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Introduction
Ben and Jerry’s Homemade Holding Inc. is known for manufacturing unique ice 

cream, frozen yogurt, and sorbet flavors. After being founded in 1978 in Burlington, 

Vermont, Ben and Jerry’s became famous for developing one-of-a-kind combinations. 

The brand is known for its use of quirky marketing strategies and witty pop culture 

references to match its playful style. 

In April 2000, Ben & Jerry's was sold to the multinational corporation, Unilever. 

Unilever has maintained the promise of upholding Ben & Jerry’s core values and tra-

ditions. Although Ben & Jerry’s names are still attached to the product, they do not 

hold any board or management positions and are not involved in day-to-day opera-

tions of the company. 

One of the aspects which sets Ben and Jerry’s apart in the ice cream industry is its 

dedication to eco-friendly business practices. Over the years it has continued to de-

liver “eco-pint” packaging and has participated in several environmentally friendly or-

ganizations. Most recently, Ben and Jerry’s released a line of vegan ice cream which 

was a fresh and innovative move in the commercial ice cream industry. 
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Market Review 
Even though ice cream will always remain the staple American dessert choice, there 

are a couple key factors that continually drive demand. Generally, dessert is an im-

pulse purchase decision compared to other necessities offered at grocery stores. 

Therefore, price and economic climate are strong determiners of the demand. Over 

the last five years, the price of ice cream has increased, due to raised prices for milk, 

which has lead consumers to buy ice cream products in smaller volumes. 

In a research study conducted by Mintel in 2011, it was discovered that 83.0% of con-

sumers look at price when choosing which ice cream product to purchase.  Once 1

prices increase and disposable income decrease, 

many consumers purchase less volume or stick to 

generic brands to save on cost. During the recent 

recession, the overall demand for ice cream de-

creased heavily due to the lower per capita in-

come. The ice cream industry expects increased 

demand over the next several years based on the 

rise in disposable income and consumer confi-

dence.  

Another factor that causes demand in the ice cream industry to fluctuate is health 

consciousness. Since sugar is one of the main ingredients used to produce ice cream, 

people who strive for a healthy lifestyle and diet will begin to purchase foods that are 

high in sugar, including ice cream, less frequently. Overall health consciousness has 

heavily increased over the last five years. In order to adjust to the lower demand for 

products that are high in fat and sugar, many ice cream brands have developed alter-

 http://www.foodmanufacturing.com/news/2012/09/consumer-trends-we-all-scream-ice-cream1
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native options. Demand for yogurt and gelato has also skyrocketed because con-

sumers consider these products to be healthier than ice cream. Ben & Jerry’s is one of 

the many brands that have capitalized on this belief and have, in response, devel-

oped frozen yogurt alternatives for more health conscious consumers. Ben & Jerry's 

also recently released a line of vegan ice cream to entice consumers to continue pur-

chasing the brand. Even though businesses are making strides to adjust to the healthy 

consumer, the healthy eating index is expected to rise in 2016 which will cause a po-

tential threat to the industry. 
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Five Force Analysis 

Threat of New Entrants 

The ice cream and frozen dessert industry has moderately high barriers of entry and a 

moderate threat of new entrants. One of the biggest hurdles for new entrants to over-

come is the initial cost of capital needed to start an ice cream business. A substantial 

investment is required in order to purchase the equipment needed to produce mass 

quantities of product. This results in a higher per-unit product cost which lowers over-

all profitability. 

The industry consists of a few major players such as Unilever and Nestle which hold 

the majority of the market share. These companies have strong ties with downstream 

customers such as grocery stores and 

convenience stores that carry the prod-

uct. Another barrier for new entrants is 

the challenge of getting the new prod-

uct onto the shelves and into the market. 

Stores that carry ice cream have a limit-

ed amount of shelf space and have al-

ready taken these larger brands into ac-

count. 

Although there are considerable barriers of entry in the ice cream industry, there is 

still opportunity for success with new businesses. With the growing demand for 

healthy alternatives, many newer ice cream producers have taken advantage of this 

growing niche market. For instance, companies such as Halo Top Creamery that spe-

cialize in a lower calorie option have successfully harnessed the healthy conscious 

market.  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Threat of Substitutes 

After a substantial incline in health consciousness, consumers have been actively 

seeking out alternatives with lower fat and sugar content. Frozen yogurt has been a 

continuous threat to the industry because it is significantly healthier than ice cream. 

Although many ice cream brands have released frozen yogurt flavors to follow the 

trend, “froyo” shops have made a fierce 

entrance in the market. Particularly in the 

last five years, the frozen yogurt industry 

has drastically grown into an immediate 

threat. Annual sales of frozen yogurt 

grew 23% between 2008-2013, and 7% 

between 2013-2014 which solidified it 

as one of the main substitutes for ice 

cream.  2

Another alternative believed to be healthier than ice cream is gelato, and demand 

has steadily increased over recent years. Overall, retail sales of gelato have been 

steadily on the rise. Research from Mintel estimates that 43% of consumers purchase 

gelato today which is significantly more than years past.  

In addition, the decrease in consumer confidence with the recession has encouraged 

consumers to only purchase frozen treats as a splurge item. When purchased less fre-

quently, consumers are able to justify purchasing more premium products when in-

dulging. Products such as gelato have seen increased growth based on consumers’ 

 https://www.franchisehelp.com/industry-reports/frozen-yogurt-industry-report/2
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increased interest in these premium products.  One third of consumers believe pre3 -

mium choices, like Ben and Jerry’s, to be healthier than the standard ice cream 

brands. Therefore, many consumers have switched to buying products with quality 

ingredients on few occasions rather than purchasing standard ice cream frequently. 

