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An analysis of the global challenges currently affecting Starbucks - their impact, and the implications on its business operations 
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1.0) EXECUTIVE SUMMARY

This assignment focuses on the company Starbucks, the world’s largest coffeehouse chain [Statista, 2023], and how it is impacted by the global challenges affecting the international business environment in which it operates.

It looks at how it promotes itself as an ethical brand, yet it has been accused of unethical behaviour in recent years, from violating ‘Fair Coffee Trade’ principles, unfair labour practices, and tax avoidance, to not halting its operations in Russia after the invasion of Ukraine, partnering with Nestle, and suing workers for expressing their solidarity with Palestine on social media [Stewart, 2023]. 

Research showed these situations contributed to a lowering in customer confidence, which affected sales. But research also showed there were many other factors that led to Starbucks worst financial results in decades, including a global cost-of-living crisis which meant customers around the world had less money to spend on non-essential goods, e.g. take-out coffees [Connett, 2023].

Analytical tools, PESTLE [Aguilar, 1967 / Jobber & Ellis-Chadwick, 2019], Porter’s Five Forces [Porter, 1979 / Porter, 2008] and SWOT [Fahy & Jobber, 2019 / Jobber & Ellis-Chadwick, 2020], are used to investigate the impact of this, the controversies, and the company’s other global challenges further. 

It concludes that many years of brand loyalty due to good business decisions and behaviour pre-controversies (plus quality of products, and customers love of its coffeehouses), would allow recovery if mistakes are reversed, and the leadership returns to Starbucks original vision and mission. 

Other recommendations are then made, aimed to get the company back to growth and ward off competitors. Including a change of CEO, dropping Nestle, continuing community projects around the world (including Gaza), keeping up with technology and customers’ tastes in every market - from vegan products to a value range – and re-telling the story in the media of where their coffee comes from, paying coffee farmers fairly to produce ethically and sustainably. Plus, making Starbucks ‘cool’ again, by being the products of choice for the rich and famous.

If Starbucks take these recommendations onboard, leveraging its strengths, from its strong brand image to its global presence, and effectively managing its challenges, it can continue to thrive in the ever-evolving coffee industry.
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3.0) INTRODUCTION

This assignment focuses on the company Starbucks, the world’s largest coffeehouse chain with more than 35,000 stores in 80 countries [Britannica, 2024], and how it is being impacted by the global challenges affecting the international business environment in which it operates. 

Starbucks meets the criteria of an international business because it “produces and sells goods and services in different and between countries” [Stobierski, 2021]. This makes the global economy and international events more important than a company only operating domestically. 

Companies go global because they can expand and grow further than the country it established itself in. They achieve this in many ways, including taking advantage of lower labour costs and taxes in other countries, increasing customers by selling products and services in multiple markets, which in turn increases revenue [Fairlie, 2024].

But there are risks and obstacles which affect global expansion which, according to Harvard [Cote a, 2020], include: 
· Shifting economic stability in countries operating in;
· Ongoing geopolitical tensions;
· Changing global trade networks.

And this is true for Starbucks, and what I will be analysing, because global businesses do not exist in a vacuum - they are influenced by the government of every country the company operates in. As well as that countries’ policies, laws, cultures, languages, educational systems, infrastructure, currency, time zones, relations with other countries, inflation rates, technologies, raw material, transportation costs and, as mentioned, taxes and labour laws [Cote b, 2020].

Therefore, navigating the global business landscape is difficult, fluid, and requires strategic management [Klasson, 2023] - plus the company’s headquarters must maintain control and keep up brand standards throughout their owned and franchised stores as the company grows, manage a global team (easier post-pandemic due to remote working being the new normal), protect trademarks, and deal with cybersecurity issues caused by the rise of Artificial Intelligence, which is more of a threat in some markets than others, e.g. China [NCSC, 2024].

3.1) Background to Starbucks

Named after a character in Herman Melville’s classic novel Moby Dick, with a logo inspired by the sea - a twin-tailed siren from Greek mythology - Starbucks was founded in 1971 in Seattle, in the US, as a roaster and retailer of whole bean and ground coffee and tea (soon followed by other drinks, snacks and merchandise) [Starbucks a, 2024].

