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Case Data Analysis: NakedWines.com—Disrupting the Wine Industry?

A. Issue(s) – What are the key issues in the case?

The 3 key issues faced by NWC consists of:
1. Rethinking and modifying mobile app strategy
2. Develop method to predict customer attrition and enhance customer retention strategies
3. Acquiring new customers 

B. Case Data Analysis

B1.  External Environment (Industry, Macro-economic conditions)

Industry value chain
Suppliers (bottles, corks, barrels etc.)  vineyards  winemakers and producers  wholesaler/wine agent  retailer/restaurants  consumers

NWC – bridges gap between vineyards, winemakers, and wine agent activities through funding winemakers and control over key components of wine production. The D2C channel cuts costs associated with intermediaries and allows them to forward and backward integrate, maintaining control in majority of the components of the value chain. 

Porter’s 5 forces: The U.S. Wine Industry
	Threat of entrants 
Low

	· Exclusive relationships with suppliers and customers are required
· [bookmark: _GoBack]Regulations and restrictions to selling alcohol (e.g. licenses)
· High capital requirements

	Buyers
Low to medium

	· Individual buyers have little to no bargaining power  cannot affect the price 
· Angels as a group can have higher impact on NWC as a group 

	Suppliers
Low to medium

	· Low bargaining power of suppliers as there are ~7498 wineries in the US  there are many other winemakers that can be can be used as a substitute

	Substitutes
Medium to high

	· High number of substitutes for wine that can be consumed
· Alcoholic beverages
· Non-alcoholic beverages

	Rivalry
High

	· Retailers can carry similar or competing wine brands
· Other competitors often compete on either price or differentiation



PEST
	Political
	Economic

	· Regulatory system and restrictions among 50 U.S. states
· Production, sale, and distribution of alcohol
· Licensing and control of alcohol
· Transport or import of alcohol
· Tariffs, fees and taxes
· Packaging and labelling
· Shifts and changes in regulations
· Three-tier system  the three-tier system is not as relevant as there has been changes in regulations
· Growing opportunities in the D2C channel from 3 to 40 states  presents an opportunity for other competition to enter market

	· Disposable income and discretionary spending  customers are less sensitive to price and increase willingness to spend
· Recession proof industry  entered during 2008 (peak of recession) and still managed to achieve positive growth rates
· Exchange rates affect global operations
· Volatility of financial and economic markets


	Social
	Technological 

	· Lifestyle and consumption choices  can increase wine consumption
· Younger generation are heavy users of online and e-commerce platforms and social media  can increase mobile application sales
· Support local movement
· Demographic shifts  young adults and the millennial generation consume more wine, lower disposable income, and more likely use of mobile apps and e-commerce
· Aging population – more likely to purchase wine on a subscription basis with more disposable income

	· Integration of technology through social media and e-commerce platforms  NWC can leverage platforms to create apps with greater functionality and is more accessible for users
· Evolution of mobile application, data analytics, cloud computing
· Security and privacy of information  ensure transactions and data are secure




Key success factors 
· Price/quality
· Customer retention
· Accessibility
· Brand awareness
· Extensive stakeholder relationships
· Strong distribution network
· Regulatory compliance


B2.  Internal Environment (Leadership, workforce, resources, organization, processes, etc.)
 
