products. The main threat for Starbucks is the low cost of products from major competitors. For instance, McDonald's is known for friendly products with almost the same quality as Starbucks. Other threats include expansion, reasonable prices, and marketing strategies from other competitors.
Competition

Each of these three companies has been on top of the competition depending on how they make specific beverages. According to the National Coffee Association (NCA) data, about 5% of coffee customers take their coffee in the coffee shop, while 10% take it as they commute. About 18% take coffee at work, and the rest of the population prefer to make their coffee at home. Another study further shows that at the beginning of 2006, Dunkin' Donuts had about 17% market share with around 4000 coffee stores. The list was followed by McDonald's at a 15% market share, and Starbucks was at only 6%. Starbucks was on top of the competition when they developed drive-throughs and introduced sandwiches in their menu. McDonald's beat Starbucks through taste testing and lower prices for beverages. Starbucks counteracted by lowering costs for certain drinks. When Dunkin' Donuts was on top of the competition through the free Iced Coffee day, Starbucks had to compensate by cutting Frappuccinos prices by half. Due to the heated competition between these three companies, smaller coffee shops cannot survive. Economists note that this situation will benefit the companies at the expense of the smaller coffee shops. McDonald's seems to be on top of the competition since they have opened more stores in other states. Their restaurants are kids friendly and their products cheaper. Even though they are renovating these stores, customers expect the prices to remain the same. Dunkin' Donuts also strive to lead the competition by giving giveaways and promotions (Brizek, 2012).
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