Instead of being just another quality-coffee shop, Starbucks did things differently, attracting the type of clientele who were happier to pay more to drink a ‘ethically sourced’ (guilt free!) beverage, consumed from a comfortable establishment, or taken away in a fashionable branded cup - which showed the world the consumer was conscientious. But it also had a wider mission “to inspire and nurture the human spirit - one person, one cup and one neighbourhood at a time” [Starbucks b, 2024]. 

The company aims to make “positive change” for their customers, employees, partners, suppliers, the communities they serve, and the environment [23-5 degrees, 2023]. And they did it from the get-go, at a time that many companies had not elevated their sustainability activities. 

It was also known to be a good employer (taken from a 2023 Glassdoor review of over 70,000 staff members) [Glassdoor, 2023], calling employees ‘partners’, offering health care, funding training and education through the Starbucks College Achievement Plan, plus equity ‘Bean Stock’ [Ko, 2022]. They purposely hired veterans, people with criminal records and refugees [Starbucks c, 2024], to give them a chance of employment that they may not get elsewhere. 

The quality service you get at Starbucks - with the famous name writing on your order cup - is reflective of the fact people want to work there, and it soon became a job (even career) of choice, rather than being manned by the usual part-time role staff, like students, most coffee shops employ [Blazquez, 2023].

Starbucks also focused on becoming a “neighbourhood gathering place for meeting friends and family” [Jain, 2015], and its free WiFi attracted the rising amount of young remote workers whose presence gave the vibe of a trendy office. Starbucks became known as the founder of the “Second wave of coffee shop culture” [Flores, 2024].

Their strategy worked. Starbucks went public in 1992 at a price of $17 per share closed trading that first day at $21.50 per share [Starbucks d, 2024]. By November 2022, the company had 35,711 stores in 80 countries, 15,873 of which were located in the US [Arjunan, 2024], meaning more than half their stores are international. The company is ranked 120th on the Fortune 500, and 303rd on the Forbes Global 2000 as of 2022 [Wikipedia, 2024].
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Diagram 1: Growth in no. of Starbucks stores 1971-2011 [Daily Telegraph, 2011]

Many copycat brands have been launched since, from Costa Coffee to Lavazza [Pereira, 2024], but it did not affect Starbucks negatively because the company’s profits continued to rise steadily (see Diagram 1), till this year. The year when Starbucks has been rocked by more controversies than ever. 

Not great news for the CEO Laxman Narasimhan, who has been at the helm since March 2023 - since Starbucks experienced its first significant financial loss and reputational damage [Hetzner, 2022]. Something the previous CEO, Howard D. Schultz, managed to overcome in the role which he held on-and-off since 1986, who was considered a “transformative leader who built Starbucks over four decades into one of the world’s most recognised and respected businesses” [Starbucks e, 2024]. 
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Diagram 2: Starbucks revenue development since 2005 [Microtrends, 2022]


3.2) Recent company controversies

Although Starbucks promotes itself as an ethical brand, many social and environmental activists have criticised the company for their unethical procurement practices. There have been claims the company purchases coffee beans from impoverished third world farmers at too low a price, and have been accused of violating ‘Fair Coffee Trade’ principles [Starbucks f, 2024].

Other controversies which have led to negative media stories, protests, reputational damage, and some boycotting customers also include:

Tax avoidance in the UK, after a Reuters’ investigation discovered Starbucks didn’t pay tax on its £1.3 billion of sales between 2009-2012 which angered customers, but probably only affected the UK market [Bergin, 2012].

Also affecting the UK market, but also making waves globally, was the criticism for not halted its operations in Russia after its army invaded Ukraine in 2022. However, the company has publicly condemned the Russian invasion, publicly stating it will "donate any royalties received from our business operations in Russia to humanitarian relief efforts for Ukraine” [Starbucks, 2022].

It also faced criticism over incidents of racism in the US, leading the company to close 8,000 cafes for a day in 2018 for “racial bias training” after a black man was denied the code for the restroom for not being a customer, even though a white man was given that code before making an order on the same day [Gabbatt, 2018]. But this has not affected just the US market. In 2021, a Starbucks in Ireland was fined €12,000 after an Irish-Thai customer received her order with a racist drawing on the cup [Pogatchnik, 2021].

Also in the US, in 2022, Starbucks terminated more than 85 workers who had been involved in organising worker unions against unfair labour practices [Sainato, 2022]. It also announced it would close a location in Seattle that was the first to unionise, saying the closure was “due to safety concerns”. Workers at over 100 stores across the US undertook a three-day strike in response [Sainato, 2023].