Diamond-E	

· Management preferences
· Beliefs and values of CEO (Gormley)
· Prefers open and shared communication between employees
· Values innovation and R&D
· Risk taker  business model is out of the norms of the traditional wine industry
· Supports in-house marketing and IT functions in house  dedication to R&D and innovation 
· Competencies
· Gormley is a chartered accountant  pricing accuracy
· Organization 
· Structure 
· Cross-functional teams between IT and marketing – less formal and less structured communications between them  culture of openness and shared communication
· Purpose of multifunctional team “Shepherds”  emphasizes excellent customer relationship management 
· Size
· Small size of organization  allows flexibility and can react readily to changes
Strategy
· Best-cost provider (hybrid) strategy 
· NWC is able to supply angels with quality selection of wines at a low cost (low cost operations + differentiation) 
· Strategy triangle
· Goals
· Achieve and sustain competitive advantage unlike competitors
· Increase customer acquisition and subscribers
· Increase market share and manage growth
· Reduce customer attrition and improve customer retention
· Financial success
· Increase capacity and achieve economies of scale
· Value proposition
· High quality products for a relatively low price for Angels
· Personal relationship that connects winemakers with customers
· Marketplace and platform for wine drinkers to communicate and purchase from people who make it
· Partnerships with winemakers irrelevant of size and other companies
· Unique wine purchasing experience
· Constant advancements in technology and innovation
· Product market focus
· High quality wine selection
· Males and females
· Ages 21+ 
· Wine enthusiasts
· Market penetration 
· Core activities
· IT
· Marketing
· Innovation and R&D
· Distribution
· Financing
· Resources
· Strong brand
· Experienced management team 
· Financial support from investors
· Relationships with winemakers
· Growing angel customer base
· IT and technological resources – social media and mobile apps
· Environment
· Weather conditions may affect prices of raw materials and resources of wine – e.g. grapes
· Threat of imitation  rivals may copy and replicate business model

C. Alternative Generation

	Alternatives/Options
	Pros
	Cons

	1. Customer acquisition
	· Increase revenue as customer base grows
· Potential to increase market share
· Approval from non-executive director
	· Loss of close-knit interaction of small group of Angel customer base
· May be more challenging to manage customer base
· Expanding customer base can slow adaptation to changes and result in inflexibility to changes

	2. Develop method to predict customer attrition and enhance customer retention strategies
	· Will be able to better predict and track customer attrition to reduce customer retention
· Decrease financial strain through cash flow generation
· Revamp brand image
· Approval from CTO Hardy
	· Timely
· Costly to develop and maintain program
· Resource dependent 
· Exploits resources that can be used to pursue other options

	3. Redesign and modify mobile app strategy
	· Potential to increase interaction between wine purchasers
· Increase overall Angel sales and revenue
· Attract millennial and younger customer base through integration of technology
· Approval from CMO Reiter
	· Cost benefit analysis is high as only 5% are non-Angel customers
· Lose exclusivity of Angel customer base




D. Decision Criteria
· Alignment with current strategy and corporate values
· Increase brand image
· Increase market share
· Increase customer retention and loyalty
· Financially viable

E. Action and Implementation Plan

Recommendation: 
Revamp mobile application to attract other customer segments in addition to Angel subscribers. By rethinking the mobile app strategy, NWC will be able to better leverage customer relationships to build customer loyalty and satisfaction. The option will also expand the customer base and allow non-angels to access the app, which is an opportunity they can capitalize on. The recommendation is to add extensions to their mobile strategy oriented towards angels, but reinvigorating their app. They can do this by adding new features to enhance customer interaction and create a mobile and user friendly app that targets all wine lovers including non-angel users. To maintain exclusivity of angels, the app should add features such as a loyalty program where they can gain rewards and credits that can be redeemed, as well as invitations to special events such as tastings and angels-only events. This can increase interactions such as writing reviews and purchase activity on the mobile app. For new customers and non-angels, the basic app should be designed like a demo, where they can access a trial version of what angels use. This will allow non-angels to experience the app themselves and the product offerings from NWC, which can convert them to angels. As for the implementation, the IT department can hire IT developers as consultants to ensure the app construction is aligned to target market and company values. 

Implementation plan: 
	Short term
Current – 6 months

	· Meetings with IT and marketing teams to assign roles
· Hire IT and marketing consultants and conduct R&D

	Medium term
6 – 24 months 

	· Test application prototype with focus groups consisting of angels and non-angels
· Redesign and make changes and improvements to app accordingly
· Launch application to all users
· Analyze results and track conversion rates through app

	Long term
24 months+

	· Make constant improvements and changes in the app to adapt to customers and feedback
· Expand the app and online presence globally and to other locations
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