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EXECUTIVE SUMMARY
The report starts with the introduction of the Starbucks and is spanning business in 81 countries of the world. The stagnant growth of the company after 49 years of the experience in retail coffee chain serving premium high quality beans with tea and other beverages with some snack items on the menu.
The aim and objective of this research are described which would study the customers’ expectation for any changes in the functioning of Starbucks. The issues Starbucks is facing even after implementing some changes and the negative outcomes of such changes. 
Findings depict the graphical presentation of the primary survey done through questionnaires and it is presented by the pie-graphs along with its analysis. The secondary analysis of the current issues of Starbucks are listed and described in detail. Critical SWOT and PESTEL analysis strategically mentions the odds and even.
Recommendation is given for the change expected by customers and markets mentioned in findings. The Kotter’s eight stage change model is prescribed to the company. Finally the report is concluded in respect of the aim of study.











[bookmark: _Toc39158795]1: INTRODUCTION
Starbucks has a spanning business in 80 markets around the world with more than 30000 stores. It is serving premium coffee experiences to the people since 1971 in US where it opened the first shop. The mission of the company is ‘to inspire and nurture the human spirit – one person, one cup, one neighbourhood at a time.’ Starbucks has a strategy of market expansion in a manner where it adjusts to the changing culture of the place (Starbucks, 2020a). The growing business has faced a stagnant growth in the last year as mentioned in the annual report of the company. Starbucks had to close down many stores in 2019.  The company had experienced flat transactions which is 4% in US (Taylor, 2019). It has developed recently, by its strategic move of issuing sustainable bonds. This failed to have an impact on customer base and it is not increasing proportionally. Starbuck’s strategic policies will be identified and required changes will be recommended. Customers’ needs will be identified and corresponding changes in the company will also be found out. The effect of that change would lead to solution to the issue of declining growth. 
In this report a complete analysis on identifying the problems of decreasing growth. The report will present the critical findings and analyse the objectives of the study. It would also provide recommendations on the problem of stagnant growth due to change in needs and wants of the customers. The report would draw a final conclusion and provide some tabular and diagrammatic representations depicting the pros and cons of the business strategies of the company in the appendices. 
[bookmark: _Toc39158796] 2: Project Objectives
The issue faced by Starbucks is that, the company has failed to change and bring some innovative concepts with time. Company has been serving best quality coffee and other beverages throughout the world but did not make any significant change in the service line. This leads to a stagnant turnover in customer base. 
The aim of the report is to identify the required changes and the effect of its implementation in Starbucks. 
Project Objectives are as follows:
1. How does Starbucks collect information to understand customers' expectations: Primary Data analysis is performed to analyze this objective. 
2. How Starbucks will make corresponding changes after understanding customers' expectations: Secondary Data analysis of the issues in the news and magazines regarding change in Starbucks operation management.
3. Whether Starbucks will have other negative effects after making changes: The effect of interpreted strategic change in management of Starbucks.
[bookmark: _Toc39158797]3: RESEARCH METHOD
The research philosophy used in this project is Pragmatism as studying the problem with multiple methods will increase the reliability of the project. The research approach used is Abductive Approach which includes both inductive and deductive approach to justify the assumption of the report. In this approach past research data is coded and analysed, along with it quantitative data is also collected and interpreted. Both Qualitative and Quantitative methods are used for coming to a critical conclusion and recommend the company with viable solutions to the issues. Cross sectional design is used as data is to be depicting the current scenario of Starbucks. Primary as well as Secondary data is used to observe the customers expectation directly through questionnaire and secondary news and reports of the companies by news and media for the existing troubles in business.  Non probability convenient sampling is used as on ethical ground only those respondents who willingly wished to participate in the survey were shared questionnaires by sending link to them via SMS. Descriptive as well as Inferential statistics are used for analysis of the data. Graphical analysis is used to present pie chart of the research outputs (Saunders, 2011).
[bookmark: _Toc39158798]4 DATA ANALYSIS AND FINDINGS
[bookmark: _Toc39158799]4.1: Critical Analysis of Customers Expectation
Questionnaires were sent to 100 respondents and all of them replied so, response rate was 100%. An effort to study the expectations of the customers was done by performing this research. The sample was collected directly from the customers who were outside the Store of Starbucks and some other students, acquaintances, etc. The data is then compiled in an MS Excel file and scrutinized minutely to study the issues in the coffee chain. There were total 10 questions in the questionnaire and most questions were based on three scale response i.e., Yes, No and Neutral. 
The following are the observations from the study:
There were 60 male and 40 Female Respondents who participated in the survey. The visitors to coffee house belonged to different age groups and the highest visitors were of the age group 31-45 which is the working population who might be going on business meetings, the second highest visitors were of 15-30 years age group which might be students who would be hanging out at the coffee shop. Most of the respondents’ visit once every alternate day which might be the due to high price. Only 15 respondents visit on a daily basis which are assumed to be at high designations and can afford it every day while they go at work.