Last year (in the US too), Starbucks attracted controversy for allegedly not allowing workers at some locations to put up Pride Month decorations. It came during an ongoing public furore over the direction of LGBTQ+ rights in the US, and a strike at some stores followed [Reuters, 2024].

But it was the controversial decision to partner with Nestle in 2018 (and establish the Global Coffee Alliance) that attracted the most international outcry, and led to the more conscientious customers to boycott Starbucks [Starbucks g, 2024] - 10% of respondents in the Ethical Consumer Survey [Ethical Consumer, 2024] and one million as quoted by Change [Change, 2024]. This is due to the worldwide Nestle boycott which started in 1977 because of many issues including: deforestation, greenwashing, child labour, and unethical marketing of powdered milk to mothers in third world countries [Neslen, 2018].

But it is the most recent controversy about the current situation in Gaza that has done the most damage, due to the profits hitting a new low during this crisis and subsequent boycotts, with the company’s value dropping $11 billion [Stewart, 2023]. Starbucks faced boycotts at the end of last year following the company's decision to sue the Starbucks Workers United Union for making a social media post in solidarity with Palestine shortly after the start of the Israel-Hamas War. The CEO, Laxman Narasimhan, wrote a letter to all employees which said: "Our stance is clear. We stand for humanity” [Starbucks, 2023]. However, the situation continues to worsen.























4.0) ANALYSING THE BUSINESS ENVIRONMENT

To further analyse what global challenges are impacting Starbucks in the competitive business environment, and in what way, we use tools like the below: A PESTLE analysis, the Porter’s Five Forces model, and a SWOT.

4.1) PESTLE analysis
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Diagram 3: PESTLE Analysis [Ibis World, 2024]


A PESTLE (Political, Economic, Social, Technological, Legal and Environmental) analysis was first developed by Agilar in 1967 to "assist management in its task of charting the company's future course of action”. It is used in this assignment to analysis the external factors and macro trends that will impact the company and its continued success [Jobber & Ellis-Chadwick, 2019].

	
POLITICAL
With Starbucks owning coffeehouses, and buying coffee from suppliers in many countries, political stability is vital for business operations [Tutorchase,2024]. Its negative effects can be seen after Brexit impacted trade between the UK and Europe, the invasion of Ukraine (should they have pulled out of Russia?) and Gaza (should they have taken a stand against Israel?). It also affects the company’s long-term strategies, because disruptions due to political unrest will stop the company’s ability to plan or invest confidently.
The amount of corporate tax paid in the countries Starbucks operates in is also crucial. With a new government imminent in the UK - and later in the year for the US - a rise in tax will impact both profits and the company’s expansion plans. However, this could be offset with favourable tax policies (incentives, breaks) in other countries, which can provide opportunities for further efficiencies and growth [Starbucks h, 2024].
Starbucks relies on its extensive supply chain network, sourcing coffee beans and other ingredients from around the world, so trade regulations (like barriers), agreements and tariffs can negatively impact cost, availability, and reliability of these supplies. So monitoring and mitigating risks are a must for the company, because withdrawing from a country or changing a supplier and route will not be easy, and expensive. 
Labour regulations and minimum wage policies affect Starbucks’ staffing costs and their employee management [Starbucks b, 2022]. The costs incurred due to enforcing the minimum wage can lead to product price changes, and the company must comply with laws and regulations to protect workers’ rights and ensure fair employment practices to avoid legal issues and maintain a positive image.
Expanded on in ‘Environmental’, Starbucks engages in corporate social responsibility activities and partnerships with NGOs in many countries they operate in, to create positive relationships with both the governments and communities there. This shows the company’s commitment to being a responsible corporate citizen, allowing it to build goodwill and influence in the political sphere.
By effectively monitoring and responding to political factors, Starbucks can successfully deal with any potential global challenges, whilst taking the opportunities to continue to grow as a global coffee retailer.

