
Strategic Analysis of Starbucks
1. Introduction
   The fast food industry has always been an essential component of the consumer sector. But the competition in the fast food industry is becoming increasingly fierce. Due to the post-epidemic era, the global economy is declining, and many fast-food brands have experienced a significant decline in sales. As a typical representative of the fast food industry, Starbucks has also been greatly affected. Starbucks, founded in 1971, is a world-renowned coffee chain brand. As the company continues to grow, Starbucks' retail products include a variety of coffee and dessert cakes and other peripheral goods. Since Starbucks entered the Chinese market in 1999, its development has rapidly grown. However, the sudden COVID-19 in 2019 delayed the development of Starbucks. With the gradual disappearance of the epidemic, how Starbucks' market in China is a new topic worth studying.This article will use the PEST model, Porter's Five Forces model, and SWOT to analyse Starbucks' strategy in the Chinese market and summarise the current crisis of Starbucks.
2. Analysis of Starbucks' Strategic Environment
2.1 Macroenvironmental analysis (PEST model)
2.1.1Political 
   Coffee is one of the three most giant beverages in the world. In recent years, the coffee market in China has entered a rapid development stage, laying a good foundation for the market. Although China supports the development of the coffee industry, Starbucks' entry into the Chinese market as a foreign-funded enterprise still needs to comply with Chinese policies. Starbucks needs to pay higher import taxes in China as a foreign-funded enterprise. Although multinational companies can reasonably avoid taxes, Starbucks must pay taxes by law and comply with China's food safety laws and policies. In this way, Starbucks can continue to operate in China. In this way, Starbucks can continue to work in China.
In addition, due to the global economic downturn in recent years, there have also been some frictions in Sino-US trade. Sino-US relations are smoother than before. In this political environment, Starbucks, as a foreign-funded enterprise, still faces many uncertainties due to previous business scandals.
2.1.2 Economic
With the development of consumer coffee consumption habits, the Chinese coffee consumption market is gradually showing great potential. According to relevant data, from 2010 to 2020, the average annual growth rate of coffee consumption in China was 15%, while the global average growth rate of 2% was only 2%. The national consumption of coffee beans in 2021 was about 250000 tons, an increase of more than 25% compared to the previous year. The per capita coffee consumption in markets with mature coffee, such as the United States, Japan and South Korea, is about 300 cups/per year. In comparison, the per capita coffee consumption in the Chinese Mainland will be approximately 9 cups/per year in 2021, which is far lower than that in South Korea and Japan, with certain similarities in eating habits, and even less than that in countries such as the United States, Canada and Germany. The per capita consumption of coffee in China differs significantly from that of other countries, and there is still massive room for development in China's current ground coffee market.
On the other hand, the distribution of coffee shops in China is still concentrated in first-tier, new first-tier, and second-tier coffee shops. They account for 69% of the total number of stores nationwide. The third and fourth-tier cities that cover 900 million people account for only 31%. First-tier cities are areas where many chain coffee brands compete to pursue, including the old chain Costa, Ruixing in China, and the newly established boutique coffee shops Manner and M Stand. In third and fourth-tier cities, the potential of the coffee market is enormous. Local people also have a certain amount of consumption capacity, so it is very beneficial for Starbucks to enter the sinking market.
2.1.3 Social
  Coffee has become a popular fashion among young people, especially in large cities in the first and second tier. The CBN data report shows that the post-90s and post-95s are the primary consumers of coffee, with women accounting for over 60%. The consumption demand for coffee in second-tier cities is significant, accounting for nearly half of the population. From the perspective of population age structure, young people prefer to drink coffee and recognise the coffee culture. Therefore, young people are the leading customer group of Starbucks. Young people in third and fourth-tier cities also demand coffee, so China's coffee market has great potential.
2.1.4 Technological 
  The technology for making coffee is relatively simple. Starbucks is all made using a unified machine. The most crucial thing in making coffee is the quality of coffee beans purchased internally by Starbucks. 
Starbucks has used a lot of information technology in terms of company management. Choosing the right store location is a complex data analysis task for Starbucks. The way Starbucks uses data covers all conceivable factors while also considering some that may not be considered.AI support for store planning simulates the economic aspects of a location. This includes population, income level, transportation, and the presence of competitors. Starbucks fully uses this technology to predict revenue, profits, etc. In addition, an effective way for Starbucks to utilise data stems from the buying habits of many consumers. From these data, it can be seen that there have been changes and developments in products.