Maximum number of respondents finds Starbucks coffee very expensive and this is one for the major issues the company is facing in many countries where international beverage chain or local cafe provides coffee at cheap prices. Almost 3/4th respondents find the coffee served at Starbucks bitter in taste. Starbucks should serve the strong coffee only to those who like such taste. It was significant to observe that 67 respondents denied paying the high price of coffee for ethical image of Starbucks examining that consumers think about their pocket and not the company image. It is evident from the research that most people purchase Starbucks due to quality and it is strange to find out that least preferred it due to brand name. Almost 80% respondents were of the opinion that Starbucks should introduce a wide range of products on its menu card which strongly recommends change and innovation in product range. Customer service should be increased in order to influence the willingness of visitors to share their exclusive experience to their friends. More than half of the respondents were not loyal customers due to product quality but there might be other reasons or even a whole some experience. 
[bookmark: _Toc39158800]4.1.1: Graphs of Questionnaire
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[image: D:\Assignment\2020\1807947 UC2724\figure 2.PNG]Figure 1: Graphical Representation of Primary Research
[bookmark: _Toc39158801]4.2: Critical Analysis of Starbucks corresponding Changes after understanding customers’ expectations
The growth in Sales was observed in the year 2019 and the net profit of the company was $3.6 billion which is 20.34% less than the income in 2018 (Starbucks, 2020b). This is the matter of concern for the company as definitely the company is growing but it has faced flat transactions over the period of time. This report would focus on the some particular issues such as:
[bookmark: _Toc39158802]4.2.1: Unplanned Franchise Distribution
In US the company has crossed 14000 stores mark and maximum revenue i.e., 69% of the net income comes from US so it needs restructuring. Youngsters prefer more authentic cafe’s with different themes. Starbucks has increased its shops by 22% since 2013 and especially in matured markets and not in the emerging markets (Maze, 2018). It closed almost 318 outlets in the year 2019 of which 213 were in US. Every year on an average only 50 shops were closed but in the past year the number was very high which affected the positive status of the company as sales clashed among stores in US. Starbucks used push market strategy where it increased the supply in the market but there is not enough demand. It failed to make efforts in creating demand among people (Starbucks, 2020b)  
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Figure 2: Countries with largest number of Starbucks store (Starbucks, 2020b)
[bookmark: _Toc39158803]4.2.2: Lack of Innovative Product Change
Starbucks in 1971was a single outlet when it started in US, it was just a coffee house where there were no tables even; but gradually it developed to be a multi chain coffee shop all over the world. Gradually, it included some food items and tea on its menu. The company is having a long existence and so being a coffee shop it should have brought changes in Infrastructure, ambience, presentations or at least some variation to keep the customers engaged to try something new at the house. Customers in primary research also presented the same view that they need some changes in the menu; many said coffee was bitter and they were not even ready for paying high price for ethical sustainability. 
Starbucks signature drink Frappuccino was the company’s leading product in 2015 with 14% share in revenue and now the sales has declined in 2019 by 3% compared to 2018 and it consists of only 11% share in the total income (Whitten, 2020). 
[bookmark: _Toc39158804]4.2.3: Lack of digital engagement
Starbucks has launched the App through which it is luring customers to order online by using the app and they would be given discounts on the bill. This created chaos for the ones who would be visiting the coffee shop, they would have to wait more and the barista would be busy with the online orders. The app has technically no relevance as it also has delivery options. Giving such a high price no customer would drink a cold coffee and the moreover the taste also differs as it lacks freshness.
Today’s generation is active on social media so Starbucks should publicize itself using such platforms for engaging more customers. It has 11.2 million followers on twitter, which is highest among its competitors but Starbucks is not making the most out of it and followers do not view or engage the post (Craft, 2020).
[bookmark: _Toc39158805]4.3: Critical Analysis of Issues in implemented Changes 
The SWOT analysis with respect to PESTEL (Political, Economy, Social, Technology, Environment and Legal) analysis (Appendix 1 and 2) is given below to critically analyse the issues and changes implemented in coffee chain, identifying the limitations and negative effects of the company (Zakeri, Yang, and Hashemi, 2019). 
[bookmark: _Toc39158806]4.3.1: Strength and Opportunities
a. Strengths
Starbucks is world’s largest coffee chains in the world with a developed business model. Company has done a widespread business around the globe so it can easily streamline its business as per the region of business. It serves the best quality premium coffee with rich ambience for being the third most visited place by the customers apart from home and office. 
It has a strong financial position as the company has a record of profitability over the years. Its revenue might be fluctuating but it has not registered loss since more than a decade. The proposed dividend is $2.80-2.82 in the year 2019 which was paid $2.92 at the end of the fiscal year (Grismer, 2019; Starbuck, 2020b).
Starbucks has earned an ethical image with the launch of sustainability bonds. Through this all the stakeholders are satisfied that company is doing something good and collects specialised coffee beans raised in the sustainable coffee farming with rich taste and finest quality in the world. Loyal customer base would be convinced with this option (WIRE, 2016).
b. Opportunities 
Starbucks can use its goodwill for setting up businesses in untapped market around the world. Economy 
Starbucks can study the economic aspects of the country and expand its business horizons. It has most of its stores in developed nations, where the markets are already saturated. The company can take the opportunity of analyzing developing economies of the world like India and China. In India the company has 150 plus stores and in China it has 3500 plus stores, China is the next place after US having highest stores (Starbucks, 2020b). India is going to be the largest economy in the world by 2030 so Starbucks should have a futuristic vision of development in India also (World Economic Forum, 2019).
