American Express

· Major Elements of Strategy

· Staging:  What is their implementation plan?  With margins under pressure, Am Ex must increase the number of consumers that use their card.  To achieve this they plan on persuading banks to switch current Visa and MasterCard users to Am Ex cards.  The target consumer for this switch is those that from the affluent investor class.  This customer is ideal as they not only charge more purchases on average they also would be able to purchase additional financial services offered by Am Ex such as financial planning.
· Arenas:  Where will they be active?  They will be active in the banking sector and in large merchant sector.
· Vehicles:  How will they get there?

· Economic Logic:  How will they generate value?  They generate value by 
· Positioning:  How will they win?  American Ex will win by providing major incentives for consumers and merchants.  Consumers are motivated by winning … merchants are motivated by …
· How to Distribute Value

· Provides a wide array of services for customers
· Competitive Forces

· Barriers to Entry:  High
· Economies of Scale:  American Express is able to take advantage of economies of scale.  As Howard K. Mason stated, for each 10% increase in card billings, Am Ex will only incur an increase of 1.5% in expenses.  If these figures turn out to be correct, Am Ex will be able to leverage future growth and increase return-on-equity due to increased revenue at a smaller cost.  
· Differentiation:  Am Ex differentiates itself from other cards such as Visa or MasterCard b
· Cost Advantages:  There are no major cost advantages for Am Ex
· Contrived Deterrence
· Government Regulation:  Previously there were major barriers to entry for Am Ex as competitors had a stronghold on 79% of the market by making them sign exclusive agreements to only support their cards.  
· Credible Threat of Response:  
· Outcome:
· Rivalry:  High
· Number of Competitors:  Visa and MasterCard are two main competitors.  These competitors are “recognizing this is a very lucrative market; you are going to see a big push.”  
· Relative Size of Competitors:  Visa has near 300 million cards out, mastercard has near that, and American express only has about 40 million.
· Rate of Industry Growth:  The credit card market is relatively saturated.  Credit card companies are trying a variety of ways to convince customers that their card is the one that they must have.  Often times these claims fall on deaf ears as the response rate to credit card solicitations has plunged.  
· Commodity vs. Differentiated Products:  Somewhat differentiated.  As John Gould put it, “They are creative.  They have something of interest to the issuers that Visa and MasterCard do not-prestige.”  Am Ex also has an advantage over its peers as it can afford to give banks a larger slice of its fees.   Chenault has already secured deals with MBNA, who was once a competitor and is the world’s largest issuer of Visa and Mastercards.  
· Level of Exit Barriers

· Level of Diversity of Competitors:  Not much diversity, Am Ex has a slight amount of differentiation as they 
· Outcomes:

· Threat of Substitutes - High
· Closeness:  Extremely close
· Utility:  
· Cost

· Outcomes: 

· Bargaining Power of Suppliers - High
· Commodity vs. Differentiated Product

· Threat of Forward Integration

· Threat of Backward Integration by Our Industry

· Number of Suppliers

· Degree to Which We Are a Key Customer

· Whether the Component is Critical to Us

· Bargaining Power of Buyers - Medium
· Are they Key Purchasers?:  Every purchaser is a key purchaser.  Retailers such as Costco for Am Ex and banks for Visa are key as they are the ones that get the product in the hands of consumers.  Even if every person in the world had an Am Ex card it would do no good if no merchants accepted them.
· Level of Switching Costs:  There is a low level of switching cost.  The market has reached a point that many consumers already have credit cards, many with substantial balances.  Customers are actually given incentives to switch cards.  Interest free periods, cash advances and other marketing gimmicks are used to lure in new customers and customers of the competition.  On the other side, some customers may have high switching costs once they enter into more developed relationships with a credit card company.  Am Ex offers additional financial services to its customers, which makes them less likely to switch to a competitor because there are higher switching costs.
· Do We Provide a Critical Component?  Am Ex and other credit card companies definitely provide a critical component.  The Am Ex brand has a high level of brand equity.  The relationships that Am Ex has built throughout its lifetime are what make Am Ex a popular choice of credit card.  Consumers are looking for convenience, and if Am Ex is accepted at nearly every place that they shop, they are more inclined to stay with Am Ex.
· Level of Buyer Profitability:  Am Ex has the highest level of profitability in comparison with its competitors.  They approximately $800 in purchases in a 30 day period, which is nearly twice as high as the next highest competitor.  This makes those who choose to use an Am Ex card an attractive consumer, which makes merchants more likely to accept an Am Ex card, even though they charge a higher service fee.
· Macro-environment Forces

· Political/Legal:  The hearing by the supreme court is going to cause a revolution in the credit card industry.
· Economic: blah the more money people have the more they can spend
· Technological:  new technologies will make credit cards more useful
· Demographic

· Sociocultural

· Industry Environment

· Industry Life Cycle – How do forces affect this?
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· Resources & Capabilities

· Physical

· Financial

· Organizational

· Human Capital

· Social Capital
· VRIO on Resources

· Porter’s Generic Strategies
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· Drivers for Hypercompetition
· Hypercompetition Industry/Market Conditions

· 7 Ss
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