Fresh and innovative frozen treats have also become substitutes for more traditional 

ice cream brands. Products such as frozen mochi and different forms of popsicles 

have established themselves as favorable alternatives. A growing number of con-

sumers believe that branching out to new and exciting varieties is an important factor 

when purchasing frozen treats. This allows alternatives to traditional ice cream to be-

come more favorable in the market. Luckily, Ben & Jerry's has maintained its creative 

flare by developing many variations including the “core” line, bite sized packages, 

and frozen yogurt. 

 

 http://www.mintel.com/press-centre/food-and-drink/less-is-more-americans-are-eating-less-ice-cream-3

but-are-willing-to-pay-a-premium
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Bargaining Power of Consumers 

Even though there is a wide variety of dessert options and brands, consumers have 

low bargaining power in regards to ice cream purchases. Many brands such as Ben & 

Jerry’s offer unique flavors that make it a one-of-a-kind dessert. Although 83% of con-

sumers consider price to be a purchase determinant, they have little to no bargaining 

power of the price itself. Consumers are still willing to purchase ice cream based on 

the supplier’s set prices. The demand for ice cream outweighs the cost of paying 

more than consumers wish to sacrifice.  

With 94% of consumers basing their purchase decision on flavor, consumers are will-

ing to give in to supplier demands in order to satisfy cravings.  This also means that 4

certain brands are able to raise prices based on demand for their speciality ice cream 

concoctions. Overall, consumers have minimal control when it comes to bargaining 

products in the ice cream industry. 

Bargaining Power of Suppliers 

Within the ice cream industry, supplier power is relatively low due to over saturation 

in the market. Many companies face the challenge of balancing a low cost that ap-

peals to consumers while maintaining profit margin. The cost of inputs, particularly 

milk, is a main determinant of price throughout the industry. In 2016, the cost of pur-

chases for manufacturers is expected to make up 59.1% of revenue for the industry.  5

Ice cream manufacturers have little to no control over the cost of supplies and ingre-

dients for the products. However, consumers still have the ability to change purchas-

ing habits based on price. Manufacturers are struggling to balance between earning 

a strong profit margin and satisfying consumer pricing needs. 

 http://www.foodmanufacturing.com/news/2012/09/consumer-trends-we-all-scream-ice-cream4

 http://clients1.ibisworld.com/reports/us/industry/competitivelandscape.aspx?entid=2495
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Competitive Intensity 

Competition in the ice cream industry has increased due to the pressure of changing 

trends and consumer desires. Many smaller companies have penetrated the market 

with niche products and healthy alternatives. However, the industry is still dominated 

by four well-established brand names. These brands successfully capture the majority 

of the market by benefiting brand loyal customers with satisfying flavors and ingredi-

ents. Ice cream brands owned by Unilever, Nestle, Deans Food Company, and Wells 

Enterprises Inc. are still dominating the market today. In contrast to generic brands, 

consumers are willing to pay the additional cost for branded products that they trust.  

There are several factors that influence the intensity of rivalry among the four major 

players in the industry. One of the areas that is critical in terms of competition is es-

tablishing strong relationships with vendors in the downstream markets. These rela-

tionships can secure ideal shelf space and placement in the stores in order to in-

crease the possibility of catching the customer’s eye. The rivalry between the major 

name brands, including Ben & Jerry’s, has encouraged businesses to expand distribu-

tion into smaller markets including convenience stores and gas stations.  

These core brands are also competing to develop the new and innovative flavors to 

introduce into the market. It’s critical that the competitors stay up to date with latest 

health trends and consumer tastes. Consumers are constantly searching for ways to 

decrease the amount of fat and sugar in their diet and are counting on dessert brands 

to deliver these products. The most effective way to stay ahead of the competition is 

to consistently create new flavor combinations while matching consumer’s needs for 

healthy alternatives.  
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Industry Overview 

The most substantial threat for current competitors in the industry is the threat of sub-

stitutes. Ice cream is traditionally known for rich and bold flavors with high fat and 

sugar contents. The drastic increase in health consciousness has sparked consumers 

to seek out new alternatives and has opened up room for substitutes. If current ice 

cream brands aren’t able to successfully alter products to match these needs, the 

substitutes will become the favored replacement.  

 

Overall, the ice cream industry is mod-

erately attractive for new businesses 

hoping to penetrate the market. Even 

with the stiff competition of the domi-

nant brands, there is room for growth in 

the niche markets for alternatives of 

traditional ice cream. Consumers are 

constantly searching for ways to excite 

their taste buds with a variety of frozen 

treats.  

Opportunities are especially attractive for companies hoping to develop healthy al-

ternatives. Consumers are drawn to labels promoting lower fat, sugar, and lower calo-

rie products. New and innovative ways to distinguish a product with these healthy fea-

tures will allow room for growth in the market. New businesses in the ice cream indus-

try will be successful based on ability to deliver unexpected value while differentiating 

itself amongst strong competitors.  
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One of the risks of entering the industry as a smaller company is the fluctuating input 

costs. Since milk is generally the main ingredient, the cost determines the majority of 

the ice cream industry’s profit margins. If the price of milk drastically increases, well-

known brands are able to increase prices to maintain a stable profit margin. However, 

many small ice cream businesses endure the rising production costs without filling 

the gaps for profitability.  

The reverse effects of lowered input costs can also occur within the industry. If the 

price of milk is lowered based on availability, companies have the opportunity to gain 

higher profit margins. This balance between the fluctuating costs is another reason 

that entering the ice cream industry is only somewhat attractive for new businesses. 

Luckily, the price of milk is expected to stabilize over the next few years which will 

promote prosperity for the industry.  6

 http://clients1.ibisworld.com/reports/us/industry/industryoutlook.aspx?entid=2496
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