	
ECONOMIC

Many economic factors play an important role in Starbucks’ strategies and outcomes, especially the overall conditions and trends in the countries where Starbucks operates in, which have a direct influence on their sales and profits. 
For example, during periods of economic growth, consumers have higher disposable incomes and spend more on non-essential items like coffee and snacks [Kenton, 2024]. 
However, economic downturns (like the UK’s recent high inflation rates and current global cost-of-living crisis) reduces spending [Francis-Devine et al, 2024]. So Starbucks needs to monitor economic indicators and adapt its strategies accordingly, to deal with any situation that might arise - and it may be wise for the company to not expand into countries with volatile economies. 
High inflation also affects the cost of ingredients, and therefore product prices and profits. For instance, during economic downturns, the company may focus on controlling costs, how efficient its operations are, and promotions to keep customers loyal and prices affordability [Union Business Finance, 2024] – e.g. starting a more affordable ‘value range’.
Operating in different countries with different currencies means fluctuations in currency exchange rates can impact Starbucks’ sales and profits in international markets. When the value of the domestic currency strengthens against other currencies, Starbucks’ international earnings may be negatively affected when converted back into their home currency (for Starbucks, US dollars).

But a weaker domestic currency can boost Starbucks’ profits in international markets by making its products more affordable for consumers. Managing foreign exchange risk is crucial for Starbucks to minimise the impact of currency fluctuations and maintain financial stability across its international operations [Union Business Finance, 2024].

So understanding and responding to economic factors effectively is crucial for Starbucks’ financial performance and sustained growth. Continuous monitoring of economic indicators allows the company to identify opportunities, manage risks, and make informed decisions to stay competitive in this ever-changing global market. During periods of economic growth, Starbucks may prioritise expanding its coffeeshop network, investing in new markets, and introducing innovative products to maximise customers willingness to spend.

	
SOCIAL (CULTURAL)

Starbucks’ operations and strategies are also affected by changing consumer demands, tastes and lifestyle trends. With an increasing focus on healthier food and drink options, plus sustainable products, consumers want products that align with their health-conscious and busy lives. 

The company responded by expanding its menu to include more nutritious and plant-based options, like dairy-free milk and gluten-free snacks [Starbucks i, 2024]. And healthier alternatives, e.g. with reduced sugar content, expanding its lower calorie tea selection. It also followed a world-wide trend to tackle obesity by listing nutritional information on its menu boards, allowing their consumers to make informed choices [Starbucks j, 2024]. 

It also focused on its online presence and delivery options due to customers leading increasingly busier lives, and post-pandemic wanting their products as quickly and easily as possible.

This shift in consumer preferences needs continuous and creative innovation and change to ensure Starbucks remains relevant and appealing to its target market in all the countries it operates in. What customers want in the UK, may not be the same in the Middle East, so cultural diversity presents both opportunities and challenges, and Starbucks need to do its research in all markets to know preferences and cultural norms. It has successfully implemented localised strategies to cater to different tastes, including matcha-flavoured beverages in Japan and Chai Tea Lattes in India [McGee, 2022]. And cultural sensitivity helps build customer connection and loyalty, and position Starbucks as a global brand that respects all the people in the markets it operates - reflecting their overall values.


	
TECHNOLOGICAL
 
Technology is vital for Starbucks’ operations, and their customers’ experience, so it needs to stay at the forefront of advancements for efficiency (like automated coffee machines and self-service machines taking the brand into other establishments like petrol stations), and to keep up with its competitors.

In some countries, its mobile app allows customers to place orders, customise their drinks, and make payments. It also runs promotions and a loyalty reward scheme, which breeds customer engagement and loyalty. It also allows the company to leverage data analytics from the app to gain insights into customer preferences, enabling targeted marketing and product development [TalkMarTech, 2024].

Online ordering and delivery have become the ‘new normal’ since COVID, so by integrated this into the app and collaborating with third-party delivery services in some countries has allowed for continued growth [Starbucks k, 2024] and further expanded their reach. By embracing and leveraging technological advancements, Starbucks will stay at the forefront of innovation in the coffeehouse industry.


	
LEGAL

Legal factors play an important role in shaping Starbucks’ operations, because the company must comply with the relevant regulations and laws in all the countries they operate in, otherwise they will face legal action e.g. fines. And media coverage of legal action could lead to reputational damage.

One example is the legal requirement for Starbucks to pay minimum wages in every country it operates in - and if franchise owners do not do this, it will reflect badly on the Starbucks brand too. They must also comply with working hour (overtime) laws and benefits, from health insurance to pensions [Starbucks b, 2022].
Adhering to food safety and hygiene standards in all countries helps maintain the company’s reputation and ensures customer trust, satisfaction and loyalty. Starbucks must comply with regulations regarding the handling, preparation, and storage of food and beverages to prevent contamination and maintain product quality [GovUK, 2024].
Starbucks’ recipes are valuable assets, so it must take legal measures to safeguard trade secrets (e.g. it needs to register its trademarks with intellectual property authorities) and prevent unauthorised disclosure or use by competitors. By navigating these legal factors effectively, Starbucks can mitigate legal risks, maintain compliance, and uphold its reputation as a responsible and innovative coffeehouse chain [Bird & Bird, 2024].