2.2 Microenvironmental Analysis (Porter's Five Forces)
   As a well-known brand in the coffee market, especially in the post-epidemic era, Starbucks is also facing opportunities and challenges from various aspects. Using Porter's Five Forces, this study conducted a corporate micro environment analysis of the entire coffee industry, enabling a clearer understanding of the current situation of Starbucks.
2.2.1 Potential competitors
 In the coffee industry, Starbucks' competitor in China is Ruixing Coffee. Initially, Ruixing Coffee quickly occupied the Chinese coffee market through low-price promotions. Although these marketing methods have brought considerable losses to Ruixing, they have also enabled Ruixing to gain many consumers with a loss-making posture. Then Ruixing Coffee also began the stage of expansion and operation. Regarding the number of new stores in 2022, Ruixing opened more than twice as many as Starbucks. According to relevant statistics, Ruixing opened 389 new stores in January-February 2022, compared to 120 new stores in Starbucks during the same period. The marketing route chosen by Ruixing should not only accelerate the expansion of stores in the first and second-tier markets but also move towards a sinking market. Since January 2021, Ruixing has announced the launch of a "new retail partner" plan to recruit for zero franchise fees. Most open cities are third and fourth-tier cities, and the effect of this measure will begin to manifest in 2022. On the other hand, the upstarts of high-quality coffee in China, represented by Manner and M Stand, are slower and more large-scale than Ruixing. Still, they are also significantly improving their store opening speed, moving from the region to the country.
 In the external industry competition, Starbucks also faces many competitors. In the beverage industry, the most popular tea in China is milk tea. Many chain milk tea brands have also emerged in China, such as Xicha, Naixue, Baifen Tea, Coco, etc. The variety of drinks in these milk tea stores is also expanding, and many brands have also introduced coffee. Moreover, the price of coffee is relatively lower than that of Starbucks, so it is also popular with many consumers in China.
2.2.2 Supplier's bargaining power
   The most important thing for Starbucks' suppliers is the supply of coffee beans. Starbucks has long been aware of this issue. Starbucks buys coffee beans at low prices from farmers in backward regions such as South America and Africa. These retail investors need help to form scale effects. Therefore, they need strong bargaining power. And Starbucks has established a lifelong partnership with them so that Starbucks can ensure the low price and quality of raw materials. In addition, in China, Starbucks has invested in building its coffee bean plantation to control the price cost of materials from the source. Overall, s' overall control over coffee beans has suppressed the bargaining power of suppliers.
2.2.3 Threats of Alternatives
   The biggest threat to coffee substitutes is fruit juice, milk tea, etc. In China, the market for milk tea is enormous. But many brands could be better at marketing. Starbucks not only sells coffee but, more importantly, it sells the atmosphere of the coffee experience, so the threat of alternatives is negligible.
On the other hand, Starbucks has strong brand awareness. The brand awareness of fruit juice and milk tea is low or nonexistent, and most brands still need to form an effectisystemstem. On the contrary, Starbucks has a broad global influence and far-reaching brand image, so there is almost no threat from substitutes. 
2.3.4 Buyer's bargaining power
  Starbucks is a chain coffee brand with ordinary customers, so they have no bargaining power.
2.3.5 Intensity of competition
   The coffee industry has a large and balanced number of competitors. Starbucks' industry model has been established. Since Starbucks entered the Chinese market, its revenue has been increasing linearly. Although affected by the epidemic in the past three years, Starbucks has also experienced a significant decline in revenue. However, as the epidemic opened, Starbucks' revenue immediately increased. By the end of 2022, the number of stores in the United States and China accounted for 61% of the global total, with 15952 stores in the United States and 6090 stores in China. China remains its largest overseas market. In the first quarter of 2023, Starbucks continued to increase its investment in the Chinese market, adding 69 stores and entering ten new cities. Meanwhile, Starbucks' revenue grew by 8%.
2.3 SWOT Analysis
2.3.1 Strength
  The advantages of Starbucks are apparent, mainly as follows.