Social 
The company is serving the most excellent of the coffee beans deliciously handcrafted to cater the needs of all the age groups i.e., young and old. Coffee is a beverage which almost most of the working, non-working person would enjoy. So, taking wide demographic customer base the company should frame new product developments satisfying their taste requirements.
Environment
Starbucks with the Ethical image of sustainability bond has been environmental friendly with such strategic decision. This image of Starbucks can attract potential intellectual consumers who wish to bring the change in the world and environment just like Greta Thunberg. 
Legal
Starbucks has a great record in following rules and regulations in 80 countries where it presently does business. More than compliance it is the systematic outlook of the business for the betterment of the stakeholders at large. This can be the strength and can be used as catalyst to enter any other country for expansion.  
[bookmark: _Toc39158807]4.3.2: Weaknesses and Threats
a. Weakness
The high prices of Starbucks became the matter of concern in 2019. Company increased the price of existing products and loyal customers accepted this move, so there is sale growth observed in markets like US but overall customer turnover declined. 
Impractical schemes like ‘coffee passport’ in India is another weakness. There are 174 stores all over India by 2019. In this scheme the customer has to visit 7 different Starbucks outlet and get a stamp on the coffee passport after the payment of the coffee bill, this will give them a free coffee at 8th outlet they visit. Practically this is not possible as people do not have time to travel so much and get a free cup of coffee. At some places the travelling cost and time would outscore the benefit of a free mug of coffee. It made huge losses till 6 years in India after the Joint Venture with ‘TATA’ Company (Sharma, 2018).
Lack of product innovation or some weird products which generally people do not make an effort to taste like Spiced drinks, Coffee with mint cream, etc. 
Organisation communication process is weak in Starbucks as it is a centralised structure where CEO makes decision and the stores has to follow, the suggestion given by the managers of store merely becomes a formality. Starbucks should give in charge for handling to the country CEO’s which can help them to identify the roots of the problems and make changes accordingly. In US it fails even when the CEO of the company makes some bad moves like unplanned store chains. 
The company also lacks in technological advancements. The success of Starbucks Application is doubtful as mentioned in (Appendix 1 and 2)
b. Threat
The above weaknesses if not dealt appropriately would turn into threat:
Competitors
In Italy the giant premium coffee chain faces hard times as local baristas provide the best beverages at much affordable rates. In India people are mostly tea lovers but the prices are exorbitant in company where as retail chains like ‘tea-posts’ in India gives it a tough competition as it is affordable and serves the taste of Indians. 
Competition from Costa, Dunkin Donuts and emerging McCafe which provides cheap coffee and beverages compared to Starbucks which might be a threat (Cheng, 2018).
Political 
Starbucks has a bad political history with two experiences: in one experience the Starbucks employees behaved irrationally with other people and released a press note on matter like washroom facilities would be open for all, so the high end clients were scared that if any anti-social elements walk in and create harm then they might be in trouble. This may lose even existing customers. 
Once the CEO Schultz released a statement that Starbucks would insist the weapon holders not to carry their guns in the coffee shop but they are not specifically denying so this made the image of the company risky for the stakeholders (Bezek, 2018). 
Technology 
It does not promote its advertisements on new concepts online and also application and website needs to have more realistic launch.
[bookmark: _Toc39158808]5: RECOMMENDATION FOR CHANGE MANAGEMENT
In order to deal with the above mentioned issues in terms of customers expectation, unsuccessful changes and analysing the weaknesses, threats and opportunities. Kotter’s Eight-Stage process of creating a major change is recommended (Kortesalo, 2014):
[bookmark: _Toc39158809]5.1: Kotter’s Eight Stage Process
A Harvard professor Kotter introduced in 1995 the change management process. In Starbucks there are many issues presented above and strategically every issue is to be dealt which would lead the firm to growing sales in the coming years. In 2007-2008 Starbucks faced its first plunge and registered all time loss but then after CEO Schultz radically changed the outlook of the company by getting it out from the clutches of loss (Husain, Khan and Mirza, 2014). The present condition is becoming the matter of concern for the group and the stakeholders (Appendix 3). 
[bookmark: _Toc39158810]5.1.1: Establishing a sense of urgency
The sense of urgency for Starbucks is it has reached in the maturity stage of product life cycle since a business of almost 49 years. It has expanded its business in approx 41% of the world so the need of the hour is to change the Starbucks to customer centric approach. The aim should be not only to serve customers coffee but the elite and contented experience by interacting with the customers and taking their suggestions. Employees should be trained to greet the visitors and interact with them on one-to-one basis in order to make them feel comfortable for the money they spent. The goal chart would be:
· Close down unplanned stores
· Launch of some new products
· Digital advancement in stock management, coffee machines and mobile application
· Entry in growing markets of the world
· Diversify the business in terms of coffee supplements
· Customer engagement strategies
[bookmark: _Toc39158811]5.1.2: Creating the Guiding Coalition
The problems should be solved taking into consideration support from stakeholders and employees. Starbucks gives its employees the respect and satisfaction they need. Here, the CEO should include all the countries head as well as the front line baristas working at the coffee shop. This would increase the relevancy of the aspired change.
‘Open door policy’ should be followed whereby barring the titles of designation; suggestions can be given to top management. Some of the problems like store closure would be identified by top management but the silent reasons for flat transactions would be observed by the coffee outlet employees who are present amongst the customers. The company takes care of its employees and by giving them the opportunity to provide suggestions they would increase the morale of the employees. 