	
ENVIRONMENTAL

Due to Starbucks image, environmental factors are crucial when it comes to shaping their business practices and corporate social responsibility policies, due to their commitment to - and their customers’ demand for - sustainable initiatives [Raska & Shaw, 2012]. 

This includes environmentally friendly and ethically sourced products. Starbucks claims to prioritise sustainable sourcing, minimising the environmental impact of its supply chain, and working with coffee farmers to ensure fair trade, supporting communities in their coffee-growing areas [Starbucks l, 2024].

However, with water vital for coffee cultivation, climate change that leads to drought and rainfall changes could pose a risk to the company. But Starbucks are trying to mitigate this through water conservation projects and investing in coffee farm resilience [Edie, 2021].

Waste management is also important for the business, its reputation, and the environment. It has implemented initiatives to reduce waste, from encouraging reusable cups to reducing packaging [D’Souza, 2024] - and the merchandise range is vast and fashionable, with clients charged less for bringing in their own Starbucks reusable cups. By proactively addressing these environmental factors, Starbucks aims to minimise its ecological footprint, meet consumer expectations, and contribute to a greener and more sustainable world.





4.2) Porter’s Five Forces analysis

Starbucks, like all international companies, is heavily affected by its competitive environment - which is where different businesses compete within a defined marketplace [Studysmarter, 2024]. When looking at the company’s global challenges, it is important to assess how it is affected by its competition, and how it adapts its practices to compete effectively [BBC, 2024]. 

Porter's Five Forces [Porter, 1979] can be used to do this, which was developed as a simple framework for assessing and evaluating the competitive strength and position of a business organisation. It does this by identifying and analyses “five competitive forces that shape the industry” [Porter, 2008]:
· Competitive rivalry: Is high, because there are many competitors, and other places and producers offering the same products (McDonalds serves coffee, for example), but many do not have the ability to offer seasonal drinks. However, consumers have low switching costs if they grab a coffee from elsewhere, increasing the competitive rivalry.
· New entrants: Costs of establishing a business similar to Starbucks could be expensive, due to developing a successful global coffeehouse chain - but smaller cafes can set-up relatively cheaply and compete on the main products. However, even if one or two smaller cafes overtake a Starbucks coffeehouse in one location, with 32,000 locations in 80 countries, the threat of new entrants in the overall picture is not so high.
· Power of buyers: Due to customers being able to grab a coffee from another provider easily, the buyers’ power is high. But there are millions of Starbucks customers worldwide, so even if hundreds buy elsewhere, with small orders per customers it will not have a huge impact on the profits of the company.
· Power of suppliers: Because there are many suppliers around the world, Starbucks has the bargaining power over suppliers, who have lower power. This is good news for Starbucks’ profit, but a worry for low-income and vulnerable suppliers (based in third world countries), who rely on Starbucks for income. 
· Threat of substitutes: Starbucks products can be easily substituted, and for cheaper products, which makes the threat of substitutes very high, and the company relies on consumers’ taste preferences, convenience of coffeehouse locations, and brand loyalty to capture and keep customers.
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Diagram 4: Porter’s Five Forces [Mind Tools, 2024]


4.3) SWOT analysis

A SWOT is used to “analyse the internal environment of a company, and its unique factors” [Fahy & Jobber, 2019]. It does this by being a framework that looks at Strengths, Weaknesses, Opportunities, Threats, and is crucial when evaluating the company’s competitive position, to develop its strategy based upon situation, resources and goals [Jobber & Ellis-Chadwick, 2020].