   The first is to choose business models flexibly. Starbucks is good at adopting flexible investment and cooperation models based on global market conditions. The second is a strong brand influence. Starbucks has successfully created a unique coffee experience model. Starbucks provides a cup of coffee with a better experience and more profound cultural connotations. Spending at Starbucks always gives people amamazingeeling. The third is the technological advantage. Starbucks always pursues excellent quality and insists on providing customers with high-quality and diversified products. And Starbucks is also using various advanced digital technologies to improve store management s that all stores operate at high standards. The fourth is the advantage of new product development and innovation. Starbucks has always been committed to product innovation. Starbucks has significant benefits in developing new flavours of coffee, new coffee-making techniques, and even related peripheral product development. Moreover, every time Starbucks enters a new market, it seeks a natural fusion of internationalisation and localisation.
2.3.2Weakness
  Starbucks also has significant disadvantages. First, Starbucks has a relatively high price per item and no price advantage. There are many alternatives with higher cost performance. Starbucks also does not have unique products which are easy to imitate. Other brands can quickly enter the market at more advantageous prices, such as Ruixing Coffee.
In addition, the rapid expansion of scale has also caused many negative consequences. This approach not only brings about the synchronous improvement of Starbucks' performance and brand but also threatens the healthy development of Starbucks. To expand rapidly, Starbucks must find ways to reduce costs to achieve scale effects and financial goals. Therefore, Starbucks uses processes to complete service processes, which dilutes Starbucks' core experience and reduces service levels
2.3.3 Opportunity
  Although the economic environment may be better, and Starbucks faces many challenges, many opportunities remain.
Firstly, the opportunities brought by globalisation to Starbucks are essential globally, including in China. The market potential of China's third and fourth-tier markets is enormous. Starbucks still has an excellent opportunity to capture the sinking market. The recognition of brands in third and fourth-tier cities is very high. Starbucks should also use its brand advantages to explore new markets actively. Another, Starbucks should actively develop products around it. Currently, the sales of peripsetducts such as cups set by Starbucks are still good. In the future, Starbucks can continue to build and sell related products. Moreover, Starbucks can also conduct cross-border cooperation with other brands, whbringingore topics and influence to the brand.  
2.3.4 Threats
  In the Chinese market, the coffee industry is highly competitive. On the one hand, the Chinese brand Ruixing has expanded rapidly. In addition, Tim Hortons of Tencent Investment has also entered China. Many new tea and beverage brands in China rely on low-cost advantages to rapidly rise, such as convenience store coffee, Coco, and so on.
Moreover, if Sino-US trade frictions continue, the deterioration of Sino-US relations will to some extent, affect Starbucks' business in China. In the post-epidemic era, Sino-US concerns have not wholly eased, and China's foreign trade has been affected to some extent, resulting in prolonged economic growth.
3. Starbucks Crisis
The thoughtful service, smooth ordering mode, and clean store environment, coupled with the mellow aroma of the coffee, have once made Starbucks a unique place for white-collar workers to negotiate business. By building offline stores into a well-known third space, Starbucks quickly infiltrated coffee culture into China and committed itself to create a warm and belonging brand culture that took root in the people’s hearts. This has also led Starbucks to shift its target customers from white-collar workers to users with more age groups and strata.
 However, although Starbucks has implemented the concept of "Third Space" almost to the extreme in the past two decades, in the face of changes in the social environment, it was once seen as a brand with a substantial "Third Space", and the impact of the epidemic is eclipsing its advantages.
In recent years, COVID-19 has struck suddenly, and China's digital technology has developed rapidly. Epidemic prevention has reduced the passenger flow of offline stores, while the network has brought new development opportunities for the integrated development of online and offline stores. Recent trends such as instant delivery services such as Meituan and Hungry Mai, such as home office and home learning, make users less dependent on offline stores. The impact on Starbucks must be considered.
4. Conclusion
   Through evaluating this study, some things could be improved in Starbucks' current strategic operation. Starbucks' competitors are not only from the coffee industry but also from other beverage industries. Due to the rapid expansion of Starbucks' brand, the core strength of the brand is declining. Starbucks' marketing has not kept pace with the times, and its marketing model is too traditional. Therefore, Starbucks is also in a particular crisis.