[bookmark: _Toc39158812]5.1.3: Developing the guiding coalition
The Value which is at the centre of the change should be customer satisfaction and product innovation. Presently, though company has many outlets in mature markets but on practical basis it cannot cut down and close too many stores. So, a strategy should be developed to deal with the vision of spreading it in more developing countries with improved and new products. 
The employees should be taken into confidence that customer service is their prime job and it should be a team work where everyone working for the company has their own significant part to contribute to the business. The product modifications should be taken into consideration and company should not lead to much diversification but maintain the beverages and some food items. 
[bookmark: _Toc39158813]5.1.4: Communicating the Change Vision 
The vision is communicated by the CEO to stakeholders and especially the employees. Vision to reinvent the coffee shops by giving customers; modern ambience, technological advancement like touch screen order tabs from table, etc, Wi-Fi, modern furniture and store outlook, quality products and aesthetic experience being the third best place to relax after home and work. 
[bookmark: _Toc39158814]5.1.5: Empowering Broad-Based Actions
The world wide implementation of the strategic model, the employees would be the frontline change agents so they should be given some motivating incentives. Starbucks provides range of services for its employees like health benefits,401(k) retirement plans, paid time off, parental leave, education, commuter benefit, partner assistance, many store related benefits like 30% discount, one free meal every working day, free beverages while at work, etc. So, already it has emotionally attached its employees but a bit more like launching the new idea or new product in name of the employee whose suggestion is selected for implementation. In year 2018 Starbucks bagged the accolades like: World’s most ethical companies, Military friendly employer, military friendly spouse employer and Fortune world’s most admired companies (Starbucks, 2020c).
[bookmark: _Toc39158815]5.1.6: Generating short-term wins
Company should set short-term milestones in order to achieve the above mentioned vision. It is difficult for such a large business to directly wipe off all the issues and see the change within few months. A considerable amount of time and planned execution would make it more effective.
New products like ‘Refreshers’ which is a fruit based caffeinated drink and many other cold drinks, cocktail concoction, etc. should be launched on the pilot basis in the most influential stores around the world (Whitten, 2020). Limited changes should be made in the menu and it should be related to core business of Coffee. When the results would be favouring the selected outlets it should gradually be implemented in all the outlets around the district, state and countries, respectively. 
The strategies should be divided on the basis of most profitable outlets in every operating country and covering them on priority basis. Market maturities should be taken into consideration and economic options should be introduced to develop wide customer base.
[bookmark: _Toc39158816]5.1.7: Consolidating gains and producing more change
The success of short-term wins over pilot testing and specific outlet success. It should develop a uniform course for all its employees and train them according to the goals identified. Training programs should cover: How to greet customers, how to make them feel comfortable and create a value for service, how to present them the exquisite premium coffee and other food or beverage, the convincing ability to persuade customers for trying newly launched items on the menu, the uniformity in using some specific jargons, gesture, postures and every minute details,etc. all this should be taught from the viewpoint of high end sophisticated customer visiting the Space to enjoy handcrafted coffee. 
This would keep banner of Starbucks high as their aim is that every consumer just not takes a cup of coffee from them but a new experience from the baristas serving them. The accolades of the company should be proudly exposed in the outlets rather than merely on website. This would increase customers’ confidence for selecting Starbucks and paying worth for an ethical company. 
[bookmark: _Toc39158817]5.1.8: Anchoring new approaches in the culture
The company has its wide existence but has a monotonous style of business around the globe. It becomes necessary for the business giant to intricate its services based on the cultural requirements of the place. Some people would like it too bitter and some would like it sweet when it comes to coffee, similarly people with different cultures would have different needs. Company is anchoring in emerging markets. 
[bookmark: _Toc39158818]6: CONCLUSION
Hence, primary as well as secondary data analysis was conducted in this report based on the guidance of research aim and objectives. It is observed from the findings that Starbucks need to make some strategic long term as well as short term changes in the business model. Identifying the strengths and favourable external factors, many opportunities can be undertaken. Weakness were also listed which were related with external environment threats. Based on this SWOT, PESTEL, current issues of Starbucks and customers’ expectations a blend of recommended model is proposed in this report. This would sequentially deal with probable issues and again bring growth in the company. The need is to take a step for saving the business giant to once again not fall in the prey of losses as a decade back. The future scope of research is to advise the company to make following changes: 
· Innovative products
· New ambience
· Make it affordable ‘third place’
· Increase customer engagement by baristas and staff interacting with customers and fulfilling the needs of customer
· Modern technique in stock management and machines used for coffee treats
· Increase the use of bio degradable cups, lids and straws. 
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	STRENGTH 
· Brand Name
· Ethical image by issue of sustainable bond
· Known for ‘third place’ apart from home and work
· Good financial history for stakeholders
· International supply chain
· Employee engagement and incentives
· Premium Quality
	OPPORTUNITIES
· Channelize strengths into taping emerging markets
· Engage in some strategic diversification using the goodwill and strong credibility.
· Diversification of the products
· Launch of innovative product