A SWOT was carried out below, to show Starbucks Strengths, Weaknesses, Opportunities, Threats in relation to the current global challenges affecting the business:

	Strengths:
· An established, strong, stable brand, that can weather shocks to the global market – it is the most popular brand in the F&B industry [Bstrategyhub, 2024], valued at $14.05 bn according to Interbrand’s 2022 ranking [Gupto, 2024].
· Sells quality products using ethically sourced ingredients.
· Staff (baristas) are trained, friendly, write your name on your cup – their USP! – and are paid well: average US starting wage is $17 p.h., which is higher than the minimum wage [Tyko, 2024] with staff rewarded for long service. Starbucks is listed as one of the best companies to work for [Indeed, 2024].
· Venues are comfortable, with WiFI and gender-neutral toilets, and a popular remote working destination.
· Strong loyalty programme helps counteract the high prices. Members get birthday rewards.
· Diversified to home products and innovative merchandise like the coffee ice cubes [King, 2018].
· Standardised products available globally, leading to consistency and brand loyalty.
· Profits reinvested to expand stores across the world, reducing risk from global ‘shocks’ - it increased stores from 1,886 to 35,711 between 1998-2022 [Wikipedia, 2024]. 
· Extensive international network of suppliers, reducing risk to the supply chain - sources its coffee beans from Latin-America, Africa and Asia-Pacific, reducing risk from regional crisis from war to weather [Starbucks m, 2024].
· Places high priority on sustainability, with initiatives to lessen its impact on the environment and support sustainable agriculture, which appeals to socially conscious consumers and attracts staff.
· Significant digital presence, especially social media, allowing for customer engagement, share news and positive storytelling to drown out the negative.
· Mobile app allows customers to order and pay for their coffee in advance, track rewards, and access offers.
· Starbucks has acquired Seattle’s Best Coffee, Tazo, Evolution Fresh, Teavana, Torrefazione Italia Coffee, Ethos Water, all of which have proven to be successful brands [CliffsNotes, 2024].
· Strong financial position: Annual revenue of $32.25 bn and profit of $3.28 bn in 2022 [Macrotrends, 2024].
	Weaknesses:
· Consumers now have choice, with similar cheaper products on the market, leading to substituting.
· High price of products (more than other high street brands), which may be off-putting during a cost-of-living crisis.
· Controversies, as mentioned in 3.2 of this assignment.
· Starbucks have recalled many products to protect consumers in recent years [d’Innocenzio, 2024], negatively affecting the brand image.
· Not all stores are company-owned - many are franchises, which need to the same company look and standards. 
· Starbucks struggle to do well in some countries like India, due to local competition and unaddressed cultural differences [Sriram & Kalra, 2023].
· Commodity price fluctuations, especially coffee beans, which are vulnerable to weather conditions, disease outbreaks, and global economic conditions.
· Also vulnerable to fluctuations in demand for coffee and changes in consumer preferences.
· Limited menu for dietary requirements including vegan to gluten free.

	Opportunities:
· Starbucks could go into partnership with better brands, alliances, personalities to reiterate their vision.
· Expansion into developing markets, rather than more venues in the US and Europe. Especially China and Africa where current controversies would not have made the same reputational damage.
· Can diversify business operations further to improve growth and develop products according to customer preferences in specific target markets - including a basic and premium range to appeal for both the cash-strapped and wealthier customer. 
· Strengthen online offering, especially deliveries, and expand partnerships with complimentary brands (coffee and cake on a train?), and a subscription members’ club via a loyalty card, which will increase the customer base and create a captive advertising audience.
· Stay at the forefront of cutting-edge coffee technology and trends, from the ‘best foam’ to their ‘back to black’ cup range.
	Threats:
· Competitors, current and new, could lead to switching and forced price lowering.
· Cost-of-living crisis in Europe has led to consumers having less spending money - yet the increase in ingredients and energy prices have to be passed on to the consumers.
· If controversial decisions - as mentioned in 3.2 of the assignment - are not dealt with well, threaten long-term reputational damage, and customers switching.
· Starbucks HQ does not maintain uniformed standards across their global stores, so customers no longer trust the offering to be consistent.
· Fake Starbucks products can be bought, leading consumers to believe quality has lowered.
· Starbucks’ supply chain consists of many third-party contractors and stakeholders, which makes it vulnerable (e.g. to strikes, leading to employee shortages) and difficult to manage the entire chain effectively.
· Consumers choosing Starbucks for its values may switch to local, independent coffeehouses to help the community recover economically from COVID and oppose the expansion of large multinational chains.
· Governments fighting obesity may impose calorie labels on goods, making the consumer think twice before ordering their trademark sugary drinks. But not having ingredient labels is also a ‘threat’ due to nuts or other undeclared products that could lead to a consumer incident.


























