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Specialty Teas Case 3
SWOT Analysis
Internal Strengths:
· Revenues: The company has seen fantastic growth over the last sixteen years, with revenues close to $25 million after growing the company from barely $1 million in the early years of its existence.
· Capital: The company's initial owners were great at fundraising and successfully raised enough capital to start the new venture.
· Partnerships: Strategic partnerships with the wholesale market has contributed to about 85% of Specialty Teas’ (ST) business. 
· Marketing: The initial owners were skilled marketing masterminds. Their unique packaging, graphics, and slogans helped attract and retain loyal customers.
· Product offerings: ST has a vast selection of specialty teas available, and new blends are introduced periodically. ST successfully launched a green tea line that was popular amongst health-conscious individuals. 

Internal Weaknesses
· Supplier alliances/substitutes/inventory inefficiency: Lack of supplier alliances exist considering ST uses Twinhof (TH) for about 80% of their finished tea. Sometimes there are production delays, substitute ingredients are used, and inventory levels are unacceptable as stock-outs occur when large orders are placed. Customer satisfaction levels may vary with delays and inferior substitute ingredients. “Reputation loss” is a significant factor here considering the brand prides itself on quality and the use of inferior ingredients when customers expect superior ingredients is unethical and dishonest. Also, rising prices due to exchange rates have some ST managers concerned.
· Internal operations: Internal operation problems originating from communication issues. For example, suppose changes are made in the formula. In that case, it must be cleared by the Sales & Marketing department head that is based in L.A. However, all purchase orders are generated in Indianapolis, Indiana. 
· Poor customer service: A lack of consistently scheduled visits to retail stores has caused retailers to replace ST products with other products due to lack of inventory and regular ordering processes. Loss revenues have occurred due to the external sales force's poor customer service. 
· Undertrained/unmotivated staff: Sales representatives have complained about the complexities of the company website and continue to utilize outdated and time-consuming technology; meanwhile, a training program has not been created to improve employee skills. 
· Product portfolio: Abundance of SKU’s due to new product launches, seasonal items, and traditional blends (some of which are not successful) are difficult for retailers to maintain. Meanwhile, a small number of combinations account for the majority of sales (80/20 rule). Wholesale customers are concerned with the amount of SKU’s ST has requested them to carry as well.
· Collection time: Credit terms are net 30, however actual receipt of payment varies due to invoices being mailed or faxed, along with a copy sent with the shipment—the average collection period average of 52 days. 
· Limited distribution channels: ST policy of selling only to “quality” commercial customers excludes mass retailers that would increase sales, although profit margins would be lower. 

External Opportunities
· Trend: Increased demand exists for a healthy lifestyle, including beverage and food consumption. 
· Demographic shifts:  International and internal migration of consumers that drink specialty teas. 
· Distribution channel: Distributors act as dealers, visit stores regularly, stock shelves themselves, and hold sufficient inventory to maintain shelves.
· Integrated supply chain: Integrated supply chain availability improves logistics, tracks inventory, potentially decreases lead time, and effectively allows management to look into multiple suppliers’ processes through various platforms. 
· Retailer relationships:  Extending relationships to mass retailers will increase brand exposure, increase sales, and reach a broader target audience. 
· Financial payment system: Electronic system, or another system that can speed up the collection process. 

External Threats
· Rivalry:  In recent years, competitors have entered the market and threaten the ST market share. 
· High Buyer power: Changing customer needs and tastes, increased specialty tea companies, availability of lower-priced/superior/substitute options, low switching costs all contribute to increased buyer power. Increased buyer power affects company profits and competition amongst rival companies. 
· I am buying Power: Inflation and rising prices of inventory due to changing exchange rates.

Questions

2.  What do you think of ST's strategy of selling only to "high end" retail outlets? 
ST should change its’ strategy of selling only to “high-end” retail outlets as they are cutting out customers that do not shop at those outlets. ST needs to rework their customer analysis, identify who their current and potential customers are, what customers do with the teas, why customers buy or do not buy their teas when customers purchase the teas, where do customers buy the teas. After ST has identified this information, they also need to focus on segmenting consumer markets and deciding which method is best to further place a new selling strategy. It is suggested that ST sell to mass retailers such as Target, Walmart, and Costco to increase brand exposure and sales. 
3.  ST still maintains a very loyal following for its product. How should the company ensure growth, or at least maintenance, of this customer base? 
ST needs to focus on the customer's wants and needs. ST should analyze the small number of blends that account for most sales to identify what makes those blends so popular. That’s a great start, considering that loyal customers are already satisfied with those products. Continuing to provide quality ingredients as promised, delivering to retailers on time, and having products in stock when customers need or want the teas are also essential. ST can have a contest and ask the public for ideas on new blends, perhaps create customizable gift sets for holidays, birthdays, or even manufacture get OK kits for those suffering from the common cold or the flu. 
4. How would you characterize the internal communications of the company?
The internal communications of ST need improvement. There is likely a morale problem in addition to a technology deficiency present at ST. The external sales force may be incompetent regarding utilizing the company website and will need proper training. The salesforce may also suffer from a lack of motivation and feel disconnected from the company since they are located so far away and work on so few accounts a year. There could be a need to revisit the company’s mission, culture, goals, and objectives to get the track's sales force. The sales and marketing plan could be revamped altogether and include an internal sales force willing to cooperate accordingly. Another issue is the disconnect between the Sales and Management department and the Purchasing/Production department. The division of tasks and the internal checks and balance system will need to be worked out to make the logistics system more fluid and simplistic for consumers and the company.
5. What communication habits and behaviors have been established by leadership within the company to date? Evaluate how this communication influences motivation, innovation, and productivity within the company. 
There seems to be a lack of established leadership and communication habits within this company. This lack of leadership and communication has negatively affected motivation, innovation, and productivity. External sales representatives feel that they can do what they want without repercussions. If management says to utilize the updated technology and the employees fail to follow through, processes are delayed. Nothing happens; this is a significant concern. This type of feedback to employees is detrimental and has signaled that innovation is not important. This has caused a lack of productivity and loss of sales for the company, but nothing is being done.  

6. ST has a relatively complex supply chain, starting with growers in tea producing countries. Discuss opportunities and challenges for the company in managing this chain.
Some several opportunities and challenges face ST. One possibility is for ST to reach out to various growers in tea producing countries, which can assist with ST providing quality ingredients. This can be challenging if exchange rates continue to be a problem, which will increase prices for the company. ST also can do some reverse engineering of current products. However, the challenge there is costs, and it is time-consuming, plus they don’t own the formulas. ST has the opportunity to work with distributors who will do most of the distributing for them. The challenge here is a smaller profit, loss of total control, and possible “reputation loss” if customers view the product as the low end. ST has the opportunity to improve financial payment systems, although this may prove costly.  Connecting with mass retailers is another opportunity; however, ST worries about potential relationship strain with current retailers. The biggest challenge will be the lack of leadership and communication issues that the company currently has in place. How can ST take advantage of any opportunities when a lack of communication and leadership negatively affects all goals and objectives?
Conclusion
It is advised that ST invest in a full-time consultant to give ongoing support. A financial payment system should be put in place. An integrated supply chain is necessary regardless of cost. Employee training is essential for employees that should be retained. Counseling is suggested for stubborn employees and termination for employees that are unwilling to adopt company culture and rules. Leadership training is advised for the owner, or a replacement should be found. Marketing and sales plans will need to be revamped as well. If ST uses these suggestions, they will find that their production and financial efficiency is improved amongst other internal processes. 