	WEAKNESS
· Stagnant growth
· Impractical product schemes
· Centralised decision making approach
· Application not enough fruitful
· High price
· Generalisation of products
	THREATS
· Threat from existing and emerging competitors
· Controversies in US for two issues
· Unplanned and excessive opening of Stores in US
· Inter store clash of sales
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 (
PESTEL ANALYSIS
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[bookmark: _Toc39158823]Appendix 3: Kotter’s Eight Stage Process





POLITICAL (Average)
Political issues in US
Difficult to adjust with changing Government  rules in 81 countries


ECONOMICAL (Good)
Saturated market in Developed nations
Growing markets in Developing nations


SOCIAL (Good)
Wide customer base covering most of the demographic variables of population


TECHNOLOGY (Average)
Needs more advancement in technology


ENVIRONMENT (Good)
Sustainable bond 
Ethical 
Environment favouring policies


LEGAL (Good)
It has followed the rules and regulations  in all the countries of business















1- Establishing a sense of urgency
( To bring changes based on customer expectations and markets)


2- Creating the Guiding Coalition
( All country heads, stakeholders and employees should be included and informed about changes)


3- Developing the guiding coalition
(Customer satisfaction should be at the centre of the change management)


8- Anchoring new approaches in the culture
(Adopting the host country culture along with the company culture)


4- Communicating the Change Vision
( Team based work by taking employees into confidence for bringing  inevitable change)


5- Empowering Broad-Based Actions
( Long term vision and sticking to the core value of being the best 'third place')


6- Generating short-term wins
(Pilot testing of new launches)


7-Consolidating gains and producing more change
( Employee training around the world based on pilot success)
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