5.0) CONCLUSIONS AND RECOMMENDATIONS

To conclude, I believe there are very clear reasons why profits are down for Starbucks globally in the first quarter of this year - a 2-4% decline, due to many reasons but mostly a loss in customer confidence after the controversies researched, and less money in customers’ pockets due to a global cost-of-living crisis - the company’s worst financial results in decades [Matheson, 2024]. 

However, after my analysis, I think what the company needs to do to get back on track is clear: Due to the many years of brand loyalty because of good business decisions and behaviour pre-controversies (plus quality of products, and customers love of its coffeehouses), if the mistakes are reversed, and the strategic leadership team stays in-tune to customers’ changing demands, plus stays true to the original vision and mission of the company, I believe can get Starbucks back to growth and ward off competitors. 

These are my recommendations for Starbucks to reverse their downturn:

Change the CEO: By removing the current CEO, with a strategic media plan that includes a farewell interview and apology for certain decisions (as mentioned in 3.2), and putting a new leader in charge, customers who left the brand due to the controversial decisions may be willing to return. But, if customers give the brand another chance, and future wrong decisions are made, they may not be so forgiving next time.

Apologise for wrongdoings and drop Nestle: The apology should mostly be for partnering with Nestle, which should be dropped, because it conflicts with the brands ethics. Starbucks has already started addressing the controversies covered in 3.2, by releasing statements and donating $3 million to the World Central Kitchen to provide food aid in Gaza (after customers perceived the company supported Israel). It is too early to analyse financial figures to see whether this has been a success.

Have choice for everyone, everywhere: Increase vegan and other products that people with intolerances demand. Ensure all faiths and tastes are catered for, with seasonal changes to make sure boredom of the menu does not set in, plus every menu must be sympathetic to the country it is being sold in. Plus offer a ‘value’ line for those struggling financially, which will ward off competitors using substitutes to produce cheaper alternatives.

Keep up with technology: Ensure every new technology is employed, leveraging Artificial Intelligence, machine learning, big data, analytics, and Internet of Things technologies to accelerate its digital transformation and enhance customer experiences and operational efficiencies [Globaldata, 2022]. It will also stop competitors taking their market share.  

Return to good business behaviour: Ensure coffee farmers are paid for their produce and produce ethically and sustainably. Continue to be as environmentally friendly and sustainable as possible across all areas of the business, continue to invest in community projects, and be seen to lobby governments across the globe on environmental issues.

Good treatment of employees is key: Maintain the original behaviour of making a job at Starbucks a career. Train staff, pay them fairly, and recruit people who may find it hard to get a job elsewhere. Plus, keep the USP of writing a customer’s name on their cup! 

Become ‘cool’ again: Get popular influencers to post on social media with Starbucks products. And get Starbucks branded products featured in modelling shoots, and top movies and Netflix series. Gift famous people the newest Starbucks cups, in the hope the paparazzi gets shots of them holding them.

Expand - sensibly: Do thorough research and expand into new markets where there is strong demand for products. By being in many countries around the world, any decisions deemed to be controversial in Europe or the US that triggers a loss of customer demand, could be mitigated by – for example - customers in India and China. However, do not enter markets that are too risky politically or economically.

Maintain standards: All products must continue to be made from high quality ingredients, and stores must continue to be comfortable enough to offer a remote workplace to digital nomads and remote workers, becoming a “third place between work and home” [Wikipedia, 2024], with clean toilets, mood music, friendly staff, and reliable WiFi.

Diversify, partner, reward customers, stay relevant: Explore the sale of other goods, from merchandise to other drinks (bubble tea in China, protein shakes in the UK), and a ‘Starbucks at home’ range. Be the drink you can buy on trains and in trendy hotels, but partner with plant milk from companies with good values. Expand the reward scheme, so more customers get rewarded and stay loyal to the brand, even with cheaper competition. And make sure it is easy to get a Starbucks product, at anytime, anywhere - so online sales and delivery options are key in busy, remote-working lives. Starbucks could even partner with top designers to create a Chanel cup, for example, helping sales and being seen in the hands of the rich and famous, on film sets and modelling shoots.

If Starbucks take these recommendations onboard, and leverage its strengths, such as a strong brand image and global presence, and effectively managing challenges like changing consumer preferences and economic fluctuations, the company can continue to thrive in the ever-evolving coffee industry.
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